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PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


MONDAY,  MARCH  6,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.O. 
The  committee  met  pursuant  to  notice  at  10  a.m.  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man of  the  committee)  presiding. 

The  Chairman.  The  committee  will  please  be  in  order. 
(The  following  report  on  H.R.  5710  was  submitted  to  the  committee 
by  Hon.  John  W.  Macy,  Jr.,  chairman  of  the  U.S.  Civil  Service 
Commission.) 

U.S.  Civil  Service  Commission, 
Washington,  D.C.,  April  19,  1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives. 

Dear  Mr.  Chairman  :  This  letter  is  in  response  to  your  oral  request  for  an 
expression  of  Commission  views  on  those  provisions  of  H.R.  5710,  a  bill  "To 
Amend  the  Social  Security  Act  *  *  *",  that  relate  to  transfer  of  Federal  em- 
ployment credits  to  the  social  security  system. 

So  far  as  the  civil  service  retirement  system  is  concerned,  these  provisions, 
carried  in  section  116  of  your  bill,  will — 

permit  the  basic  pay  of  a  Federal  employee  under  the  civil  service  retire- 
ment system  to  be  considered  remuneration  for  employment  for  OASDI  pur- 
poses if  neither  the  employee  nor  any  of  his  survivors  is  entitled  to  a  civil 
service  annuity  on  the  basis  of  such  service.  The  provision  would  not  apply 
to  service  before  June  30,  1966,  or  to  service  that  terminated  before  the 
second  month  following  enactment. 

require  the  Chairman  of  the  Civil  Service  Commission  to  furnish  the  Sec- 
retary of  Health,  Education,  and  Welfare,  upon  his  request,  a  record  of  the 
service  and  pay  of  any  such  individual. 

direct  the  Secretary  of  the  Treasury  to  transfer  from  the  Civil  Service 
Retirement  and  Disability  Fund  to  three  of  the  social  security  trust  funds 
(The  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund,  the  Federal 
Disability  Insurance  Trust  Fund,  and  the  Federal  Hospital  Insurance  Trust 
Fund),  annually,  an  amount  sufficient  to  cover  that  proportion  of  the  cost 
of  all  benefits  paid  from  the  three  social  security  trust  funds  during  the  year 
which  is  attributable  to  Federal  employment  under  the  retirement  system, 
plus  interest  from  the  date  of  such  payment. 

provide  a  formula  for  determining  the  proportion  of  the  cost  to  be  borne 
by  the  Civil  Service  Retirement  and  Disability  Fund.  For  any  one  case,  this 
proportion  of  the  old-age,  disability,  survivor's,  hospital  insurance  or  other 
benefit  is  in  the  same  ratio  as  the  remuneration  for  Federal  employment 
bears  to  the  total  remuneration  for  Federal  plus  other  employment. 
This  legislation,  if  enacted,  would  assure  Federal  employees  who  leave  the 
service  without  entitlement  to  retirement  system  annuity  benefits,  and  those 
who  lose  such  entitlement,  that  their  service  can  be  credited  for  social  security 
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and  hospital  insurance  purposes  and  thereby  give  them  continuity  of  basic 
protection  comparable  to  that  afforded  those  who  work,  and  move  from  one  job 
to  another,  in  private  industry.  We  support  that  objective  and  the  proposed 
method  of  obtaining  it.  Companion  legislation  which  would  amend  the  civil 
service  retirement  law  and  which  is  needed  to  implement  the  objective  has 
already  been  introduced  in  both  houses  and  referred  to  the  respective  Com- 
mittees on  Post  Office  and  Civil  Service.  I  have  already  testified  in  support  of  the 
bill  H.R.  6784,  and  will  similarly  support  the  bill  S.  1383.  The  Commission  now 
urges  favorable  action  on  those  provisions  of  your  bill  which  deal  with  the 
subject. 

The  transfer-of-credit  proposal  is  one  half  of  a  two-pronged  proposal — recom- 
mended to  the  President  by  his  Cabinet  Committee  on  Federal  Staff  Retirement 
Systems  and  endorsed  by  him  in  his  last  year's  pay  message,  his  January  23  mes- 
sage on  Older  Americans,  and  his  budget  message — designed  to  assure  that 
employees  subject  to  the  civil  service  retirement  system  have  a  level  of  protec- 
tion at  least  as  high  as  that  which  the  social  security  system  affords  the  rest 
of  the  nation's  workforce.  The  other  half  of  the  proposal  is  a  guaranteed  benefit 
applicable  only  to  persons  who  are  entitled  to  benefits  under  the  civil  service 
retirement  system.  Under  that  part  of  the  proposal,  retirement  system  benefits 
would  be  raised  to  the  extent  necessary  to  assure  that  such  benefits,  together 
with  any  OASDI  benefits  based  on  other  work,  will  at  least  equal  the  amount 
that  would  be  payable  to  retirement  system  beneficiaries  if  the  Federal  service 
had  been  covered  by  social  security.  The  benefit  levels  which  would  be  guaranteed 
are  the  ultimate  levels  proposed  by  H.R.  5710  for  future  beneficiaries  of  the 
social  security  system. 

We  understand  that  all  transfers  of  credit  from  the  civil  service  retirement 
system  to  the  social  security  system  would  be  made  at  the  time  the  risk  matures, 
e.g.  at  the  time  the  employee  dies,  becomes  disabled,  or  reaches  social  security 
retirement  age  without  protection  under  the  retirement  system.  Employees 
would  thereby 'acquire  social  security  protection,  and  would  be  treated  as  social 
security  beneficiaries,  exactly  as  if  their  Federal  service  had  actually  been 
under  social  security. 

The  retirement  system  would  refund  retirement  contributions  to  employees 
(or  their  survivors)  only  to  the  extent  that  such  contributions  exceed  the  OASDI 
and  Hospital  Insurance  tax  the  employees  would  have  paid  after  June  30,  1966, 
if  their  Federal  service  after  that  date  had  been  covered  by  social  security. 
This  "tax  equivalent"'  would  be  deducted  from  refunds  irrespective  of  whether 
social  security  benefits  are  or  will  be  payable  and  of  whether  OASDI  and  Hos- 
pital Insurance  taxes  are  being  paid  on  earnings  from  other  employment.  We 
estimate  the  level  annual  cost  of  this  portion  of  the  proposal  at  $155  million, 
over  and  above  the  tax  equivalents  deducted  from  refunds.  A  part  of  this  cost 
would  be  a  proportionate  reimbursement  for  benefits  paid  from  the  three  social 
security  trust  funds  in  individual  cases  in  which  those  benefits  were  not  depend- 
ent on  or  increased  by  transferred  wage  credits. 

Adoption  of  the  recommended  two-pronged  approach  would — without  disturbing 
current  benefit  rights- of  present  employees  and  without  changing  the  retirement 
system's  present  indepenendt  status — meet  to  a  large  extent  the  needs  for 
basic  protection  that  are  not  now  being  met  by  the  civil  service  retirement 
system.  We  urge  that  Congress  act  favorably  on  legislation  to  assure  that  those 
needs  are  met. 

The  Bureau  of  the  Budget  advises  that  from  the  standpoint  of  the  Administra- 
tion's program  there  is  no  objection  to  the  submission  of  this  report. 
By  direction  of  the  Commission. 
Sincerely  yours, 

John  W.  Macy,  Jr.,  Chairman. 


The  Chairman.  Our  first  witness  this  morning  is  Mr.  Daniel  W. 
Pettengill.  Mr.  Pettengill,  will  you  please  come  forward,  sir?  I  un- 
derstand you  have  some  others  who  will  sit  with  you  at  the  table. 
Mr.  White,  Mr.  Hanna,  and  Mr.  Hawkins. 
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STATEMENT  OF  DANIEL  W.  PETTENGILL,  VICE  PRESIDENT,  AETNA 
LIFE  &  CASUALTY,  ON  BEHALF  OF  THE  INSURANCE  COMPANY 
INTERMEDIARIES,  ACCOMPANIED  BY  WILLIAM  WHITE,  PRU- 
DENTIAL INSURANCE  CO.  OF  AMERICA;  ARTHUR  E.  HANNA, 
NATIONWIDE  MUTUAL  INSURANCE  CO. ;  AND  PAUL  M.  HAWKINS, 
WASHINGTON  COUNSEL,  HEALTH  INSURANCE  ASSOCIATION  OF 
AMERICA 

The  Chairman.  Mr.  Pettengill,  you  have  been  before  the  committee 
on  many  occasions,  but  for  purposes  of  this  record  will  you  again 
identify  yourself. 

Mr.  Pettengill.  I  will,  Mr.  Chairman,  and  those  at  the  table  with 
me. 

The  Chairman.  And  those  at  the  table  with  you. 

Mr.  Pettengill.  I  am  Dan  Pettengill  and  I  have  with  me  on  my 
right  Mr.  William  White,  director  of  industry  relations  of  the  Pru- 
dential, and  to  my  immediate  left  Paul  Hawkins,  Washington  counsel 
of  the  Health  Insurance  Association  of  America  and  to  his  left  Mr. 
Arthur  E.  Hanna,  life  and  health  associate  of  Nationwide. 

I  am  vice  president,  group  division,  Aetna  Life  and  Casualty.  In 
each  of  the  Secretary's  contracts  with  the  carriers  and  fiscal  inter- 
mediaries, there  is  a  provision  for  prior  consultation  on  proposed  regu- 
lations and  general  instructions  through  representative  groups  of  the 
carriers  and  fiscal  intermediaries. 

I  am  privileged  to  serve  as  cochairman  of  the  Carrier  Representa- 
tive Group  and  as  a  member  of  the  Fiscal  Intermediary  Representa- 
tive Group. 

I  appear  before  you  today  on  behalf  of  the  following  insurance  com- 
panies :  Aetna  Life  Insurance  Co. ;  the  Travelers  Insurance  Co. ;  Mutual 
of  Omaha  Insurance  Co. ;  the  Prudential  Insurance  Co.  of  America ; 
Nationwide  Mutual  Insurance  Co.;  Connecticut  General  Life  Insur- 
ance Co.;  John  Hancock  Mutual  Life  Insurance  Co".;  the  Equitable 
Life  Assurance  Society  of  the  United  States ;  Metropolitan  Life  In- 
surance Co.;  Pan-American  Life  Insurance  Co.;  Union  Mutual  Life 
Insurance  Co. ;  Pilot  Life  Insurance  Co. ;  Continental  Casualty  Co. ; 
General  American  Life  Insurance  Co. ;  Occidental  Life  Insurance  Co. 
of  California. 

Collectively,  these  15  carriers  pay  part  B  (supplementary  medical 
insurance)  benefits  for  approximately  8  million  beneficiaries,  includ- 
ing all  the  railroad  retirement  beneficiaries  who  are  served  by  the 
Travelers  Insurance  Co.  The  first  five  companies  mentioned  also 
serve  as  fiscal  intermediaries  for  hospitals,  home  health  agencies,  and 
extended  care  facilities  under  part  A  (hospital  insurance  benefits). 

We  appreciate  this  opportunity  to  give  you  a  brief  report  of  our  ac- 
tivities to  date,  to  offer  comments  with  respect  to  H.R.  5710,  and  to 
answer  questions  you  may  have  concerning  our  work  as  carriers  and 
fiscal  intermediaries. 

First  of  all,  Mr.  Chairman,  we  wish  to  state  that  without  the  great 
dedication,  hard  work,  and  long  hours  spent  on  the  job  by  Secretary 
Gardner,  Commissioner  Ball,  Bureau  of  Health  Insurance  Director 
Hess,  and  their  many  associates,  the  medicare  program  would  not  have 
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gotten  on  the  road  nor  would  it  have  reached  the  level  of  success  it  has 
achieved  today. 

Our  relationships  with  these  men  and  women  have  been  congenial 
and  productive.  We  also  must  take  note  of  the  good  spirit  shown  by 
physicians,  hospitals,  and  other  providers  of  service  in  their  continu- 
ing cooperation  with  us  from  the  very  outset. 

During  the  first  half  of  1966  we  spent  a  great  deal  of  time  in  con- 
sultation with  officials  of  the  Social  Security  Administration  who  were 
establishing  the  various  administrative  functions  and  procedures  to  be 
used  in  carrying  out  the  role  assigned  to  us.  We  hoped  that  we  could 
speed  the  development  of  the  medicare  program  by  adapting  our  regu- 
lar administrative  practices  based  on  long  experience  in  serving  the 
millions  of  people  insured  for  comprehensive  medical  expense  bene- 
fits. 

Specifically,  we  had  anticipated  that  the  carriers  would  be  assigned 
certain  beneficiaries  for  whom  they  would  keep  benefit  records,  deter- 
mine deductible  amounts  and  pay  benefits.  This  is  our  regular  claim- 
handling  procedure. 

The  Social  Security  Administration  decided  to  program  all  records 
into  its  central  computer  system  in  Baltimore.  Thus,  it  became  neces- 
sary for  the  insurance  companies  to  tie  in  with  the  computer  in  order 
to  "ask"  it  for  day-to-day  information  about  each  beneficiary  before 
payment  of  a  claim  could  be  made. 

As  you  will  appreciate,  new  systems  seldom  perform  to  perfection 
the  first  time  around.  This  system  was  no  exception.  We  are  work- 
ing with  the  Social  Security  Administration  to  eliminate  the  bugs  and 
hopefully  to  make  the  medicare  system  as  efficient  as  our  own. 

Some  of  you  or  your  colleagues  may  have  received  complaints  about 
delays  in  the  payment  of  medicare  benefits.  It  is  true  that  there  have 
been  a  number  of  delays.  However,  it  should  be  appreciated  that  the 
size  and  scope  of  medicare  made  it  virtually  impossible  to  predict  in 
advance  with  any  high  degree  of  accuracy  either  the  ultimate  number 
of  bills  to  be  processed  by  any  given  carrier  or  how  fast  the  bills  would 
come  in. 

These  unexpected  claim  delays  are  being  coped  with  by  the  carriers 
through  extensive  use  of  overtime  and  of  personnel  from  their  own 
business.    Delays  should  be  minimal  in  the  future. 

Let  me  emphasize,  however,  that  these  payment  delays  have  not 
affected  the  beneficiaries'  ability  to  secure  the  medical  services  which 
the  program  is  intended  to  cover. 

The  Social  Security  Administration  has  made  a  yeoman  effort  to 
inform  the  public  about  the  medicare  program.  The  carriers  have 
conducted  information  programs  of  their  own  beamed  toward  pro- 
viders of  service,  physicians,  physicians'  assistants,  and  other  groups. 

Despite  all  this  work,  an  even  stronger  communications  effort  is 
needed  and  will  be  made.  In  particular,  the  insurance  company  car- 
riers will  intensify  their  efforts  to  guide  the  medical  assistants  of  phy- 
sicians in  aiding  patients  with  the  proper  filing  of  their  claims.  The 
errors  made  by  the  beneficiaries  in  filing  claims  have  been  a  major 
factor  in  delaying  claims  processing. 

Our  experience  indicates  that  most  physicians  have  been  exemplary 
in  their  treatment  of  medicare  beneficiaries  in  terms  of  both  medical 
attention  and  fees.    Our  claim  processing  systems  are  designed  to 
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screen  out  borderline  cases  as  well  as  the  unusual  cases.  We  make 
many  inquiries  and  investigations  in  order  to  resolve  missing  or  ques- 
tionable aspects  of  a  claim. 

DETERMINATION  OF  REASONABLE  CHARGES 

In  connection  with  physicians'  charges  I  turn  now  to  a  subject  which 
is  of  deep  concern  to  the  insurance  company  carriers  and  which  in- 
volves a  recently  proposed  regulation  (attached)  establishing  criteria 
for  carrier  determination  of  reasonable  charges. 

Section  1842(b)  (3)  of  Public  Law  89-97  states  that— 

In  determining  the  reasonable  charge  for  services  *  *  *  there  shall  be  taken 
into  consideration  the  customary  charges  for  similar  services  generally  made 
by  the  physician  *  *  *,  as  well  as  the  prevailing  charges  in  the  locality  for  simi- 
lar services." 

If  this  sounds  like  a  simple  task,  let  me  assure  you  that  it  isn't.  Sel- 
dom has  a  task  requiring  so  much  judgment  and  tact  been  described 
by  so  few  words. 

Why  is  this  so?  Because  relatively  few  physicians  have  a  cus- 
tomary charge  for  other  than  their  more  common  services,  such  as 
initial  office  visits,  subsequent  office  visits,  and  so  forth,  and  even  these 
customary  charges  do  not  necessarily  conform  to  any  published  fee 
schedule. 

Furthermore,  many  physicians  do  not  publicize  their  established 
customary  charges  and  hence  the  carrier  must  learn  of  them  by  ob- 
servation or  discreet  inquiry. 

Finally,  physicians  do  change  their  customary  charges  from  time 
to  time.  The  determination  of  prevailing  charges  in  a  given  locality 
can  require  even  more  skill. 

So  far,  the  carriers  have  been  free  to  exercise  their  best  judgment 
in  performing  this  task.  The  inclusion  in  the  proposed  regulation  of 
guidelines  in  terms  of  certain  mathematical  concepts  and  formulas 
raises  the  question  as  to  what  might  happen  at  some  future  date  if 
these  criteria  were  to  be  interpreted  as  rigid  rules  rather  than  flexible 
guidelines. 

We  are  particularly  concerned  that  the  proposed  regulation  contains 
only  one  example  of  "an  acceptable  method"  of  determining  prevailing 
charges  and  that  this  method  is  a  complex  mathematical  formula 
which  will  often  produce  results  that  are  at  odds  with  the  best  judg- 
ment of  the  carrier. 

At  the  time  Public  Law  89-97  was  enacted,  it  was  our  understand- 
ing that  the  Congress  desired  the  use  of  voluntary  health  insurance 
organizations  in  order  to  utilize  their  experienced  judgment  in  set- 
tling medicare  claims.  If  our  understanding  is  correct,  it  would  be 
well  to  have  the  committee  restate  that  the  carriers  are  expected  to 
have  a  fair  degree  of  latitude  in  settling  claims  and  to  be  allowed 
to  determine  reasonable  charges  in  accordance  with  their  best  judg- 
ment. 

RECOMMENDATIONS  ON  PROPOSED  AMENDMENTS  IN  H.R.  5710 

Now  we  would  like  to  olfer  several  specific  recommendations  con- 
cerning the  proposed  amendments  in  H.K.  5710. 
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Section  130  "Outpatient  Hospital  and  Diagnostic  Specialty  Bene- 
fits for  the  Aged  and  Disabled."  We  endorse  the  principle  behind  the 
change  in  outpatient  benefits  proposed  in  this  section  because  it  sim- 
plifies a  complex  benefit  provision  and  billing  procedure.  This  change 
would  assist  all  parties  concerned. 

To  give  you  an  idea  of  what  is  presently  involved,  the  cost  of  a 
typical  outpatient  visit  must  be  split  three  ways,  each  calling  for 
special  billings.  Then  the  social  security  office  in  Baltimore  must  be 
queried,  and  if  all  is  well,  the  fiscal  intermediary  must  pay  the  hospital 
in  two  parts,  one  chargeable  to  the  hospital  insurance  trust  fund,  and 
the  other  to  the  supplementary  medical  insurance  trust  fund. 

The  part  B  carrier  pays  yet  a  third  benefit.  The  beneficiary  then 
receives  two  letters,  one  from  the  part  A  fiscal  intermediary,  and  the 
other  from  the  part  B  carrier,  advising  him  of  what  has  happened. 

Indeed,  a  number  of  hospitals  have  declined  to  bill  medicare  for 
outpatient  benefits  rather  than  incur  the  relatively  high  cost  of  billing. 
Whether  section  130  is  adopted  as  now  written  or  in  some  modified 
form,  the  fiscal  intermediaries  and  carriers  will  need  sufficient  lead 
time  to  reprogram  their  computers  to  accommodate  the  change  in 
benefits. 

We,  therefore,  request  that  this  section  not  be  made  effective  earlier 
than  January  1, 1968. 

Section  131.  Elimination  of  requirement  of  physician  certification 
in  the  case  of  inpatient  hospitals  services  at  time  individual  becomes 
an  inpatient.  We  support  this  section  because  it  eliminates  a  duplicate 
requirement  that  is  causing  unnecessary  work.  Briefly,  the  act  cur- 
rently requires  that  a  physician  certify  every  admission  to  a  hospital. 
The  hospitals  themselves  have  always  had  an  equivalent  requirement. 

In  other  words,  there  is  now  a  double  requirement.  This  section  is  a 
step  in  the  right  direction.  It  eliminates  the  initial  certification  re- 
quirement for  general  hospitals.  We  recommend  that  it  go  further 
and  apply  to  all  providers  of  service. 

Section  153.  Underpayments.  We  urge  the  adoption  of  this  section, 
which  permits  carriers  to  process  claims  promptly  where  a  beneficiary 
has  died.  At  present  we  run  the  risk  of  long  delays  in  payment  of 
benefits  under  these  circumstances. 

Section  161.  Services  of  interns  and  residents  as  inpatient  hospital 
services.  We  support  this  section  because  it  provides  a  solution  to  an 
apparent  ambiguity  between  parts  A  and  B. 

In  brief,  part  A  includes  the  services  of  interns  and  residents  under 
approved  training  programs  as  a  "covered  hospital  cost/'  If  they  do 
not  work  under  an  approved  training  program,  their  professional 
services  are  covered  under  part  B.  We  believe  section  161  is  an  answer 
to  the  problem,  and  will  allow  the  processing  of  some  claims  which 
have  not  been  filed  because  of  the  present  situation. 

Section  162.  Payment  for  the  purchase  of  durable  medical  equip- 
ment. We  endorse  the  objective  of  this  section,  but  urge  that  it  go 
further.  The  section  deals  with  the  acquisition  of  durable  medical 
equipment,  as,  for  example,  a  wheelchair,  where  the  patient  will  need 
it  for  so  long  a  time  that  it  is  cheaper  to  buy  the  equipment  than  to 
rent  it.    This  is  a  familiar  situation  to  private  insurers. 

Many  of  our  group  medical  expense  insurance  policies  provide 
benefits  for  the  rental  of  durable  medical  equipment,  and  even  though 
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our  policies  are  silent  on  the  subject,  we  pay  for  outright  purchase  of 
the  equipment  when  that  seems  more  economical. 

Under  medicare  the  carriers  do  not  have  this  discretionary  power, 
and  we  believe  they  should.  Section  162  provides  that  a  beneficiary 
can  take  title  to  equipment  under  specified  lease-purchase  arrange- 
ments without  forfeiting  his  medicare  benefits. 

However,  lease-purchase  arrangements  are  not  always  available, 
and  we  therefore  recommend  that  the  section  be  amended  to  allow 
the  carrier  to  use  its  judgment  in  reimbursing  a  beneficiary  who  has 
purchased  durable  medical  equipment  he  needs,  so  long  as  the  cost  is 
reasonable,  compared  with  the  probable  long-term  rental  charges. 

SUGGESTED  RELIEF  FOR  HARDSHIP  UNDER  RECEIPTED  BILL  REQUIREMENT 

There  is  one  improvement  we  had  hoped  to  see  in  H.R.  5710  which 
is  not  there,  namely,  relief  from  the  receipted  bill  requirement.  As 
the  act  now  stands,  section  1842(b)  (3)  (B)  (ii)  requires  that  a  pay- 
ment which  is  based  on  charges,  "will  be  made  on  the  basis  of  a  re- 
ceipted bill,  or  on  the  basis  of  an  assignment  under  the  terms  of  which 
the  reasonable  charge  is  the  full  charge  for  the  service." 

The  percentage  of  physicians  accepting  assignments  under  medicare 
varies  considerably  from  one  location  to  another.  Overall,  however, 
it  appears  to  be  about  50  percent.  This  means  that  many  beneficiaries 
may  be  forced  to  borrow  money  in  order  to  secure  the  necessary  re- 
ceipted bill. 

We  would  suggest  correcting  this  situation  by  providing  for  a  third 
method  of  payment,  namely,  a  payment  made  jointly  to  the  beneficiary 
and  the  physician.  The  payment  of  the  benefit  would  be  drawn  joint- 
ly to  the  physician  and  the  beneficiary  and  would  be  sent  to  the  bene- 
ficiary who  would  enter  his  endorsement  and  then  forward  it  on  to  the 
physician  in  partial  settlement  of  his  bill.  This  third  method  would 
be  used  wherever  the  beneficiary  submitted  an  unreceipted  and  unas- 
signed  bill.  The  carrier's  determination  of  the  reasonable  charge 
would  not  be  binding  on  the  physician  or  the  supplier. 

We  urge  that  H.R.  5710  be  amended  to  adopt  this  joint-payee  method 
of  payment. 

Finally  we  recommend  that  no  additional  changes  be  made  at  this 
time  in  either  the  payment  procedures  or  the  benefits  structures  such 
as  the  deductibles  and  the  coinsurance.  We  make  this  recommenda- 
tion for  two  important  reasons. 

First,  it  takes  many  months,  sometimes  over  a  year,  to  design  or 
redesign  the  complex  computers  program  required.  Second,  although 
our  medicare  systems  are  working,  they  are  not  working  as  well  as 
they  should.  We  want  to  perfect  our  systems  in  order  to  achieve  a 
high  degree  of  efficiency.  This  effort  will  be  unduly  delayed  if  there 
are  significant  changes  in  the  program  beyond  those  we  have  already 
recommended. 

In  summary,  Mr.  Chairman,  in  my  testimony  I  have  reviewed  some 
of  the  major  problems  in  the  areas  of  administration  and  communica- 
tions and  have  presented  the  reasons  why  we  support  certain  proposed 
amendments.  It  is  my  hope  that  you  and  your  committee  will  find 
these  comments  and  suggestions  useful.  We  wish  to  continue  to  con- 
tribute to  the  further  success  of  the  medicare  program. 
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If  we  can  provide  additional  information  to  assist  the  committee  in 
its  deliberations  we  stand  ready  to  do  so. 
Thank  you. 

The  Chairman.  Mr.  Pettengill,  we  thank  you,  sir,  for  coming  to 
the  committee.  We  appreciate  Mr.  White  and  Mr.  Hanna  and  Mr. 
Hawkins  accompanying  you.  We  appreciate  your  analysis  of  the 
situation  from  the  point  of  view  of  the  insurance  intermediaries,  also 
your  comments  on  provisions  of  the  bill. 

I  think  it  would  be  appropriate  for  the  material  attached  to  your 
statement  to  appear  in  the  record  at  this  point. 

Mr.  Pettengill.  If  it  is  your  pleasure,  sir. 

The  Chairman.  If  there  is  no  objection,  it  will  be  made  a  part  of 
the  record. 

(The  proposed  regulation  referred  to  follows :) 

Department  of  Health,  Education,  and  Welfare 
Social  Security  Administration 
[20  OFR  Part  405] 

HEALTH  INSURANCE  PROGRAM  FOR  THE  AGED 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given,  pursuant  to  the  Administrative  Procedure  Act,  as 
amended,  that  the  regulations  set  forth  below  in  tentative  form  are  proposed 
by  the  Commissioner  of  Social  Security,  with  the  approval  of  the  Secretary  of 
Health,  Education,  and  Welfare.  The  proposed  regulations  ( §  405.501  et  seq. ) 
relate  to  the  criteria  for  determination  of  reasonable  charges  for  services  of 
physicians  and  other  persons  furnishing  medical  and  other  health  services  cov- 
ered under  the  supplementary  medical  insurance  program  and  the  principles  for 
determining  whether  reimbursement  for  the  services  of  interns,  residents,  and 
supervising  physicians  rendered  in  connection  with  graduate  medical  education 
programs  will  be  made  under  Part  A  or  Part  B  of  title  XVIII  of  the  Social 
Security  Act. 

Prior  to  the  final  adoption  of  the  proposed  regulations,  consideration  will  be 
given  to  any  data,  views,  or  arguments  pertaining  thereto  which  are  submitted 
in  writing,  in  duplicate,  to  the  Commissioner  of  Social  Security,  Department  of 
Health,  Education,  and  Welfare  Building,  Fourth  and  Independence  Avenue 
SW.,  Washington,  D.C.  20201,  within  a  period  of  30  days  from  the  date  of 
publication  of  this  notice  in  the  Federal  Register. 

The  proposed  Federal  Health  Insurance  for  the  Aged  regulations  are  to  be 
issued  under  the  authority  contained  in  sections  1102,  1814(b),  1833(a),  1842(b), 
and  1871,  49  Stat.  647,  as  amended,  79  Stat  296,  79  Stat.  302,  79  Stat.  310,  79 
Stat.  331 ;  42  U.S.C.  1302, 1395  et  seq. 

[seal]  Robert  M.  Ball, 

Commissioner  of  Social  Security. 

Approved  :  January  28, 1967. 

Wilbur  J.  Cohen, 
Acting  Secretary  of  Health, 

Education,  and  Welfare. 

SUBPART  E  CRITERIA  FOR  DETERMINATION  OF  REASONABLE  CHARGES  ;  REIMBURSEMENT 

FOR  SERVICES  OF  HOSPITAL  INTERNS,  RESIDENTS,  AND  SUPERVISING  PHYSICIANS 

§  405.501    Determination  of  reasonable  charges. 

Payment  for  medical  and  other  health  services  (see  §405.251)  furnished  by 
physicians  or  other  persons  (except  for  services  furnished  by  group  practice 
prepayment  plans  electing  cost  reimbursement  and  certain  services  furnished  by, 
or  under  arragements  made  by,  a  provider  of  services)  is  made  on  the  basis  of 
the  "reasonable  charge"  for  such  service  which  is  determined  by  the  carriers 
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selected  by  the  Secretary  to  assist  in  the  administration  of  the  supplementary 
medical  insurance  program. 

§  405.502    Criteria  for  determining  reasonable  charges. 

(a)  Criteria.  The  two  criteria  set  out  in  the  law  which  are  considered  in  de- 
termining reasonable  charges  are : 

( 1 )  The  customary  charges  for  similar  services  generally  made  by  the  physician 
or  other  person  furnishing  such  services ;  and 

(2)  ,  The  prevailing  charges  in  the  locality  for  similar  services. 

(b)  Comparable  services  limitation.  The  law  also  specifies  that  the  reasonable 
charge  cannot  be  higher  than  the  charge  applicable  for  a  comparable  service  under 
comparable  circumstances  to  the  carriers'  own  policyholders  and  subscribers. 

(c)  Application  of  criteria.  In  applying  these  criteria,  the  carriers  are  to 
exercise  judgment  based  on  factual  data  on  the  charges  made  by  physicians  to 
patients  generally  and  by  other  persons  to  the  public  in  general  and  on  special 
factors  that  may  exist  in  individual  cases  so  that  determinations  of  reasonable 
charges  are  realistic  and  equitable. 

(d)  Responsibility  of  administration  and  carriers.  Determinations  by  car- 
riers of  reasonable  charge  are  not  reviewed  on  a  case-by-case  basis  by  the  Social 
Security  Administration,  although  the  general  procedures  and  performance  of 
functions  by  carriers  are*  evaluated.  In  making  deteminations,  carriers  apply 
the  provisions  of  the  law  under  broad  principles  issued  by  the  Social  Security 
Administration.  These  principles  are  intended  to  assure  overall  consistency 
among  carriers  in  their  determinations  of  reasonable  charge.  The  principles  in 
§§  405.503-405.507  establish  the  criteria  for  making  such  determinations  in  ac- 
cordance wtih  the  statutory  provisions. 

§  405.503   Determining  customary  charges. 

(a)  Uniform  amount.  The  term  "customary  charges"  will  refer  to  the  uni- 
form amount  which  the  individual  physician  or  other  person  charges  in  the 
majority  of  cases  for  a  specific  medical  procedure  or  service.  In  determining 
such  uniform  amount,  token  charges  for  charity  patients  and  substandard 
charges  for  welfare  and  other  low  income  patients  are  to  be  excluded.  The  rea- 
sonable charge  cannot,  except  as  provided  in  §  405.506,  be  higher  than  the  in- 
dividual physician's  or  other  person's  customary  charge.  The  customary  charge 
for  different  physicians  or  other  persons  may,  of  course,  vary.  The  law  does 
not  contemplate  the  establishment  of  a  general  fee  schedule  applicable  to  all 
physicians  or  other  persons  furnishing  medical  and  other  services  but  calls  for 
individual  determinations  which  take  into  acount  the  facts  as  to  existing  prac- 
tice with  respect  to  charges  of  the  particular  physician  or  other  person  as  well 
as  others  in  the  locality.  However,  payment  for  a  covered  service  would  be  based 
on  the  actual  charge  for  the  service  when,  in  a  given  instance,  that  charge  is 
less  than  the  amount  which  the  carrier  would  otherwise  have  found  to  be  within 
the  limits  of  acceptable  charges  for  the  particular  service.  Moreover,  the  income 
of  the  individual  beneficiary  is  not  to  be  taken  into  account  by  the  carrier  in  de- 
termining the  amount  which  is  considered  to  be  a  reasonable  charge  for  a  service 
rendered  to  him.  There  is  no  provision  in  the  law  for  a  carrier  to  evaluate 
the  reasonableness  of  charges  in  light  of  an  individual  beneficiary's  economic 
status. 

(b)  Variation  of  charges.  If  the  individual  physician  or  other  person  varies 
his  charges  for  a  specific  medical  procedure  or  service,  so  that  no  one  amount 
is  charged  in  the  majority  of  cases,  it  will  be  necessary  for  the  carrier  to  ex- 
ercise judgment  in  the  establishment  of  a  "customary  charge"  for  such  physician 
or  other  person.  In  making  this  judgment,  an  important  guide,  to  be  utilized 
when  a  sufficient  volume  of  data  on  the  physician's  or  other  person's  charges  is 
available,  would  be  the  median  or  mid-point  of  his  charges,  excluding  token  and 
substandard  charges  as  well  as  exceptional  clustering  of  charges  in  the  vicinity 
of  the  median  amount  might  indicate  that  a  point  of  such  clustering  should  be 
taken  as  the  physician's  or  other  person's  "customary"  charge.  Use  of  relative 
value  scales  will  help  in  arriving  at  a  decision  in  such  instances. 

(c)  Use  of  relative  value  scales.  If,  for  a  particular  medical  procedure  or 
service,  the  carrier  is  unable  to  determine  the  customary  charge  on  the  basis 
of  reliable  statistical  data  (for  example,  because  the  carrier  does  not  yet  have 
sufficient  data  or  because  the  performance  of  the  particular  medical  procedure 
or  service  by  the  physician  or  other  person  is  infrequent),  the  carrier  may  use 
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appropriate  relative  value  scales  to  determine  the  customary  charge  for  such 
procedure  or  service  in  relation  to  customary  charges  of  the  same  physician 
or  person  for  other  medical  procedures  and  services. 

(d)  Revision  of  customary  charge.  A  physician's  or  other  person's  customary 
charge  is  not  necessarily  a  static  amount.  Where  a  physician  or  other  person 
alters  his  charges,  a  revised  pattern  of  charges  for  his  services  may  develop. 
Where  on  the  basis  of  adequate  evidence,  the  carrier  finds  that  the  physician 
or  other  person  furnishing  services  has  changed  his  charge  to  the  public  in  gen- 
eral for  a  service,  the  revised  charge  may  be  recognized  as  the  customary  charge 
in  making  determinations  of  reasonable  charges  for  such  service  when  rendered 
thereafter  to  supplementary  insurance  beneficiaries.  If  the  new  customary 
charge  is  not  above  the  prevailing  level,  it  may  be  deemed  to  be  reasonable  by 
the  carrier,  subject  to  the  provisions  of  §  405.508. 

§  405.504-    Determining  prevailing  charges. 

(a)  Ranges  of  charges.  The  term  "prevailing  charges"  refers  to  those  charges 
which  fall  within  the  range  of  charges  most  frequently  and  most  widely  used 
in  a  locality  for  a  particular  medical  procedures  or  services.  The  top  of  this 
range  establishes,  except  as  provided  in  §  405.506,  an  overall  limitation  on  the 
charges  which  a  carrier  will  accept  as  reasonable  for  a  given  medical  procedure 
or  service.  Prevailing  charges  are  derived  from  the  overall  pattern  existing 
within  a  locality.  For  example,  in  a  given  locality  the  carrier  may  find  that 
the  charges  most  frequently  and  widely  used  by  physicians  for  a  particular 
medical  procedure  range  from  $150  to  $175.  If  in  another  locality  the  carrier 
finds  that  the  prevailing  charges  are  different  for  the  same  procedure,  then 
a  different  range  of  charges  would  be  applied  in  making  reasonable  charge 
determinations  for  that  locality.  An  acceptable  method  for  the  carrier  to 
objectively  determine  that  the  point  at  which  such  limtation  is  established 
would  be  the  use  of  the  mean  (arithmetic  average)  of  the  customary  charges  of 
physicians  or  other  persons  in  the  locality  for  a  given  medical  procedure 
or  service,  plus  one  standard  deviation  above  the  mean,  rounded  to  the  next 
highest  dollar.  However,  the  carrier  will  adopt  an  appropriate  limt  for  each 
procedure  or  service  with  judgment  being  exercised  to  assure  that  with  respect  to 
each  particular  array  of  data  the  result  reached  is  reasonable.  If,  for  example, 
there  is  a  point  just  above  the  standard  deviation  which  represents  the  amount 
charged  by  a  substantial  number  of  physicans  in  the  locality,  the  limitation 
might,  in  such  a  situation,  be  establsihed  so  as  to  include  this  point.  On  the  other 
hand,  the  "trailing  off"  of  an  appreciable  number  of  charges  above  the  mean  plus 
one  standard  deviation  would  not  justify  an  upward  adjustment.  The  "standard 
deviation"  is  a  basic  statistical  measure  widely  used  in  dealing  with  variations 
from  a  central  tendency  or  norm.  Its  advantage  over  the  approach  that  the 
"prevailng  charge"  is  to  include  a  fixed  percentage  of  all  charges  lies  in  the  fact 
that  the  standard  deviation  is  flexible  rather  than  rigid.  It  takes  into  account 
and  is  responsive  to  differences  in  the  spread  that  exists  in  the  underlying  data. 

(b)  Variation  in  range  of  prevailing  charges.  The  range  of  prevailing  charges 
in  a  locality  may  be  different  for  physicians  or  other  persons  who  engage  in  a 
specialty  practice  or  service  than  for  others.  Existing  differentials  in  the  level 
of  charges  between  different  kinds  of  practice  or  service  could,  in  some  localities, 
lead  to  the  development  of  more  than  one  range  of  prevailing  charges  for  applica- 
tion by  the  carrier  in  its  determinations  of  reasonable  charges.  Carrier  decisions 
in  this  respect  should  be  responsive  to  the  existing  patterns  of  charges  by  physi- 
cians and  other  persons  who  render  covered  services,  and  should  establish  dif- 
ferentials in  the  levels  of  charges  between  different  kinds  of  practice  or  service 
only  where  in  accord  with  such  patterns. 

(c)  Reevaluation  and  adjustment  of  prevailing  charges.  Determinations  of 
prevailing  charges  by  the  carrier  are  to  be  reevaluated  and  adjusted  from  time 
to  time  on  the  basis  of  factual  information  about  the  charges  made  by  physicians 
and  other  persons  to  the  public  in  general.  This  information  should  be  obtained 
from  all  possible  sources  including  a  carrier's  experience  with  its  own  programs 
as  well  with  the  supplementary  medical  insurance  program. 

§  405.505  Determination  of  ''locality:' 

"Locality"  is  the  geographical  area  to  be  determined  by  the  carrier  and  used 
for  deriving  the  prevailing  charge  for  services.  Usually,  a  locality  will  be  a 
political  or  economic  subdivision  of  a  State.  It  should  include  a  cross  section  of 
the  population  with  respect  to  economic  and  other  characteristics.    Where  people 
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tend  to  gravitate  toward  certain  population  centers  to  obtain  medical  care  or 
service,  localities  may  be  recognized  on  a  basis  constituting  medical  service  areas 
(interstate  or  otherwise),  comparable  in  concept  to  "trade  areas."  Localities 
may  differ  in  population  density,  economic  level,  and  other  major  factors  affecting 
charges  for  services.  Carriers  therefore  shall  delineate  "localities"  on  the  basis 
of  their  knowledge  of  local  conditions.  However,  distinctions  between  localities 
are  not  to  be  so  finely  made  that  a  "locality"  includes  only  a  very  limited  geo- 
graphic area  whose  population  has  distinctly  similar  income  characteristics  (e.g., 
a  very  rich  or  very  poor  neighborhood  within  a  city) . 

§  405.506  Charges  higher  than  customary  or  prevailing  charges. 

A  charge  which  exceeds  either  the  customary  charge  of  the  physician  or  other 
person  who  rendered  the  medical  or  other  health  service,  or  the  prevailing  charge 
in  the  locality,  or  both,  may  be  found  to  be  reasonable  but  only  where  there  are 
unusual  circumstances,  or  medical  complications  requiring  additional  time,  effort 
or  expense  which  support  an  additional  charge,  and  only  if  it  is  acceptable  medi- 
cal or  medical  service  practice  to  make  an  extra  charge  in  such  cases.  On  the 
other  hand,  the  mere  fact  that  the  physician's  or  other  person's  customary  charge 
is  higher  than  prevailing  would  not  justify  a  determination  of  reasonable  charge 
higher  than  the  prevailing  charge. 

§  405.507  Illustrations  of  the  application  of  the  criteria  for  determining  reason- 
able charges. 

The  following  examples  illustrate  how  the  general  criteria  on  customary 
charges  and  prevailing  charges  might  be  applied  in  determining  reasonable 
charges  under  the  supplementary  medical  insurance  program.  Basically,  these 
examples  demonstrate  that,  except  where  the  actual  charge  is  less,  reasonable 
charges  will  reflect  current  customary  charges  of  the  particular  physician  or 
other  person  within  the  ranges  of  the  current  prevailing  charges  in  the  locality 
for  that  type  and  level  of  service : 

"The  prevailing  charge  for  a  specific  medical  procedure  ranges  from  $80  to  $100 
in  a  certain  locality. 

"Doctor  A's  bill  is  for  $75  although  he  customarily  charges  $80  for  the 
procedure. 

"Doctor  B's  bill  is  his  customary  charge  of  $85. 
"Doctor  C's  bill  is  his  customary  charge  of  $125. 

"Doctor  D's  bill  is  for  $100,  although  he  customarily  charges  $80,  and  there  are 
no  special  circumstances  in  the  case. 

"The  reasonable  charge  for  Doctor  A  would  be  limited  to  $75  since  under  the 
law  the  reasonable  charge  cannot  exceed  the  actual  charge,  even  if  it  is  lower 
than  his  customary  charge  and  below  the  prevailing  charges  for  the  locality. 

"The  reasonable  charge  for  Doctor  B  would  be  $85  because  it  is  his  customary 
charge  and  it  falls  within  the  range  of  prevailing  charges  for  that  locality. 

"The  reasonable  charge  for  Doctor  C  could  not  be  more  than  $100,  the  top  of 
the  range  of  prevailing  charges. 

"The  reasonable  charge  for  Doctor  D  would  be  $80,  because  that  is  his  cus- 
tomary charge.  Even  though  his  actual  charge  of  $100  falls  within  the  range  of 
prevailing  charges,  the  reasonable  charge  cannot  exceed  his  customary  charge  in 
the  absence  of  special  circumstances." 

§  405.508   Determination  of  comparable  circumstances;  limitation. 

(a)  Application  of  limitation.  The  carrier  may  not  in  any  case  make  a  de- 
termination of  reasonable  charge  which  would  be  higher  than  the  charge  upon 
which  it  would  base  payment  to  its  own  policyholders  for  a  comparable  service 
in  comparable  circumstances.  The  charge  upon  which  it  would  base  payment, 
however,  does  not  necessarily  mean  the  amount  the  carrier  would  be  obligated 
to  pay.  Under  certain  circumstances,  some  carriers  pay  amounts  on  behalf  of 
individuals  who  are  their  policyholders,  which  are  below  the  customary  charges 
of  physicians  or  other  persons  to  other  individuals.  Payment  under  the  sup- 
plementary medical  insurance  program  would  not  be  limited  to  these  lower 
amounts. 

(b)  When  comparability  exists.  "Comparable  circumstances,"  as  used  in  the 
Act  and  this  subpart,  refers  to  the  circumstances  under  which  services  are  ren- 
dered to  individuals  and  the  nature  of  the  carrier's  health  insurance  programs 
and  the  method  it  uses  to  determine  the  amounts  of  payments  under  these  pro- 
grams.   Generally,  comparability  would  exist  where : 
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(1)  The  carrier  bases  payment  under  its  program  on  the  usual  and  custom- 
ary charges  of  physicians  or  other  persons  and  on  current  prevailing  charges 
in  a  locality,  and 

(2)  The  determination  does  not  preclude  recognition  of  factors  such  as 
specialty  status  and  unusual  circumstances  which  affect  the  amount  charged 
for  a  service. 

(c)  Responsibility  for  determining  comparability.  Responsibility  for  deter- 
mining whether  or  not  a  carrier's  program  has  comparability  will  in  the  first  in- 
stance fall  upon  the  carrier  in  reporting  pertinent  information  about  its  pro- 
grams to  the  Social  Security  Administration.  When  the  pertinent  informa- 
tion has  been  reported,  the  Social  Security  Administration  will  advise  the  car- 
rier whether  any  of  its  programs  have  comparability. 

§  405.520    Reimbursement  for  services  of  interns,  residents  and  supervising 
physicians ;  general. 

(a)  Under  the  health  insurance  program,  almost  all  the  aged  have  protection 
against  hospital  expenses,  and  the  great  majority  also  have  protection  against 
medical  expenses.  This  health  insurance  coverage  is  intended  to  provide  a 
substantial  measure  of  freedom  to  beneficiaries  in  selecting  hospitals  and  physi- 
cians of  their  choice.  Whatever  the  choice,  beneficiaries,  as  insured  patients, 
are  to  be  accorded  the  same  status  as  other  insured  and  paying  patients  in  re- 
gard to  the  hospital  and  medical  care  they  are  provided. 

(b)  Many  beneficiaries  will  choose  to  receive  the  care  they  need  from  hos- 
pitals with  approved  graduate  medical  education  programs  and  from  other  insti- 
tutions where  services  of  interns  and  residents  are  provided.  Many  will  receive 
care  in  these  hospitals  as  patients  of  physicians  who,  in  turn,  will  involve  interns 
and  residents  in  the  care  of  their  patients.  The  basis  for  reimbursement  for 
such  services  by  interns  and  residents  is  different  from  that  applicable  to  such 
physicians'  services. 

§  405.521    Services  of  attending  physicians  supervising  interns  and  residents. 

(a)  Attending  physicians'  services  rendered  to  beneficiaries  in  a  teaching 
setting  are  covered  under  the  supplementary  medical  insurance  program  and 
the  payment  for  such  services  is  on  the  basis  of  reasonable  charges  (see  pars, 
(b)  and  (c)  of  this  section).  The  costs  to  a  hospital  for  teaching  services  fur- 
nished by  a  physician  in  connection  with  an  approved  graduate  medical  educa- 
tion program  are  allowable  in  accordance  with  the  principle  of  reimbursement 
for  provider  costs  (see  par.  (d)). 

(b)  Payment  on  the  basis  of  reasonable  charges  is  applicable  to  the  profes- 
sional services  rendered  to  a  beneficiary  by  his  attending  physician  where  the 
attending  physician  provides  personal  and  identifiable  direction  to  interns  or 
residents  who  are  participating  in  the  care  of  his  patient.  In  the  case  of  major 
surgical  procedures  and  "other  complex  and  dangerous  procedures  or  situations, 
such  personal  and  identifiable  direction  must  include  supervision  in  person  by 
the  attending  physician.  A  charge  should  be  recognized  under  Part  B  for  the 
services  of  an  attending  physician  who  involves  residents  and  interns  in  the 
care  of  his  patient  only  if  his  services  to  the  patient  are  of  the  same  character,  in 
terms  of  the  responsibilities  to  the  patient  that  are  assumed  and  fulfilled,  as  the 
services  he  renders  to  his  other  paying  patients.  The  carrying  out  by  the  physi- 
cian of  these  responsibilities  would  be  demonstrated  by  such  actions  as :  Review- 
ing the  patient's  history  and  physical  examination  and  personally  examining 
the  patient  with  a  reasonable  period  after  admission ;  confirming  or  revising 
diagnosis  ;  determining  the  course  of  treatment  to  be  followed  ;  assuring  that  any 
supervision  needed  by  the  interns  and  residents  was  furnished ;  and  by  making 
frequent  reviews  of  the  patient's  progress. 

fc)  Changes  for  such  services  of  the  attending  physician  may  be  billed  either 
directly  by  him  or  by  the  hospital  under  arrangements  between  the  physician 
and  the  hospital.  In  either  case,  the  amount  payable  under  the  program  for  such 
services  may  be  determined  in  accordance  with  the  same  criteria  for  the  deter- 
mination of  reasonable  charges  as  are  applicable  to  the  services  which  the 
physician  renders  to  his  other  patients  (see  §§  405.501-405.508  of  this  Subpart  E). 

(d)  It  is  recognized  that  there  will  necessarily  be  situations  where  a  patient 
will  receive  medical  services  in  the  teaching  setting  for  which  payment  on  the 
basis  of  reasonable  charges  will  not  be  applicable.  For  example,  there  will  be 
instances  where  it  will  neither  be  necessary  from  the  standpoint  of  the  medical 
needs  of  the  patient  nor  appropriate  from  the  standpoint  of  the  continuing 
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development  of  the  residents'  competence  for  there  to  be  an  attending  physician 
who  carries  out  the  responsibilities  referred  to  in  paragraph  (b)  of  this  section. 
Whether  or  not  a  physician  makes  a  charge  recognized  under  the  supplementary 
medical  insurance  program  for  services  to  patients  which  involve  the  participa- 
tion of  residents  or  interns,  the  hospital  can  receive  reimbursement  on  a  cost 
basis  for  an  appropriate  share  of  the  compensation  it  pays  its  residents  and 
interns.  If  the  teaching  program  is  an  approved  educational  activity  of  the 
hospital,  reimbursement  will  also  be  available  on  a  cost  basis  to  the  hospital  for 
an  appropriate  share  of  the  compensation  it  pays  to  physicians  for  teaching 
services  (as  opposed  to  professional  services  which  contribute  to  the  diagnosis 
or  treatment  of  the  patient)  and  for  other  costs  of  educational  programs  con- 
ducted by  the  hospital.  These  costs  are  allowable  in  accordance  with  the  prin- 
ciples of  reimbursement  for  provider  costs  (see  §405.421  of  Subpart  D). 

(e)  Nothing  in  the  foregoing  restricts  the  disposition  of  payments  for  services 
received  either  from  the  health  insurance  program  or  from  beneficiaries,  in  ac- 
cordance with  agreements  between  hospital  and  physicians. 

§  405.522   Interns'  and  residents'  services  in.  approved  teaching  programs. 

(a)  Title  XVIII  of  the  Act  gives  recognition  to  hospital  teaching  programs 
which  are  duly  approved  in  their  respective  fields  by  the  Council  on  Medical 
Education  of  the  American  Medical  Association,  the  Committee  on  Hospitals  of 
the  Bureau  of  Professional  Education  of  the  American  Osteopathic  Association, 
or  the  Council  on  Dental  Education  of  the  American  Dental  Association. 

(b)  Services  of  interns  and  residents  in  such  approved  programs  are  explicitly 
excluded  from  the  definition  of  "physicians'  services"  (see  Subpart  R)  and  are 
covered  as  hospital  services.  This  exclusion  applies  whether  or  not  the  intern 
or  resident  may  be  authorized  to  practice  as  a  physician  under  the  laws  of  the 
State  in  which  he  performs  his  services.  In  accordance  with  the  basis  for  pay- 
ment under  the  health  insurance  program  for  services  provided  by  participating 
hospitals,  the  cost  of  the  services  of  interns  and  residents  is  reimbursable  to  the 
hospital,  specifically  as  a  component  of  allowable  costs  defined  by  the  principles 
of  reimbursement  for  provider  costs  set  forth  in  Subpart  D  of  Part  405.  Under 
the  principles  discussed  in  Subpart  D  of  this  Part  405,  an  appropriate  share  of 
the  provider's  total  allowable  costs  is  reimbursable  under  the  health  insurance 
program.  (For  purposes  of  including  services  of  interns  and  residents  as  an 
element  of  allowable  cost  in  accordance  with  these  principles,  recording  and  re- 
porting by  the  hospital  of  the  specific  services  rendered  to  individual  beneficaries 
is  not  necessary. ) 

(c)  Conversely,  services  of  interns  and  residents  are  not  reimbursable  under 
the  health  insurance  program  on  the  basis  which  applies  to  physicians'  services ; 
i.e.,  reasonable  charges  (see  §§  405.501-405.508  of  this  Subpart  E).  This  distinc- 
tion with  respect  to  the  basis  for  the  health  insurance  program  reimbursement 
applies  to  services  of  interns  and  residents  whether  covered  by  the  hospital  insur- 
ance program  or  the  supplementary  medical  insurance  program.  The  cost  of  out- 
patient diagnostic  services  (see  §405.145)  covered  under  the  hospital  insurance 
program  (see  Subpart  A  of  Part  405)  and  other  outpatient  services  (see  §  405.231) 
covered  under  the  supplementary  medical  insurance  program  (see  Subpart  B  of 
Part  405 )  which  are  provided  by  a  hospital,  including  intern  and  resident  services 
where  involved,  is  reimbursed  to  the  hospital  under  the  health  insurance  program 
to  the  extent  of  80  percent  of  the  cost  of  services  rendered  to  the  beneficiaries 
after  recognition  of  the  deductible  amount  (see  §  405.142  and  §  405.240(d) ) .  The 
beneficiary  will  incur  the  expense  of  the  deductible  and  coinsurance  amounts  as 
determined  on  the  basis  of  the  hospital's  charges  to  the  beneficiary.  Hospital 
charges  may  include  a  charge  for  the  services  of  interns  or  residents  as  a 
specific  item,  or  these  services  may  be  included  in  the  general  charges  to  the 
beneficiary  made  by  the  hospital  for  the  covered  services  it  provides. 

§  405.523    Interns'  and  residents'  services  not  in  approved  teaching  programs. 

( a )  The  services  of  a  hospital  resident  or  intern  who  is  not  under  an  approved 
teaching  program  in  the  hospital  are  reimbursable  to  the  hospital  on  a  cost  basis 
under  the  supplementary  medical  insurance  program.  For  purposes  of  this  sec- 
tion, such  services  shall  be  deemed  to  include  services  of  a  physician  employed 
by  the  hospital  who  is  authorized  to  practice  only  in  a  hospital  setting.  Even 
where  such  services  are  rendered  to  inpatients,  the  cost  of  the  services  is  not  an 
allowable  cost  under  the  hospital  insurance  program  but  is  allowable  under  the 
supplementary  medical  insurance  program. 
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(b)  In  this  connection  reimbursement  under  the  health  insurance  program  for 
services  discussed  in  paragraph  (a)  of  this  section  will  be  to  the  hospital  in  an 
amount  of  80  percent  of  the  cost  of  services  rendered  to  the  beneficiaries  after 
recognition  of  the  deductible.  The  beneficiary  will  incur  the  expense  of  the  de- 
ductible and  coinsurance  amounts  as  determined  on  the  basis  of  the  hospital's 
charges  to  the  beneficiary  for  its  services  that  are  covered  under  the  supplemen- 
tary medical  insurance  program. 

§  Jf05.52J^    Interns'  and  residents'  services  outside  the  hospital. 

(a)  Under  the  hospital  insurance  program,  the  allowable  costs  on  which  reim- 
bursement to  a  participating  extended  care  facility  for  covered  services  is  based 
may  include  the  cost  of  services  of  an  intern  or  resident  who  is  under  an  approved 
teaching  program  in  a  hospital  with  which  the  facility  has  a  transfer  agreement 
(see  §  405.1133)  which  provides,  in  part,  for  the  transfer  of  patients  and  the  inter- 
change of  medical  records.  Likewise,  a  participating  home  health  agency  may  be 
reimbursed  under  the  hospital  insurance  program  for  the  cost  of  the  services  of 
an  intern  or  resident  who  is  under  an  approved  teaching  program  of  a  hospital 
with  which  the  home  health  agency  is  affiliated  or  under  common  control,  where 
these  services  are  furnished  as  part  of  the  posthospital  home  health  visits  for  a 
medicare  beneficiary. 

(b)  Medical  services  of  a  resident  or  intern  by  a  hospital  which  are  furnished 
by  a  provider  of  services  are  reimbursed  under  the  supplementary  medical  insur- 
ance program  on  an  80  percent  of  allowable  cost  basis  if  reimbursement  is  not 
provided  under  the  hospital  insurance  program. 

§  li05.525    Basis  of  reimbursement  under  the  health  insurance  program  for  serv- 
ices of  interns  and  residents. 


Status  of  patient 


Hospital  inpatient  

Receiving  outpatient 

hospital  diagnostic 

services. 
Receiving  therapeutic 

outpatient  hospital 

services. 
Extended  care  facility 

inpatient. 


Home  health  plan 
patient. 


Status  of  intern  or  resident 


Under  approved  program. 

Other  

Under  approved  program. 
Other..  


Under  approved  program. 
Other  


Under  approved  program  of  a  hospital 
with  which  facility  has  a  transfer 
agreement. 

Other  

Posthospital  services  furnished  under 
approved  programs  of  hospital  with 
which  the  Home  Health  Agency  is 
affiliated  or  under  common  control. 

Other  


Reimbursement 
provided  under  2 


Part  A. 
PartB. 
Part  A. 
PartB. 


.do. 
.do. 


Part  A. 


Part  B. 
Part  A. 


Part  B. 


Basis  of  payment 


Cost. 

80  percent  of  cost. 
Do. 
Do. 


Do. 
Do. 


Cost. 


80  percent  of  cost. 
Cost. 


80  percent  of  cost. 


1  An  "approved  program"  means  approval  by  the  Council  on  Medical  Education  of  the  AMA,  by  the 
Committee  on  Hospitals  of  the  Bureau  of  Professional  Education  of  the  AO  A,  or  by  the  Council  of  Dental 
Education  of  the  ADA.  "Other"  interns  and  residents  include,  in  addition  to  interns  and  residents-in- 
training,  a  physician  employed  by  a  hospital  and  acting  in  the  capacity  of  an  intern  or  resident. 

2  "Part  A"  refers  to  the  hospital  insurance  program  and  "Part  B"  refers  to  the  supplementary  medical 
insurance  program. 

3  The  term  "cost"  refers  to  reimbursement  on  a  cost  basis  in  accordance  with  the  principles  in  Subpart  D 
of  Part  405. 

[F.R.  Doc.  67-1492;  Filed,  Feb.  7,  1967;  8:47  a.m.] 

The  Chairman.  Mr.  Pettengill,  what  is  the  position  of  your  group 
on  the  proposed  part  C  ? 

Mr.  Pettengill.  The  proposed  part  C,  sir,  consists  of  actually  two 
pieces.  One  is  the  gathering  together  of  the  various  outpatient  bene- 
fits, that  is,  benefits  for  hospital  outpatient  charg-es,  into  a  single  out- 
patient benefit.  Even  though  it  is  called  part  C,  it  would  in  actuality 
be  a  covered  expense  under  part  B  of  the  program  available  only  to 
those  who  subscribe  for  part  B  and  subject  to  the  $50  calendar  de- 
ductible and  the  20  percent  coinsurance. 
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This  is  one  way  of  arriving  at  a  single  hospital  outpatient  benefit. 
It  seems  reasonable  to  us  and,  as  I  mentioned  to  you  in  my  text,  we 
feel  it  is  highly  desirable  to  simplify  the  outpatient  benefit. 

I  might  mention  for  your  information  that  in  my  own  company  we 
find  that  the  hospitals  are  having  to  make  out  these  various  out- 
patient bills  and  send  them  to  us  and  yet  in  less  than  one-third  of  the 
cases  are  we  able  to  pay  any  actual  dollar  benefits  back  to  the  hospitals. 

In  other  words,  this  is  a  tremendous  amount  of  paperwork  for  very 
little  return. 

Now,  the  other  piece  of  part  C  is  a  reorientation  of  the  professional 
services  of  physicians  with  respect  to  diagnostic  X-rays  and  diag- 
nostic laboratory  work.  Here  the  suggestion  is  that  if  this  work  is 
done  while  other  than  an  inpatient  in  the  hospital,  it  should  be  under 
part  B.  Even  though  this  is  called  part  C,  nevertheless,  effectively  it 
is  under  part  B  and  is  subject  to  the  part  B  deductible  and  coinsurance. 
If  the  work  is  done  while  an  inpatient  in  the  hospital,  then  payment 
shall  be  under  part  A  at  the  rate  of  100  percent  and  without  any 
deductible. 

We  do  not  deny  that  this  would  be  a  simplification  over  the  present 
arrangement,  but  we  would  point  out  that  certainly  you  should  con- 
sult with  the  doctors  and  the  hospitals  as  to  whether  this  is  an  appro- 
priate mechanism,  and  certainly  it  does  create  an  advantage  to  having 
work  done  in  the  hospital  rather  than  out  of  the  hospital  because  100- 
percent  reimbursement  always  sounds  better  to  the  public  than  80 
percent. 

The  Chairman.  Mr.  Pettengill,  in  determining  reasonable  charges 
for  the  medicare  beneficiaries  are  your  procedures  more  complex  and 
administrative  costs  greater  than  they  are  for  your  regular  clients  un- 
der age  65  ? 

Mr.  Pettengill.  Yes,  sir. 

The  Chairman.  Will  you  give  us  some  information  on  the  reasons 
why? 

Mr.  Pettengill.  It  is  our  understanding  of  the  Suecial  Security 
Administration's  regulations  as  thus  far  promulgated  that  we  need 
to  be  very  carefully  satisfied  in  connection  with  each  claim  that  we 
have  the  doctor's  customary  charge  for  the  particular  procedure  or 
procedures  that  he  has  rendered  the  beneficiary. 

Now,  our  interpretation  of  this  requirement  is  that  literally  we 
must  have  the  same  sort  of  assurance  of  his  customary  charges  as  a 
fiscal  intermediary  is  required  to  have  under  the  hospital  program: 
re  a  physician's  certification  of  admission.  We  feel  we  should,  and 
in  our  regular  business  we  do  exercise  a  certain  degree  of  judgment. 
If  the  nature  of  the  illness  which  is  reported  to  us  and  the  nature 
of  the  services  which  were  rendered  are  compatible,  say  the  physician 
made  two  or  three  office  calls  plus  perhaps  a  little  office  diagnostic 
work  for  a  minor  illness  for  which  he  made  just  one  charge  which 
seems  reasonable  for  this  physician,  we  accept  that  single  charge  un- 
der our  regular  business  as  complying  and  being  his  customary  charge. 

We  do  not  require  that  we  have  the  actual  dates  of  each  of  these 
treatments,  the  actual  individual  procedures  performed  at  each  of 
these  treatments,  and  that  the  customary  charge  for  each  of  these 
procedures  be  precisely  thus  and  so. 
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Consequently,  if  we  are  to  carry  out  what  we  understand  to  be  the 
requirements  it  involves  a  tremendous  additional  amount  of  work,  and 
time,  and  effort  which  we  question  to  be  proper.  We  feel  that  our 
judgment  should  be  permitted,  and  in  many  cases  in  these  recent  weeks 
where  we  have  had  a  heavy  claim  load  we  have  relied  on  our  judgment. 

The  Chairman.  What  is  your  thinking,  Mr.  Pettengill,  as  to  the 
overall  cost  of  the  program  I  Would  it  be  greater  if  we  endea  vored 
to  assist  you  in  bringing  down  these  administrative  costs  which  are 
higher  for  this  group  than  for  your  regular  group  under  65  ? 

Mr.  Pettengill.  Mr.  Chairman,  as  you  can  appreciate,  the  program 
is  only  8  months  old  and  even  under  our  regular  business  we  are  un- 
able to  tell  you  a  brand  new  policyholder  whose  program  is  only  8 
months  old  exactly  how  his  program  is  going  either  benefitwise  or 
expense  wise. 

The  Chairman.  I  understand  the  difficulty  of  your  answering  ab- 
solutely the  question  I  raise,  but  in  your  opinion,  could  we  expect  an 
increase  in  the  overall  cost  of  the  program  if  we  tried  to  do  what  you 
recommend  and  suggest  to  reduce  the  administrative  costs  I 

Mr.  Pettexgill.  You  are  referring  to  the  suggestions  we  made  ? 

The  Chairman.  If  you  don't  follow  the  rigidity  which  is  in  present 
regulations,  which  you  point  out  does  raise  your  administration  costs, 
then  would  we  be,  on  the  other  hand,  raising  the  overall  costs  of  the 
program  \ 

Mr.  Pettexgill.  This  is  a  question  of  do  you  incur  more  benefits 
in  claim  dollars  and  therefore  in  the  aggregate  you  suffer  more  ex- 
penses than  you  save  in  claim  handling  \ 

In  other  words,  pennywise  and  pound  foolish. 

The  Chairman.  You  raised  the  question  much  better  than  I  did. 

Mr.  Pettengill.  I  believe,  sir,  that  within  reason  it  is  possible  to 
exercise  a  high  degree  of  judgment  in  determining  a  physician's 
customary  charge  without  increasing  the  actual  claim  cost,  so  that  we 
believe  we  could  reduce  what  will  probably  be  our  claim  settlement  cost 
under  this  program  by  a  significant  amount  without  increasing  the 
benefit  costs. 

The  Chairman.  I  wanted  your  judgment  on  that  point. 
Is  your  backlog  of  claims  now  being  reduced  compared  to,  say,  what 
the  situation  was  in  August,  September,  and  October  \ 
Mr.  Pettengill.  Very  definitely,  sir. 

The  Chairman.  How  much  improvement  would  you  assess  under 
the  situation  now  as  compared  to  then  I 

Mr.  Pettengill.  I  do  not  have  a  figure  for  each  of  the  companies, 
sir,  but  I  know  that  in  the  case  of  my  own  company  we  are  now  down 
to  a  figure  which  is,  I  would  say,  going  to  be  about  routine  when  you 
consider  the  complexity  of  this  operation.  We  are  down  to  a  figure 
which  is  a  little  less  than  2  weeks'  processing  time,  of  which  approxi- 
mately half  is  involved  in  querrying  Baltimore  and  getting  a  reply 
back. 

The  Chairman.  That  is  with  respect  to  both  the  hospital  payment 
as  well  as  the  physician  payment  under  B  I 

Mr.  Pettengill.  Yes.  There  has  never  been  in  my  judgment,  at 
least  as  far  as  the  carriers  I  am  speaking  for,  any  great  delay  on  the 
part  A. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


463 


The  Chairman.  It  has  been  with  respect  to  part  B. 

Mr.  Pettengill.  Part  B  was  the  place  where  we  did  run  into 
certain  delays  and  as  far  as  I  know  these  have  been  very  well  resolved 
in  recent  weeks. 

The  Chairman.  So  it  is  now  being  made  within  approximately  2 
weeks  ? 

Mr.  Pettengill.  As  far  as  my  company,  and  I  think  other  com- 
panies are  close  to  mine,  sir. 

The  Chairman.  How  does  this  time  correspond  with  the  time  that 
it  takes  you  to  make  a  payment  under  a  policy  that  you  may  have 
issued  to  someone  under  65  ? 

Mr.  Pettengill.  Talking  about  a  clean  case,  and  I  think  your 
committee  realizes  that  when  you  have  a  complicated  case  which 
requires  referral  to  medical  referees  

The  Chairman.  I  am  talking  about  the  average  kind  of  case  that 
you  would  have  where  the  bill  comes  in  under  one  of  your  insurance 
policies. 

Mr.  Pettengill.  Speaking  now  to  the  group  insurance  policies, 
which  are  the  ones  that  are  most  closely  analogous  to  this  program  as 
contrasted  with  an  individual  policy  

The  Chairman.  That  is  right. 

Mr.  Pettengill.  Speaking  with  respect  to  group  insurance  policies, 
I  would  say  that  we  would  expect  to  pay  somewhere  within  the  neigh- 
borhood of  4  to  5  working  days  under  our  regular  business  and  under 
Medicare  we  are  paying  somewhere  within  the  neighborhood  of  8  to 
10  working  days,  and  the  reason  for  this  difference  is  primarily  this 
requirement  that  we  must  querry  Baltimore  not  only  for  eligibility, 
but  also  for  the  deductible  status  and  in  the  case  of  certain  mental 
conditions  as  to  the  actual  amount  of  benefits  available,  and  it  takes 
time,  I  think  you  can  appreciate,  to  querry  Baltimore  and  to  receive 
replies  back. 

In  fairness  to  the  Social  Security  Administration,  they  are  aware  of 
this  and  they  are  working  to  try  to  shorten  this  time  down,  but,  never- 
theless, it  will  always  take  certain  additional  amounts  of  time. 

The  Chairman.  Do  you  ordinarily  make  a  payment  with  respect  to 
an  individual's  policy,  not  a  group  policy,  but  an  individual's  policy, 
within  this  2-week  period,  or  would  it  be  longer  than  2  weeks? 

Mr.  Pettengill.  I  am  sure  that  the  individual  policies  vary  ma- 
terially from  one  carrier  to  another,  but  in  many  of  those  situations 
if  the  records  are  centralized  in  the  insurance  company  then  it  prob- 
ably might  take  as  long  as  8  to  10  days  to  pay  under  an  individual 
policy. 

The  Chairman.  But  you  think  this  program  that  we  are  hearing 
about  here  is  more  comparable  to  your  group  term  policy  ? 
Mr.  Pettengill.  Correct. 

The  Chairman.  All  right.  Evidently  you  have  some  question  about 
the  establishment  of  what  is  the  reasonable  charge  itself.  With  respect 
to  the  regulations  on  reasonable  charges,  generally  are  they  reasonable 
and  appropriate  or  not  ? 

Mr.  Pettengill.  I  do  not  question  the  fact  that  we  should  consider 
mathematical  formulas,  but  I  respectfully  submit  that  the  nature  of  a 
physician's  charge  is  not  precisely  measurable  by  mathematical 
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formulas  and  therefore,  it  would  be  wrong  to  substitute  mathematical 
formulas  for  good  judgment. 

Our  concern  is  that  because  these  mathematical  formulas  have  been 
referred  to  in  the  regulations  there  might  some  day  be  an  interpreta- 
tion that  we  were  to  follow  these  formulas  very  closely,  whereas  in 
actual  practice  our  judgment  might  say  we  need  to  deviate  markedly 
from  the  formula. 

The  Chairman.  Mr.  Pettengill,  you  bring  to  our  attention  a  third 
method  of  making  payment  under  part  B.  You  describe  it  I  believe 
on  page  9  of  your  testimony. 

How  would  this  work?  Give  me  a  little  bit  more  detail  than  you 
have  in  your  statement  as  to  how  you  envision  it  would  work? 

Mr.  Pettengill.  I  think  you  can  appreciate,  sir,  that  in  spite  of 
all  of  the  work  of  the  Social  Security  Administration  and  the  car- 
riers, the  carriers  are  still  receiving  large  numbers  of  claims  where  the 
beneficiary  has  not  paid  the  bill,  nor  has  the  physician  accepted  an 
assignment. 

In  other  Avords,  we  are  simply  receiving  an  unreceipted,  unassigned 
bill.  One  reason  is  that  it  is  the  standard  practice  of  most  insurance 
companies  in  settling  their  own  claims.  We  do  not  require  a  receipted 
bill.  We  have  been  able  to  work  for  many  years  without  it,  and  of 
course  the  ideal  solution  would  be  to  allow  the  acceptance  of  an  un- 
receipted bill  under  this  program. 

We  can  appreciate,  however,  that  this  presents  certain  difficulties. 
We  therefore  suggested  the  insertion  of  this  third  method. 

Now,  under  the  third  method  whenever  we  receive  this  unreceipted 
and  unassigned  bill  we  would  proceed  to  determine  that  the  charges 
were  reasonable  just  as  we  would  for  any  other  claim  and  we  would 
contact  Baltimore  with  respect  to  the  eligibility,  deductible,  and  so 
on,  and  then  having  reached  a  decision  that  benefits  were  payable 
and  the  amount  of  benefits  payable — in  other  words,  all  the  process- 
ing is  exactly  the  same  as  for  a  receipted  bill — we  would  then,  instead 
of  drawing  the  check  directly  and  solely  to  the  beneficiary,  draw  the 
check  payable  jointly  to  the  beneficiary  and  the  physician  or  the 
supplier. 

We  would  mail  the  check  to  the  beneficiary  with  a  little  notice  that 
because  this  was  an  unreceipted,  unassigned  bill,  the  check  has  been 
made  out  jointly  to  him  and  his  physician,  that  he  should  endorse  the 
check  and  forward  it  to  the  physician  as  part  payment  of  his  bill,  and 
this  he  would  do. 

The  physician  would  then  be  in  the  position  of  cashing  the  check 
and  of  billing  the  beneficiary  for  the  deductible  and  coinsurance  por- 
tion of  the  claim. 

We  believe  that  this  would  shorten  considerably  the  average  pay- 
ment time  because  it  would  not  be  necessary  for  us  to  go  back  as  we 
are  doing  now  to  the  beneficiary  and  saying,  "We  are  very  sorry,  but 
we  cannot  process  this  bill  because  it  is  unreceipted." 

The  Chairman.  You  have  not  discussed  this  with  the  medical  pro- 
fession ?  You  do  not  know  their  reaction  to  it  ? 

Mr.  Pettengill.  That  is  correct,  sir ;  but  I  know  of  no  reason  why 
this  should  be  unacceptable  to  them  because  it  is  something  which  we 
occasionally  do  in  our  regular  business  where  there  is  a  comparable 
situation. 
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The  Chairman.  Thank  you  again,  Mr.  Pettengill. 
Any  further  questions  ?  Mr.  Byrnes. 

Mr.  Byrnes.  Mr.  Chairman,  I  want  to  express  appreciation  to  Mr. 
Pettengill  and  his  group  for  the  help  they  have  given  us.  Their  testi- 
mony today  was  very  helpful. 

We  heard  considerable  complaints,  particularly  from  hospitals, 
but  also  from  individual  patients  under  part  B,  about  long  delays  in 
payment  of  overdue  claims.  Are  we  over  the  hump  as  far  as  this 
delay  is  concerned  ? 

Mr.  Pettengill.  As  far  as  the  carriers  I  represent,  sir,  we  are  over 
the  hump,  and  may  I  point  out  that  there  never  really  was  any  problem 
with  respect  to  part  A  as  far  as  these  five  insurance  companies  were 
concerned. 

We  had  a  small  problem  with  respect  to  part  B  and  that  we  have,  I 
believe,  reasonably  cleared  up. 

Mr.  Byrnes.  Where  do  those  hospital  claims  originate?  I  have 
heard  that  there  are  hospitals  that  are  2,  3,  or  4  months  behind  in  hav- 
ing their  claims  paid.  This  places  that  individual  hospital  in  a  very 
difficult  situation  as  far  as  their  outstanding  accounts  receivable  are 
concerned. 

Are  those  just  isolated  cases? 

Mr.  Pettengill.  You  can  appreciate  that  I  speak  for  only  five  of  the 
fiscal  intermediaries,  and  represent  less  than  10  percent  of  the  hospitals 
that  are  qualified  under  this  program,  so  I  would  suggest,  sir,  that  you 
direct  your  question  to  the  other  fiscal  intermediaries  who  have  a 
larger  role. 

As  far  as  ourselves  are  concerned,  I  do  not  believe  you  will  find  that 
they  have  suffered  any  delays  of  any  significance  whatsoever. 

Mr.  Byrnes.  And  you  just  don't  have  the  individual  information 
on  the  other  DO  percent  ? 

Mr.  Pettengill.  You  can  appreciate  that  I  have  enough  work  to  do 
my  own  job. 

Mr.  Byrnes.  Well,  you  serve  on  advisory  committees  of  the  depart- 
ment, don't  you  ? 

Mr.  Pettengill.  Yes,  sir. 

Mr.  Byrnes.  And  the  committees  have  had  this  matter  under  dis- 
cussion or  under  consideration  haven't  they  ?  I  thought  in  that  con- 
nection you  might  be  able  to  give  us  some  information. 

Mr.  Pettengill.  I  regret  to  say,  sir,  that  this  particular  point  has 
not  been  raised  at  the  fiscal  intermediary  representative  group 
meetings. 

Mr.  Byrnes.  Concerning  the  administration  of  the  reasonable  and 
customary  charges  for  services  under  part  B,  you  fear  a  rigidity  may 
develop  which  differs  from  the  normal  application  of  this  criteria  to 
private  policies. 

Mr.  Pettengill.  That  is  right,  sir. 

Mr.  Byrnes.  Some  of  your  policies  use  a  very  similar  criteria  for 
determining  the  insurer's  liability? 
Mr.  Pettengill.  Correct. 

Mr.  Byrnes.  But  the  companies  have  been  free  to  use  their  sound 
judgment  and  it  has  worked  out  satisfactorily? 

Mr.  Pettengill.  In  our  judgment  it  has  worked  out  very  satis- 
factorily from  both  the  point  of  view  of  the  beneficiary  whose  bills 
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are  being  paid,  the  physician  whose  services  are  being  compensated 
for,  and  the  policyholders  whose  money  is  being  spent. 

Mr.  Byrnes.  But  you  are  concerned  that  these  other  policies  may 
be  jeopardized  by  rigid  formula  for  determinating  payment  rather 
than  the  exercise  of  sound  judgment. 

Mr.  Pettengill.  That  is  correct,  sir.  In  my  judgment,  the  method 
and  the  plan  would  not  serve  the  needs  of  the  beneficiaries  and  the 
physicians  anywhere  near  as  well  if  we  were  to  substitute  the  mathe- 
matical formula  than  if  we  were  to  rely  on  good  judgment. 

Mr.  Byrnes.  Do  you  know  whether  you  are  running  into  similar 
problems  in  this  connection  with  part  A,  where  payment  is  based  on 
reasonable  cost  rather  than  reasonable  charge  ? 

Mr.  Pettengill.  I  regret  to  say  that  we  have  yet  to  be  supplied  by 
the  Social  Security  Administration  with  any  of  the  cost  data  for  the 
providers  of  service  that  we  serve  so  that  we  have  yet  to  make  any  of 
the  audits  required  under  part  A,  so  that  I  am  not  in  a  position  to 
comment,  sir. 

Mr.  Byrnes.  How  do  you  determine  that  cost  ? 

Mr.  Pettengill.  We  do  have  a  set  of  guidelines  which  has  been  laid 
down  by  the  Social  Security  Administration.  You  can  appreciate 
that  guidelines  can  be  administered  flexibly  and  if  this  is  the  way  they 
are  done  and  we  are  permitted  to  use  good  judgment  in  making  the 
audits  of  the  providers  I  think  the  system  will  work  reasonably  well 
with  due  regard  for  the  facts,  which  I  am  sure  will  be  brought  out  be- 
fore you  by  the  providers  themselves,  that  there  may  be  certain  items 
of  cost  which  have  not  been  adequately  set  forth  in  these  guidelines. 
This  is  one  of  the  things  that  we  will  know  better  after  we  have  been 
through  a  set  of  these  audits,  but  here  again  of  course  the  same  prob- 
lem could  arise  that  if  these  guidelines  are  applied  with  great  rigidity, 
then  there  could  be  the  same  problem  under  part  A  as  under  part  B. 

Mr.  Byrnes,  These  are  postaudits  ? 

Mr.  Pettengill.  That  is  correct,  sir. 

Mr.  Byrnes.  So  we  won't  have  a  precise  picture  until  there  have 
been  a  number  of  these  postaudits  available  for  reference  purposes  ? 
Mr.  Pettengill.  Correct,  sir. 

Mr.  Byrnes.  Do  you  have  any  idea  when  we  will  have  at  least  a 
sampling  of  postaudits  on  which  to  make  some  judgments? 

Mr.  Pettengill.  As  soon  as  we  receive  the  necessary  cost  and  statis- 
tical data  from  the  computer  in  Baltimore  with  respect  to  those  hos- 
pitals whose  fiscal  years  have  already  closed,  we  will  proceed  with  the 
audits  and  then  that  information  will  start  to  become  available. 

I  do  not  know,  but  I  understand  that  the  Social  Security  Adminis- 
tration is  just  about  ready  to  send  us  the  data  with  respect  to  those  of 
our  hospitals  whose  fiscal  years  ended  last  fall. 

Mr.  Byrnes.  Do  you  people  have  experience  paying  claims  for  the 
same  kinds  of  services  for  which  claims  are  now  made  under  part  B 
and  also  under  part  A  ? 

What  comments  do  you  have  on  developments  in  the  amount  of  the 
charge?  I  am  referring  to  the  increasing  doctors  charges  and  in- 
creasing hospital  charges.  I  suppose  it  is  a  fact,  is  it  not,  that  these 
charges  have  been  going  up  within  the  last  year  ? 
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Mr.  Pettengill.  I  am  sure  you  are  well  aware,  sir,  that  all  medical 
care  costs  have  been  suffering  from  an  escalation  over  the  last  two 
decades. 

Mr.  Byrnes.  Have  increases  in  the  last  year  been  steeper,  or  have 
they  followed  the  trend  of  recent  years  ? 

Mr.  Pettengill.  With  respect  to  physicians'  charges  you  are  asking 
this  question  ? 

Mr.  Byrnes.  Right  now,  yes. 

Mr.  Pettengill.  This  is  hard  for  us  to  measure  because  we  see  of 
course  only  a  small  segment  of  the  total.  I  would  say  that  there  pos- 
sibly is  a  somewhat  higher  rate  of  increase,  but  not  anything  to  be 
overly  concerned  with  as  far  as  physicians'  charges  are  concerned. 

Mr.  Byrnes.  What  would  your  judgment  be  as  to  the  hospital 
charges  ? 

Mr.  Pettengill.  Here,  as  you  are  well  aware,  there  have  been  many 
aspects  of  hospital  costs  which  have  risen  rather  sharply,  primarily 
due  to  increased  wages  and  salaries  paid  to  their  personnel,  and  of 
course  this  is  something  to  which  the  providers  of  service  can  respond 
better  than  I,  but  I  think  we  are  seeing  a  much  sharper  increase  in 
hospital  costs  and  therefore  will  see  a  sharper  increase  in  hospital 
charges. 

Mr.  Byrnes.  When  we  originally  discussed  this  in  1965,  the  com- 
mittee was  advised  that  there  were  a  large  number  of  charity  oases 
in  the  group  medicare  would  cover.  It  was  claimed  that  reimbursing 
the  hospitals  on  a  cost  basis  for  this  group  would  lower  the  costs  for 
these  cases  then  being  recovered  through  charges  on  the  younger 
groups.  The  conclusion  was  that  this  might  lead  to  lower  hospital 
charges  for  the  public  generally. 

Have  you  had  enough  experience  with  what  has  happened  so  far  to 
make  any  judgment  on  whether  this  has  happened? 

Mr.  Pettengill.  In  view  of  the  limited  number  of  providers  which 
we  serve,  I  think  that  this  question  ought  better  be  asked  of  the  hos- 
pital people  themselves,  sir. 

Mr.  Byrnes.  Thank  you  very  much.  You  have  been  very  helpful. 

The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  Mr.  Pettengill,  are  you  personally  familiar  with  your 
operation  in  Oregon  ? 

Mr.  Pettengill.  In  a  general  sort  of  way,  sir.  If  you  have  a  specific 
question  that  I  can't  answer  I  will  be  glad  to  get  you  an  answer  on  it. 

Mr.  Ullman.  I  want  to  talk  with  you  privately  about  it;  tell  me 
which  part  of  the  program  do  you  administer  ? 

Mr.  Pettengill.  In  Oregon,  sir,  we  administer  part  B. 

Mr.  Ullman.  To  your  knowledge  is  there  any  part  of  Oregon  where 
there  is  a  blackout  of  services  under  this  program  ? 

Mr.  Pettengill.  You  mean  an  area  where  we  are  not  paying 
benefits  ? 

Mr.  Ullman.  We  have  a  blackout  in  the  part  A  section  in  some  of 
the  areas.  I  wondered  whether  there  were  any  communities  where 
you  could  not  operate  because  of  failure  of  cooperation  on  the  part 
of  physicians. 

Mr.  Pettengill.  To  the  best  of  my  knowledge,  no,  sir. 

Mr.  Ullman.  Would  you  say  your  Oregon  operation  is  comparable 
to  the  other  States  ? 
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Mr.  Pettengill.  I  happen  to  have  six  States,  sir ;  and  I  would  say 
that  Oregon  is  quite  comparable. 

Mr.  Ullman.  On  this  matter  of  physicians'  charges,  is  information 
available  and  can  it  be  made  available  on  a  periodic  basis  so  that  we 
can  detect  trends? 

Mr.  Pettengill.  Under  our  contracts  with  the  Secretary,  sir,  we 
supply  information  to  the  Secretary  and  it  is  his  prerogative  and 
responsibility  for  making  it  available. 

In  other  words,  we  have  no  authority  to  release  information  except 
on  direction  from  the  Secretary. 

Mr.  Ullman.  This  must  be  received  from  the  Secretary? 

Mr.  Pettengill.  Eight.  And  I  think  you  should  appreciate,  sir, 
that  the  way  the  procedure  has  been  set  up  the  fiscal  intermediary  and 
the  carriers  are  not  to  duplicate  the  rather  substantial  statistical  pro- 
grams which  the  Social  Security  Administration  has  undertaken  be- 
cause this  would  mean  double  work  and  double  expenses  to  the  pro- 
gram, so  that  we  are  going  to  have  to  rely  rather  heavily  on  Social 
Security  giving  us  back  information. 

Mr.  Ullman.  You  said  that  you  were  hoping  that  the  system  would 
be  set  up  in  such  a  way  that  you  could  keep  your  own  beneficiary 
records,  but  it  is  all  being  handled,  now  by  the  social  security  system, 
is  that  right? 

Mr.  Pettengill.  Correct,  sir. 

Mr.  TJllman.  Would  you  say  that  it  is  working  satisfactorily  or 
would  you  think  it  would  work  better  the  other  way  ? 

Mr.  Pettengill.  This  is  one  of  those  chicken  and  egg  deals.  The 
point  I  was  trying  to  make  was  that  we  had  our  experience  and  know- 
how  in  our  own  system  and  that  being  required  to  change  over  to  a 
system  which  was  foreign  to  us  has  created  many  initial  tool-up  prob- 
lems which  we  have  had  to  solve. 

The  only  point  I  think  that  can  be  obviously  made  is  that  if  I  have 
a  record  in  my  claim  office  it  obviously  takes  me  less  long  to  consult 
that  record  than  it  does  to  inquire  of  Baltimore,  but  whether  this  is  a 
plus  or  a  minus  has  to  be  measured  in  the  overall  pattern  of  the 
program. 

Mr.  Ullman.  I  assume  that  you  are  rather  fully  computerized  now. 

Mr.  Pettengill.  Well,  in  my  particular  instance,  we  do  not  have 
as  much  of  a  program  on  computers  as  some  of  the  other  carriers. 
Whether  this  is  a  plus  or  a  minus  remains  to  be  seen.  I  personally  have 
some  feelings  that  a  certain  amount  of  individual  attention  is  highly 
desirable  in  a  program  such  as  this.  If  it  ever  comes  to  the  place  where 
it  is  entirely  computerized  I  think  the  beneficiaries  will  have  lost  and 
so  will  the  physicians. 

Mr.  Ullman.  You  get  your  information  from  the  social  security 
system  by  teletype? 

Mr.  Pettengill.  There  are  two  general  systems  in  use,  sir.  One 
is  teletype  and  the  other  is  the  actual  exchanging  of  computer  tapes. 
My  company  happens  to  be  tied  in  with  the  Government-teletype  sys- 
tem and  I  can  say  that  we  are  getting  good  service. 

Mr.  Ullman.  By  good  service  what  do  you  mean  ?  When  you  make 
a  specific  request  at  a  certain  hour  in  a  day  how  long  does  it  take  to  get 
a  response  back  ? 
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Mr.  Pettengill.  Well,  when  things  are  working  at  their  best  we  are 
getting  our  replies  back  in  3  days.  There  are,  of  course,  occasional 
problems  such  as  the  end  of  the  year  transition  where  the  carryover 
provision  came  into  play  and  right  at  the  moment  because  of  that  I 
would  say  we  probably  get  replies  in  about  5  days. 

Mr.  Ullman.  That  seems  to  me  longer  than  it  should  be.  Do  you 
anticipate  that  even  the  3-day  period  should  be  shortened  ? 

Mr.  Pettengill.  This  is  something,  sir,  that  you  would  have  to  ask 
the  technicians  in  the  Social  Security  Administration. 

Mr.  Ullman.  From  your  point  of  view,  do  you  think  that  a  3-day 
period  would  allow  you  to  give  the  kind  of  service  to  your  constituents 
or  to  the  people  that  they  should  have  ? 

Mr.  Pettengill.  Well,  obviously,  sir,  we  would  prefer  to  have  an 
even  shorter  period  than  3  days.  As  I  mentioned,  in  our  regular  busi- 
ness we  are  equipped  so  that  we  lose  almost  no  time  in  checking  out  a 
beneficiary's  eligibility  and  the  status  of  his  benefits,  so  that  this  fea- 
ture of  the  program  is  bound  to  add  more  time. 

The  question  is  one  of  whether  from  the  point  of  view  of  the  overall 
program  you  are  better  off  by  having  it  centrally  located  here  in  Balti- 
more, and  this  I  am  afraid  only  time  can  tell. 

Mr.  Ullman.  If  you  were  handling  your  own  beneficiary  records 
there  would  be  virtually  no  delay  ? 

Mr.  Pettengill.  Correct,  sir. 

Mr.  Ullman.  As  against  the  3  days. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Mr.  Pettengill,  we  recognize  that  there  is  a  vari- 
ance in  the  hospital  charges  between  the  big-city  hospital  and  the  small- 
town hospital,  I  think  as  great  a  differential  as  30  percent  in  charges. 

Do  we  find  the  same  variation  among  physicians'  charges  as  there  is 
between  hospitals  depending  upon  locality  ?  Is  there  this  same  varia- 
tion that  you  tolerate  or  that  you  accept  as  being  normal  with  hos- 
pitals ? 

Mr.  Pettengill.  There  is  a  very  substantial  variation  in  physicians' 
charges  from  one  area  to  another.  Of  course,  in  part  it  is  due  to  the 
economic  differences  of  the  area.  In  part  I  suspect  it  is  due  to  some 
traditional  practices  which  the  medical  profession  itself  has ;  but  you 
are  correct — we  do  recognize  a  rather  substantial  variation  in  physi- 
cians' charges. 

Mr.  Schneebeli.  But  isn't  there  also  a  variation  within  the  same 
area  depending  on  the  length  of  service  of  the  surgeon,  let's  say  ?  A 
surgeon  who  has  been  in  practice  25  years  possibly  might  charge  a 
little  more  because  of  his  more  highly  specialized  skill  than  somebody 
just  coming  into  the  practice.    Is  this  accepted? 

Mr.  Pettengill.  To  the  extent,  sir,  that  he  is  a  more  skilled  physi- 
cian in  the  eyes  of  his  peers  

Mr.  Schneebeli.  Even  though  he  lived  in  the  same  city  and  does 
the  same  work? 

Mr.  Pettengill.  Even  though  he  lives  in  the  same  city,  if  his  peers 
recognize  this  distinction,  we  would  recognize  it. 

Mr.  Schneebeli.  Is  this  variation  between  physicians'  charges 
greater  than  the  difference  between  hospital  charges  ? 
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Mr.  Pettengill.  This  is  a  difficult  question  to  answer.  If  you 
want  an  offhand  guess  I  would  say  not  as  sharp  as  the  differences 
between  hospitals  because  with  hospitals  you  have  a  tremendous  vari- 
ation in  the  amount  of  ancillary  services  provided  and  this  makes  a 
big  difference  in  their  cost. 

Mr.  Schneebeli.  Could  you  tell  us  an  acceptable  variation  be- 
tween the  highest  charge  hospital  and  probably  the  lowest  charge 
hospital  by  your  experience  that  would  be  accepted  ? 

Mr.  Pettengill.  That  is  almost  impossible,  sir. 

Mr.  Schneebeli.  Would  there  be  as  much  as  a  50-  or  60-percent 
difference  ? 

Mr.  Pettengill.  In  the  same  city  ? 

Mr.  Schneebeli.  No,  no,  various  parts  of  the  country. 

Mr.  Pettengill.  Yes,  sir. 

Mr.  Schneebeli.  Does  this  variation  amount  to  as  much  as  60  or 
80  percent  ? 

Mr.  Pettengill.  Without  doing  any  research,  and  I  would  have  to 
do  some  research  to  give  you  a  valid  answer  to  the  question,  I  can  say 
that  I  would  expect  to  find  almost  a  100-percent  difference. 

Mr.  Schneebeli.  Let  me  ask  you  another  question.  If  you  find 
that  either  the  hospital  or  the  physician's  charges  are  exorbitant  in 
your  private  practice  how  do  you  handle  the  case  ? 

Mr.  Pettengill.  If  this  is  a  situation  which  we  are  discovering  for 
the  first  time  we  would  go  to  the  appropriate  medical  society  to  get 
their  advice  as  to  whether  they  concurred  with  our  judgment  as  to 
the  prevailing  charges  in  that  community  for  that  particular  service, 
and  I  would  like  to  say  that  they  are  in  general  very  cooperative  with 
us  in  this  regard. 

I  think  you  can  appreciate  that  if  we  have  had  many  such  ex- 
periences, why,  then  of  course  we  might  be  applying  our  own  judg- 
ment, but  I  would  like  to  make  this  point  clear.  We  go  and  talk  with 
the  physician  first  because  in  many  cases  you  can  appreciate  that  the 
statements  which  are  submitted  to  us  are  not  fully  explanative  of  all 
the  work  that  was  done,  so  that  in  many  cases  the  high  charge  is  not  a 
high  charge  when  you  evaluate  all  the  services  rendered. 

Mr.  Schneebeli.  You  say  you  go  to  the  physician.  Is  that  your 
field  man  that  does  this? 

Mr.  Pettengill.  That  would  be  our  field  man  that  does,  that  is  right. 

Mr.  Schneebeli.  Do  you  go  through  the  same  procedure  in  medicare 
charges?  In  cases  where  you  think  they  are  exorbitant  do  you  go 
through  the  same  procedure. 

Mr.  Pettengill.  Correct,  sir. 

Mr.  Schneebelli.  In  other  words,  your  method  of  operation  under 
medicare  is  exactly  the  same  as  it  is  under  your  regular  commercial 
work  ? 

Mr.  Pettengill.  With  this  exception,  sir;  that  under  our  regular 
business  we  feel  able  to  rely  on  our  own  judgment  in  many  cases 
without  having  to  go  back  to  the  physician  on  something  which  is 
a  borderline  item,  whereas  thus  far  under  medicare  we  get  the  impres- 
sion that  we  are  supposed  to  go  back  where  it  is  a  borderline  case. 

Mr.  Schneebeli.  And  I  see  you  are  recommending  that  the  Social 
Security  Administration  take  stock  of  your  judgment  more  than  they 
have  up  to  the  present  time. 
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Mr.  Pettengill.  We  would  appreciate  that,  sir,  yes,  sir. 
Mr.  Schneebeli.  Thank  you,  Mr.  Chairman. 
The  Chairman.  Mr.  Watts. 

Mr.  Watts.  Your  companies  issue  policies  to  people  under  65  that 
provide  something  equivalent  to  the  service  that  is  provided  under 
section  B  of  the  Social  Security  Act,  do  they  not,  sir  ? 

Mr.  Pettengill.  Actually  it  is  a  combined  policy,  sir,  which  covers 
both  hospital  and  physician  services. 

Mr.  Watts.  Do  you  have  any  statistics  on  whether  or  not  charges  of 
physicians  to  those  people  over  65  and  those  people  under  65  had  any 
comparability  for  the  same  types  of  service. 

Mr.  Pettengill.  The  law  itself  makes  it  quite  explicit  that  we  are 
not  to  recognize  charges  under  medicare  which  are  higher  than  those 
we  would  recognize  for  our  own  comparable  business,  so  that  I  think 
all  of  us  can  assure  you  that  we  are  most  careful  in  this  regard. 

Obviously  we  do  not  check  every  single  item,  but  we  do  have  gen- 
eral checks  in  this  regard  and  it  is  both  for  your  protection  and 
ours. 

Mr.  Watts.  I  can  see  you  are  under  obligation  not  to  pay  higher  fees 
for  medicare  patients  than  you  do  for  those  that  you  insure  yourself, 
but  there  is  nothing  in  the  law  that  prohibits  a  doctor  from  charging 
you  more  for  those  who  are  not  under  medicare.  You  are  not  pro- 
hibited from  paying  more,  are  you,  for  those  that  are  under  65  ? 

Mr.  Pettengill.  As  far  as  we  can  see,  sir,  the  physicians  are  being 
very  fair  and  we  have  seen  virtually  no  evidence  of  any  differential 
between  whether  you  are  a  medicare  patient  and  whether  you  are  not, 
with  the  possible  exception,  and  I  am  not  even  sure  that  is  true,  of 
the  absolute  welfare  patient. 

Mr.  Watts.  Of  the  what? 

Mr.  Pettengill.  The  absolute  welfare  patient  where  the  physician 
was  not  making  any  charge  at  all. 

Mr.  Watts.  I  am  not  assuming  that  the  physician  is  being  unfair 
about  it.  I  merely  asked  you  if  you,  in  going  through  your  statistics, 
and  your  familiarity  with  the  operation  of  the  company,  had  noticed 
a  difference  between  the  charges  under  one  system  versus  the  other. 

Mr.  Pettengill.  The  answer  is  "No,"  sir. 

Mr.  Watts.  With  reference  to  hospitals,  you  issue  policies  compara- 
ble with  those  issued  under  part  A,  do  you  not  ?  Not  exactly  alike,  but 
you  get  the  full  hospital  bill  and  determine  what  80  percent  of  it  would 
be,  or  something  of  that  nature  ? 

Mr.  Pettengill.  I  do  not  believe  there  is  a  comparable  requirement, 
but  I  think  the  gist  of  your  question  is  do  we  see  a  difference  between 
the  charges  to  the  medicare  patients  and  those  to  the  nonmedicare 
patients. 

Mr.  Watts.  Yes,  sir. 

Mr.  Pettengill.  And  I  have  not  seen  any. 

Mr.  Watts.  There  is  no  difference  in  the  hospital  charges  as  far  as 
you  can  see? 

Mr.  Pettengill.  Correct. 

Mr.  Watts.  In  other  words,  both  are  paying  about  the  same  amount 
for  the  same  service  ? 

Mr.  Pettengill.  Well,  provided  the  contract  requires  us  to  pay  that. 
You  realize  we  have  all  kinds  of  contracts,  sir. 
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Mr.  Watts.  I  realize  that,  but  take  the  comparable  contract. 
Mr.  Pettengill.  On  the  comparable  contract  we  are  paying  com- 
parable benefits. 

Mr.  Watts.  We  did  have  an  argument  sometime  back  with  the  social 
security  people,  if  I  remember  correctly,  concerning  whether  there 
were  certain  items  of  charges  that  would  go  against  a  regular  patient 
that  probably  wouldn't  go  against  the  medicare  patient.  They  were 
supposed  to  recover  the  cost  and  so  on  and  so  forth,  so  if  they  are  the 
same  that  argument  we  had  didn't  amount  to  anything,  did  it  ? 

Mr.  Pettengill.  Excuse  me,  sir.  I  apologize  for  advising  you  in- 
correctly here.  You  were  speaking  with  respect  to  the  charges  which 
the  hospital  is  making.  We  see  no  difference  there  between  under  and 
over  65,  between  a  privately  insured  plan  and  a  medicare  plan,  but  the 
medicare  benefit  is  ultimately  cost  to  the  hospital  and  cost  is  as  defined 
by  the  Social  Security  Administration,  so  that  it  is  entirely  possible 
that  by  reason  of  a  private  plan  having  paid  100  percent  of  the  hos- 
pital's charges  the  hospital  will  end  up  in  a  different  position  than  it 
will  end  up  by  reason  of  having  ultimately  collected  100  percent  of  the 
costs  as  defined  by  social  security. 

Mr.  Watts.  That  is  what  I  was  trying  to  get  at.  That  is  the  reason 
I  asked  you  if  they  were  comparable,  to  find  out  whether  or  not  they 
were  operating  on  the  basis  of  cost  or  on  the  basis  of  the  full-scale  cost 
of  some  items  that  were  supposed  to  have  been  left  out. 

Mr.  Pettengill.  With  respect  to  part  B,  because  the  benefits  are  in 
terms  of  charges  and  because  our  regular  benefits  are  in  terms  of 
charges,  those  are  comparable.  With  respect  to  part  A  our  regular 
benefit  is  in  terms  of  charges.  The  medicare  benefit  is  in  terms  of  cost, 
and  we  are  seeing  no  difference  in  the  charges  the  hospital  makes,  but 
the  two  benefits  could  be  quite  different. 

Mr.  Watts.  Then  I  assume  from  your  answer  with  respect  to  the 
hospitalization  end  of  it  that  you  do  pay  the  benefits  for  the  social 
security  people  and  get  your  money  back.  Is  that  the  way  you  do  it,  or 
how  do  you  work  it  ? 

Mr.  Pettengill.  You  are  referring  to  part  A,  sir  ? 

Mr.  Watts.  Part  A. 

Mr.  Pettengill.  Yes,  the  hospital  sends  us  a  bill.  We  are  paying 
them  under  an  interim  agreement  a  figure  which  hopefully  will 
represent  their  cost.  At  the  end  of  the  fiscal  period  we  will  go  in 
and  we  will  audit  their  records  and  determine  their  precise  costs  for 
the  medicare  program  as  defined  by  social  security. 

We  will  compare  that  with  the  sum  of  these  interim  payments  and 
if  the  interim  payments  are  too  low  we  will  pay  an  additional  check. 
If  the  interim  payments  are  too  large  the  hospital  will  make  a  refund 
to  the  program. 

Mr.  Watts.  Then  assuming  that  you  were  paying  the  claims  of 
two  persons,  one  over  65  under  medicare  and  one  under  65  not  under 
medicare,  and  they  both  were  furnished  identical  services,  the  bill  that 
you  would  pay  on  the  one  under  65  would  be  a  little  larger  than  the 
bill  that  you  would  pay  on  the  person  65  or  over. 

Mr.  Pettengill.  That  would  depend,  sir,  entirely  on  whether  the 
hospital's  charges  were  in  excess  of  their  costs  or  not. 

Mr.  Watts.  Well,  assuming  that  they  charge  their  total  cost,  would 
there  be  some  difference  between  them  ordinarily  ? 
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Mr.  Pettengill.  If  the  charges  were  set  exactly  equal  to  the  hos- 
pital's idea  of  its  own  cost  

Mr.  Watts.  In  both  cases  they  would  be  the  same. 

Mr.  Pettexgill  (continuing).  Then  unless  there  is  a  difference  be- 
tween the  social  security  definition  of  cost  and  the  hospital's  definition 
of  cost  they  will  be  identical. 

Mr.  Watts.  Well,  at  the  time  we  were  writing  the  program,  if  I 
remember  correctly,  there  were  some  items  that  there  was  quite  a  bit 
of  question  raised  about,  as  to  whether  they  should  be  included  as  an 
item  of  cost,  but  some  hospitals  did  include  them  as  items  of  cost. 

Now,  to  go  back,  assuming  that  the  two  people  were  in  the  hospital 
where  the  hospital's  figures  on  cost  were  different  from  the  social 
security  cost,  would  the  bill  be  larger  for  the  person  under  65  ? 

Mr.  Pettengill.  Sir,  I  am  not  trying  to  duck  this  question.  I  am 
merely  saying  that  I  think  the  answer  is  going  to  depend  in  each 
individual  hospital  circumstance  on  whether  there  are  certain  items 
the  hospital  considers  to  be  a  "cost"  which  are  not  considered  to  be  

Mr.  Watts.  I  am  assuming  that  this  same  hospital  figured  a  higher 
rate  of  cost  than  the  social  security  people  figured.  Would  the  bill 
to  the  person  under  65  be  more  or  less  than  the  one  to  the  person  who 
was  65  ? 

Mr.  Pettengill.  In  that  instance  it  would  be  more. 
Mr.  Watts.  That  is  all  I  wanted  you  to  say,  sir. 
Thank  you. 

The  Chairman.  Any  further  questions  ?    Mr.  Conable. 

Mr.  Conable.  Mr.  Pettengill,  in  your  opinion  is  there  adequate  com- 
puter capacity  at  Baltimore? 

Mr.  Pettengill.  Sir,  I  am  not  a  computer  expert  and  therefore,  I 
don't  think  I  can  truthfully  answer  that  question. 

Mr.  Conable.  Is  there  any  part  of  the  program  that  isn't  being 
processed  as  fast  as  some  other  parts  of  the  program  ? 

Mr.  Pettengill.  To  the  best  of  my  knowledge,  sir,  the  computers 
there  have  adequate  capacity. 

Mr.  Conable.  Is  there  any  buildup  with  respect  to  outpatient  claims  ? 
They  require  somewhat  more  complicated  handling,  don't  they  ? 

Mr.  Pettengill.  The  outpatient  claim  is  more  complex  to  handle. 
I  would  ask  my  colleagues  if  I  may. 

Have  you  seen  any  difference  in  the  operation  ? 

Mr.  White.  No. 

Mr.  Pettengill.  As  far  as  we  are  concerned  Baltimore  is  not  taking 
any  longer  to  reply  to  a  query  with  respect  to  the  outpatient  claim 
than  it  is  with  respect  to  the  inpatient  claim. 

Mr.  Conable.  Was  there  a  time  at  the  inception  of  the  program  when 
outpatient  claims  built  up  considerably  ? 

Mr.  Pettengill.  This,  sir,  I  think,  was  because  of  the  hospital 
itself.  The  hospitals  found,  and  some  of  them  still  find,  that  it  is 
much  more  complex  to  prepare  the  billing  for  the  outpatient  claim 
than  it  is  to  prepare  the  billing  for  the  inpatient  claim,  so  that  the  hos- 
pitals were  taking  longer  to  present  these  bills  to  the  carriers. 

Mr.  Conable.  With  respect  to  part  B  you  are  suggesting  a  joint  pay- 
ment proposal  here  instead  of  refining  the  receipted  bill.  You  have 
some  experience  in  this  field.  Which  type  of  procedure  do  you  think 
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has  greater  possibilities  for  fraud  on  the  part  of  the  beneficiary  ?  Do 
yon  find  a  lot  of  forgeries  if  you  send  out  joint  paychecks?  Do  you 
find  occasionally  that  patients  wheedle  receipted  bills  out  of  physi- 
cians so  they  won't  have  to  borrow  money  and  then  refuse  to  pay  the 
physicians  ? 

Which  approach  has  greater  difficulty  from  the  point  of  view  ,of 
policing  ? 

Mr.  Pettengill.  I  think  you  can  appreciate  that  a  person  who  is 
going  to  perpetrate  a  fraud  is  probably  going  to  perpetrate  the  fraud 
no  matter  what  system  you  design,  and  what  we  are  proposing  here 
is  on  the  assumption  that,  for  valid  reasons,  the  use  of  just  an  itemized 
unreceipted  bill  is  not  permissible.  This,  you  must  understand,  is  our 
normal  way  of  processing  claims — we  don't  require  a  receipted  bill; 
we  just  require  an  itemized  bill,  but  assuming  that  that  is  not  possible, 
then  our  suggestion  is  that  you  not  eliminate  either  of  the  two  methods 
that  now  exist,  but  that  you  add  this  third  method  which  would  per- 
mit this  joint  payment.  We  do  not  anticipate  that  there  is  going  to 
be  any  significant  fraud  in  connection  with  this  introduction  of  a 
third  method  of  payment. 

Mr.  Conable.  Your  experience  indicates  that  generally  ? 

Mr.  Pettengill.  Correct,  sir. 

Mr.  Conable.  You  said  the  companies  which  you  represent  handle 
about  10  percent  of  the  business. 

Mr.  Pettengill.  Excuse  me.  I  said  we  handle  fewer  than  10  per- 
cent of  the  hospitals  for  part  A,  but  with  respect  to  part  B  we  are 
serving  approximately  8  million  of  the  beneficiaries. 

Mr.  Conable.  What  percentage  is  is  that  ? 

Mr.  Pettengill.  Eoughly  40  percent,  sir. 

Mr.  Conable.  May  I  ask  if  this  is  desirable  business  for  you  ?  Are 
you  seeking  this  business,  or  do  you  find  it  something  that  is  necessary 
but  undesirable? 

Mr.  Pettengill.  I  think  you  can  appreciate  that  the  bill  specifies 
we  will  only  be  paid  for  our  "cost"  in  connection  with  doing  this  work. 
There  is  no  element  of  profit.  Indeed,  there  is  no  element  to  allow  for 
the  hidden  expenses  that  we  may  uncover. 

We  are  therefore  doing  this,  gentlemen,  as  a  public  service. 

Mr.  Conable.  Does  it  require  more  in  the  way  of  personnel  than 
the  processing  of  your  normal  claims  or  private  claims? 

Mr.  Pettengill.  It  does  for  the  reasons  I  have  already  stated,  in 
addition  to  which  it  does  because  the  statistical  requirements  under 
this  program  are  substantially  greater  than  those  under  our  normal 
programs. 

Mr.  Conable.  That  is  all,  Mr.  Chairman. 
Mr.  Burke.  Mr.  Chairman. 
Mr.  Chairman.  Mr.  Burke. 

Mr.  Burke.  I  don't  know  whether  I  got  your  answer  to  Mr.  Ullman 
correctly  or  not,  but  he  asked  you  about  the  trends  of  charges  and 
how  they  were  going  and  you  indicated  I  believe  you  would  not  be  able 
to  give  this  committee  that  information  because  of  contracts  and  that 
you  could  only  give  this  to  Health,  Education,  and  Welfare. 

In  other  words,  this  was  privileged  information  that  the  Members 
of  Congress  would  not  be  entitled  to  ? 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


475 


Mr.  Pettengill.  I  didn't  mean  to  imply  that,  sir.  As  far  as  being 
an  intermediary  or  carrier  is  concerned,  by  contract  is  that  I  furnish 
the  Secretary  with  what  information  he  shall  direct  and  what  he  does 
with  it,  of  course,  is  his  prerogative. 

Mr.  Burke.  How  are  we  to  decide  on  the  recommendations  you  are 
making  here  in  relation  to  reasonable  charges  if  we  are  not  given  the 
information  we  should  have?  Of  course  this  trend  of  charges  is  a 
most  important  item,  whether  or  not  the  hospitals  have  increased  the 
charges  during  the  8 -month  period  in  comparison  to  the  previous  year, 
whether  the  doctor  and  his  office  charges  are  going  up. 

I  think  we  are  entitled  to  this  and  I  don't  think  the  Health,  Edu- 
cation, and  Welfare  Department  or  anyone  else  has  the  right  to  tell 
you  that  you  cannot  give  this  information  to  this  committee.  We  are 
the  committee  that  will  vote  on  this  matter. 

Mr.  Pettengill.  Well,  sir;  the  crucial  fact  is  that  because  they 
were  going  to  accumulate  this  data  into  their  computer  they  specifi- 
cally said  in  most  instances  that  we  were  not  to  accumulate  it  into  our 
computers  because  this  would  be  double  effort  and  we  did  not  do  so. 

We  are  furnishing  very  detailed  statistics  to  the  Secretary  and  with 
due  regard  for  his  having  time  to  process  this  data  through  his  com- 
puter he  should  be  able  to  give  you,  sir,  what  you  want. 

Mr.  Burke.  But  you  have  at  your  disposal  figures  indicating  what 
the  trends  are.  I  doubt  very  much  if  any  insurance  company  would 
be  lacking  this  information.  I  don't  mean  you  personally.  I  mean 
the  carriers.  The  15  carriers  here  must  know  because  they  are  dis- 
cussing what  are  reasonable  charges  and  they  certainly  must  have  the 
information  on  what  the  trend  is  on  these  charges  and  how  they  are 
developing. 

Mr.  Pettengill.  I  think  you  can  appreciate,  sir,  that  in  a  particular 
community  where  I  am  privileged  to  serve  as  a  part  B  carrier  I  am 
certainly  sensitive  to  the  changes. 

Now,  frequently  of  course  the  number  of  physicians  is  such  that  even 
in  that  community  you  don't  have  a  smooth  progression  of  your  curve. 
It  is  an  erratic  curve  because  some  doctors  will  change  today  and  then 
won't  change  their  fees  again  for  several  years,  so  that  in  any  one 
community  we  get  a  rather  erratic  picture. 

I  think  the  thmg  that  you  are  primarily  concerned  with  is  the  over- 
all picture  which  would  be  the  composite  of  all  50  carriers  and  not 
the  picture  of  just  one  carrier. 

Mr.  Burke.  There  was  a  cartoon  in  one  of  the  newspapers  here 
either  yesterday  or  today  apparently  showing  a  member  of  the  family 
of  the  patient  who  was  in  the  hospital  and  the  member  was  saying  to 
the  patient,  "We  are  having  you  transferred  to  the  Waldorf  Astoria. 
It  is  much  cheaper  there." 

I  think  that  was  Herblock.  But  it  is  important  to  us  to  have  the 
information  specifically  from  your  group  and  some  other  groups  so 
that  we  can  compare  how  the  different  carriers  are  being  affected.  I 
depend  a  lot  on  the  Health,  Education,  and  Welfare  Department  for 
their  information,  but  we  would  like  to  have  the  information  from 
your  group,  also.  I  doubt  very  much  if  Health,  Education,  and  Wel- 
fare will  tell  you  not  to  give  us  that  information.  I  think  we  are 
entitled  to  it. 
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Mr.  Pettexgill.  In  this  particular  instance,  sir,  it  isn^t  a  question 
of  whether  I  can  or  cannot.  At  the  moment  because  of  the  nature  of 
the  arrangement  I  do  not  have  it. 

Mr.  Burke.  I  am  not  asking  for  it  right  at  the  moment,  but  it  is  my 
opinion  that  the  15  carriers  that  are  represented  here  in  this  testimony 
must  have  some  information  about  the  trends  as  to  the  charges  and 
how  they  have  been  going  during  the  8-month  period  of  the  operation 
of  this  law,  and  at  some  later  date  before  these  hearings  are  concluded 
I  think  the  committee  would  like  to  have  it.  It  would  like  to  have  it, 
anyway. 

Mr.  Pettexgill.  I  appreciate  it,  sir. 

The  Chatrmax.  On  that  point,  Mr.  Pettengill,  it  is  not  that  you  are 
told  not  to  give  us  information.  It  is  just  that  you  do  not  have  the 
information.  Is  that  right  ? 

Mr.  Pettegill.  That  is  correct,  sir. 

The  Chahoiax.  And  unless  we  have  prompter  action  by  HEW 
than  we  have  had  up  to  date  with  respect  to  this  matter  we  may  have 
difficulty  getting  it  for  use  in  executive  session.  I  understand  that 
the  HEW  sample  of  costs  and  charges  is  not  even  complete  yet  for 
the  month  of  J uly. 

Mr.  Burke.  Mr.  Chairman,  I  am  merely  pointing  out  that  in  his 
answer  to  Mr.  Ullman  he  indicated,  because  of  a  contract,  that  he 
had  been  instructed  by  Health,  Education,  and  Welfare  not  to  give  this 
information. 

Mr.  Hawkins.  Xo. 

The  Chairzsiax.  That-  isn't  true,  is  it? 

Mr.  Pettexgill.  No. 

Mr.  Burke.  This  would  be  surprising  to  me. 

Mr.  Pettexgill.  I  am  sorry  you  misunderstood  me,  sir.  It  is  the 
information  that  I  am  to  give  to  the  Secretary  and,  of  course,  I  think 
you  can  appreciate  that  I  would  not  in  any  event,  even  if  I  didn't  have 
a  contract,  go  around  divulging  confidential  information  where  it 
shouldn't  be  divulged. 

The  Chaikmax.  Is  my  observation  right  about  the  HEW  sample 
for  July  ?    Is  that  out  or  not  \ 

Mr.  Pettexgill.  I  have  not  seen  any  figures,  sir. 

The  Chairmax.  You  would  have  seen  them,  wouldn't  you? 

Mr.  Pettexgill.  Well,  they  are  not  under  obligation  to  give  them 
to  me. 

The  Chairmax.  We  will  find  out ;  but  it  is  my  understanding  that 
they  are  not  yet  available  for  the  month  of  July  1966,  the  first  month 
of  the  program. 

Any  other  questions  ? 

Mrs.  Griffiths.  Mr.  Chairman. 

The  Chair^lax.  Mrs.  Griffiths. 

Mrs.  Griffiths.  One  of  the  largest  complaints  I  have  had,  Mr. 
Chairman,  is  the  doctor  insists  that  the  patient  pay  his  bill.  He 
pays  the  bill,  sends  it  in  to  the  carrier,  and  when  it  is  returned  the 
doctor's  fee  has  been  cut  down  $100  or  $150. 

Will  this  joint  payment  to  the  doctor  and  patient  help  take  care  of 
this  or  won't  it  ? 

Mr.  Pettexgill.  As  I  mentioned  in  connection  with  our  proposal, 
this  joint  payment  would  not  in  any  way  affect  the  physician's  right 
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to  charge  the  fee  to  the  patient  which  he  thought  was  proper.  The 
carrier  would  be  making,  of  course,  its  determination  of  a  reasonable 
charge  and  it  is  conceivable  that  under  certain  circumstances  the  bene- 
fits would  be  based  on  an  amount  lower  than  the  physician  actually 
charged. 

Mrs.  G-riffiths.  I  observed  in  your  testimony  that  you  said  that 
you  inquire  about  that  exact  doctor's  usual  charge.    Is  that  right  ? 

Mr.  Pettengill.  This  is  the  intent  of  Social  Security  that  we  do 
so;  yes. 

Mrs.  Griffiths.  I  had  a  case  where  I  believe  the  doctor  had  charged 
$550  for  removing  the  voice  box,  the  vocal  cords,  and  so  forth  and 
so  on.    They  would  permit  the  patient  only  $450. 

On  inquiry  I  discovered  that  the  normal  charge  is  $750.  Why 
would  that  happen  ? 

Mr.  Pettengill.  That  is  an  individual  case,  Mrs.  Griffiths,  and  you 
would  have  to  take  it  up  with  the  particular  carrier  concerned. 

Mrs.  Griffiths.  Well,  this  is  the  biggest  complaint  I  have  had 
from  constituents,  not  alone  that  they  are  not  being  paid  reasonably 
rapidly,  but  they  are  not  being  reimbursed  for  what  they  pay. 

Mr.  Pettengill.  I  can  appreciate  your  problem;  but  it  would  be 
an  individual  problem  with  a  specific  carrier. 

Mrs.  Griffiths.  Thank  you. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Again,  Mr.  Pettengill,  and  those  at  the  table  with 
you,  we  thank  you  very  much  for  coming  to  the  committee.  We  may 
be  back  in  contact  with  you  later  for  some  additional  information. 

Mr.  Pettengill.  Thank  you,  sir. 

The  Chairman.  Thank  you  very  much. 

Mr.  McNerney  you  have  been  before  the  committee  on  several  occa- 
sions in  the  past,  but  for  purposes  of  this  record  will  you  again 
identify  yourself? 

STATEMENT  OF  WALTER  J.  McNERNEY,  PRESIDENT,  BLUE  CROSS 

ASSOCIATION 

Mr.  McNerney.  Mr.  Chairman,  my  name  is  Walter  J.  McNerney. 
I  am  president  of  the  Blue  Cross  Association,  the  national  organiza- 
tion of  Blue  Cross  hospital  service  plans.  It  is  a  pleasure  and  a 
privilege  to  appear  here  as  a  representative  of  these  plans. 

The  implementation  of  Public  Law  89-97,  titles  XVIII  and  XIX 
has  been  a  massive  undertaking.  As  an  intermediary  under  both 
programs,  Blue  Cross  has  shared  in  the  implementation.  This  experi- 
ence has  revealed  some  administrative  problems  related  to  complexities 
of  the  law  and  the  benefit  patterns  and  the  application  of  a  highly  uni- 
form set  of  regulations  to  a  variegated  .health  system. 

Under  title  XVIII,  Blue  Cross  recommends  a  simplification  of  the 
ambulatory  benefits,  an  easy  to  administer  yet  equitable  program  of 
payment  to  physicians  working  under  a  contract  with  a  hospital,  an 
amendment  dealing  with  confidentiality  of  records,  and  elimination  of 
initial  certification  of  necessity  of  admission  by  a  physician.  Other 
recommendations  deal  largely  with  the  desirability  of  basing  the  sys- 
tem on  greater  use  of  objectives  and  criteria,  with  some  flexibility  of 
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performance  on  the  part  of  providers  and  intermediaries,  so  as  to  speed 
workflow  and  bring  the  decisionmaking  process  closer  to  the  manifold 
problems  that  arise  on  a  daily  basis,  as  opposed  to  use  of  a  tight  set 
of  prescriptions  which  inevitably  cut  across  a  wide  variety  of  local 
capacities  and  practices. 

The  amendments  offered  under  title  XIX  are  generally  supported. 
Particularly  appropriate  is  the  provision  in  H.R.  5710  which  limits 
Federal  participation  in  the  program  to  those  persons  whose  income 
does  not  exceed  a  certain  amount,  which  varies  by  State.  Assuming 
that  these  amounts  are  sensitively  set,  there  will  emerge  a  sound  meet- 
ing ground  of  Government  assistance  programs  and  an  expanding  sys- 
tem of  voluntary  prepayment. 

Collectively,  Blue  Cross  plans  provide  benefits  to  approximately 
64  million  persons  in  the  United  States  including  more  than  4  million 
Federal  employees  and  dependents.  Also,  Blue  Cross  acts  as  an 
intermediary  for  over  93  percent  of  the  participating  hospitals,  84  per- 
cent of  the  home  health  agencies,  and  more  than  55  percent  of  the 
extended  care  facilities  participating  under  title  XVIII  of  the  Social 
Security  Act ;  it  is  serving  a  growing  number  of  States,  now  24,  under 
welfare  programs  such  as  those  under  title  XIX,  of  the  Social  Secu- 
rity Act  or  supplements  to  title  XVIII  benefits  for  welfare  recipients ; 
it  administers  benefits  in  33  States  under  the  civilian  health  and  medi- 
cal program  of  the  uniformed  services;  and  it  has  accepted  certain 
administrative  responsibilities  under  the  VISTA  program. 

Eliminating  the  overlaps,  we  serve  nearly  45  percent  of  the  popula- 
tion in  one  way  or  another.  Furthermore,  Blue  Cross  experience  ex- 
tends to  all  age  groups,  many  types  of  health  benefit  structures  and  to 
all  sections  of  the  country. 

I  should  like  to  comment  on  various  facets  of  H.R.  5710,  including 
title  I:  Old-Age,  Survivors,  Disability,  and  Health  Insurance  and 
title  II :  Public  Welfare  Amendments. 

COMMENTS  ON  TITLE  I 

The  health  insurance  for  the  aged  program  enacted  under  Public 
Law  89-97  is  a  large  and  complex  undertaking,  involving  approxi- 
mately 20  million  aged  citizens,  a  multitude  of  general  hospitals,  home 
health  agencies,  and  extended  care  facilities,  the  vast  majority  of 
practicing  physicians  in  our  country,  numerous  private  health  insur- 
ance and  prepayment  carriers  and  the  extensive  resources  of  the  De- 
partment of  Health,  Education,  and  Welfare.  It  started  successfully 
on  July  1,  1966,  but  it  is  still  very  much  in  the  formative  stages. 

The  accomplishments  of  the  program,  for  which  members  of  this 
committee  and  the  staff  of  HEW  can  take  satisfaction,  are  a  matter  of 
record.  However,  one  must  expect  that  problems  will  arise  in  the 
administration  of  a  program  of  such  magnitude.  I  am  sure  it  was  no 
surprise  to  any  of  us  to  learn  that  this  expectation  had  materialized. 
Some  of  the  problems  stem  from  the  law  itself ;  others  are  the  result  of 
administrative  interpretation  and  implementation. 

My  comments  are  directed  largely  toward  what  we  in  Blue  Cross 
believe  are  the  principal  legislative  and  administrative  factors  in  need 
of  change  and  what  changes  are  called  for. 
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Before  proceeding,  let  me  call  your  attention  to  appendix  I.  In 
it  we  have  tried  to  spell  out  in  brief  terms  the  major  steps  involved 
in  the  claims  administration  process,  hoping  that  a  perusal  of  it  would 
make  my  remarks  to  follow  more  meaningful.  Although  the  function 
of  claims  administration  is,  at  first  glance,  a  routine  process,  it  can,  in 
fact,  be  everything  from  a  f acilitative  process  to  an  impediment 
depending  on  its  design. 

Simplification 

A  major  need  of  the  program  is  for  simplification.  The  present 
benefits  are  too  complex  to  administer  without  excessive  paperwork, 
cost,  and  time.  They  invite  error.  They  are  confusing  to  aged  bene- 
ficiaries. Some  benefits  are  so  minor  that  bills  can  result  in  less  value 
than  the  cost  of  issuing  the  check  made  in  payment. 

This  situation  is  not  caused  by  any  one  factor,  but  by  several  which 
do  not  mesh  with  each  other  and  which  in  total  do  not  fit  well  into  the 
existing  system  for  providing  health  care.  Standing  alone,  no  one  of 
these  factors  would  be  a  great  problem,  but  in  combination  they  cause 
slower  and  more  costly  claims  handling  than  should  be  the  case. 

The  $50  annual  part  B  deductible 

An  important  administrative  complexity  arises  from  the  $50  de- 
ductible under  part  B.  As  part  A  intermediaries,  Blue  Cross  is 
directly  involved  in  the  deductible  because  we  administer  several 
elements  in  part  B  benefits,  such  as  for  outpatient  and  home  health 
services.  To  some  extent  the  proposals  in  H.R.  5710  called  part  C 
have  reduced  this  complexity,  while  introducing  some,  as  we  will  com- 
ment on  later. 

The  basic  complication  arises  from  adoption  in  the  act  of  some 
principles  of  the  service  benefit  approach  of  nonprofit  prepayment 
plus  some  principles  of  the  indemnity  major  medical  approach  of  com- 
mercial insurance,  which  don't  mesh  well. 

Medicare  wants  to  provide  coverage  at  the  time  care  is  rendered, 
and  so  hospitals  are  paid  directly  and  physicians  are  urged  to  accept 
assignments.  This  is  desirable.  But,  it  is  not  compatible  with  the 
concept  that  the  first  $50  of  benefits  under  part  B  will  not  be  covered 
at  all,  because  records  must  be  kept  of  those  $50  so  that  the  hospitals 
and  home  health  agencies  can  know  when  the  obligation  has  been  met. 

Under  a  more  familiar  major  medical  approach  using  the  deductible, 
only  a  small  percentage  of  the  population  gets  involved  because  the 
deductible  is  in  the  form  of  a  corridor  after  the  application  of  basic 
hospital  and  physician  benefits. 

In  any  case,  the  beneficiary  normally  keeps  the  records  of  his  ex- 
pense until  the  deductible  is  met. 

Under  medicare,  having  to  search  the  central  record  in  Baltimore 
to  update  the  deductible,  and  to  delay  the  application  of  medicare 
credits  until  the  information  is  available  introduces  complexities. 

Further  administrative  complexities  result  from  (1)  the  fact  that 
the  deductible  can  be  fulfilled  by  charges  submitted  to  a  variety  of 
intermediaries  and  carriers  by  a  variety  of  providers,  physicians,  or 
beneficiaries;  (2)  the  provider  does  not  have  adequate  knowledge  of 
the  status  of  the  deductible  when  small  and  short-term  benefits  are 
involved,  as  in  outpatient  services;  and  (3)  the  requirement  that  ex- 
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penses  incurred  in  the  fourth  calendar  quarter  of  a  year  and  applicable 
to  that  year's  deductible  are  also  "carried  over"  and  made  applicable 
to  the  following  year's  deductible  in  an  effort  to  achieve  greater  equity 
among  beneficiaries. 

Parenthetically,  while  we  do  not  believe  that  it  has  any  favorable  or 
even  noticeable  effect  on  utilization  of  hospital  care,  the  $40  deductible 
in  each  spell  of  illness  under  part  A  has  not  proved  to  be  a  special 
administrative  problem,  either  to  the  hospitals  or  to  the  intermediaries. 

The  administrative  system  has  been  able  to  accommodate  it,  largely 
because  most  hospital  bills  exceed  $40  and  involve  only  one  provider. 
Eventually,  we  will  need  to  determine  whether  there  have  been  serious 
problems  in  collecting  the  $40  but  so  far  the  reports  of  such  difficulty 
have  been  minor. 

Outpatient-  services 

This  is  an  awfully  important  area  to  understand.  I  am  sure  that  the 
committee  has  heard  something  on  it  already. 

The  present  program  sets  up  a  third  form  of  deductible — this  is  for 
diagnostic  benefits — ($20  in  addition  to  the  basic  part  A  $40  and  the 
part  B  $50) .  It  sets  up  a  third  time  period  during  which  charges  must 
be  accumulated  (a  20-day  span  in  each  hospital  used  by  the  beneficiary, 
in  addition  to  the  spell  of  illness  period  in  part  A  and  the  calendar 
year  in  part  B ) . 

It  makes  the  $20  deductible  applicable  against,  the  part  B  $50  deduc- 
tible and  limits  the  amount  of  $20  deductibles  to  $50  in  a  given  year. 

In  other  words,  they  interact.  It  requires  completion  of  an  excep- 
tionally complicated  claim  form  by  the  hospital,  generally  for  a  benefit 
that  does  not  average  more  than  the  cost  of  preparing  the  form.  We 
have  seen  copies  of  benefit  checks  for  1  cent. 

Some  gross  figures  from  the  first  7  months  of  medicare  will  help  to 
demonstrate  the  present  situation  : 

Under  part  A,  Blue  Cross  processed  541,769  outpatient  claims,  of 
which  321,610  involved  no  payment  under  the  program. 

Under  part  B,  Blue  Cross  processed  468,698  outpatient  claims,  of 
which  264,859  involved  no  payment  under  the  program.  In  total,  out 
of  more  than  1  million  outpatient  claims,  nearly  60  percent  resulted  in 
no  medicare  benefits. 

Yet,  claim  forms  were  required  to  be  submitted  by  the  provider  of 
sendees  and  to  be  forwarded  to  Baltimore  by  the  intermediary. 

In  addition,  as  stated  earlier,  the  average  benefit  is  a  matter  of  a  few 
dollars  at  best,  possibly  something  over  S4.  And  finally,  there  are  in- 
dications that  a  significant  portion  of  this  very  substantial  iceberg 
may  still  be  under  water. 

Projecting  partial  reports  from  Blue  Cross  plans,  there  may  be  as 
many  as  750  hospitals  which  have  never  submitted  any,  or  only  a  few. 
outpatient  claims  since  the  start  of  the  program,  because  of  the  com- 
plexities of  reporting  and  the  difficulty  of  knowing  how  to  calculate 
the  benefit,  and  there  may  be  as  many  as  another  400,000  claims  never 
submitted  at  all.  Many  of  these  would  involve  no  benefit,  but  some  of 
them  would,  and  to  that  extent  the  medicare  beneficiary  may  have  lost 
a  benefit  to  which  he  is  entitled. 

Note,  too,  that  to  the  extent  not  reported  or  reported  late  the  amounts 
involved  affect  the  $50  part  B  deductible.  This  could  mean  that  many 
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beneficiaries  have  actually  satisfied  the  $50  deductible  at  an  earlier  time 
than  shows  up  on  the  record  in  Baltimore. 

A  further  complexity  involves  the  necessity  to  make  an  often  diffi- 
cult distinction  between  diagnostic  and  therapeutic  services  in  the  out- 
patient department,  which  must  be  recorded  separately  on  the  bill  of 
charges  for  part  A  and  part  B,  for  a  single  case. 

There  is  a  picture  of  complexity  that  must  be  dealt  with. 

Arrangements  between  hospitals  and  physicians 

Over  the  years  there  have  evolved  various  arrangements  whereby 
physicians  work  under  a  contract  with  a  hospital.  There  arrangements 
must  always  be  acceptable  to  the  physician  involved,  and  sometimes 
the  medical  staff  of  the  hospital  as  well,  and  we  conceive  them  to  have 
been  entered  into  freely  and  to  be  acceptable  to  all  parties  involved. 

Generally,  the  services  of  such  physicians  are  considered  a  part  of 
hospital  costs  and  are  invariably  paid  for  as  such  by  private  organiza- 
tions like  Blue  Cross.  It  is  only  in  those  instances  where  the  bill  is 
clearly  that  of  the  physician,  that  Blue  Cross  does  not  pay.  In  such 
instances  the  bill  would  be  paid,  for  example,  by  Blue  Shield. 

Thus,  over  the  years,  the  cost  of  such  services  has  been  treated  as  a 
hospital  cost  or  as  a  physician  cost  depending  upon  who  submitted  the 
bill,  and  the  whole  billing  and  prepayment  system  is  geared  to  that 
procedure. 

Notwithstanding  this  well-defined  and  workable  system,  however, 
medicare  requires  that  charges  for  services  rendered  by  such  physicians 
be  determined  separately  from  costs  incurred  by  hospitals  for  in- 
patient and  outpatient  services,  even  if,  in  fact,  the  physician  receives 
his  compensation  in  the  form  of  salary  or  percentage  payments  from 
the  hospital  and  not  from  direct  billings  to  the  patients. 

This  required  split  between  the  so-called  professional  component  of 
care  and  the  administrative  component  has  caused  difficulties  in  its 
computation,  has  been  disruptive  of  relations  between  doctors  and 
hospitals,  has  required  the  submission  of  two  bills  by  the  hospital,  one 
to  the  intermediary  and  one  to  a  carrier,  where  normally  one  is  suffi- 
cient, has  doubled  the  amount  of  information  which  must  be  sent  to 
Baltimore  for  recording  in  the  history  record,  has  resulted  in  some 
unrealistically  small  bills  and  has  raised  the  possibility  of  greater  cost 
to  the  program. 

COMMENT  ON  PART  C  OF  H.R.  5710 

Part  C  is  in  the  bill  as  a  proposed  device  to  ameliorate  some  of  the 
above  problems.    It  is  a  marked  improvement  over  the  present  system. 

However,  as  we  read  H.R.  5710  the  effort  to  cure  these  problems  by 
a  new  part  C,  goes  only  part  way  toward  the  objective,  and  introduces 
new  complications.  As  we  understand  it,  the  intention  of  part  C  is  as 
follows : 

(1)  Where  the  hospital  bills  for  outpatient  services,  the  billing 
would  inculde  costs  to  the  hospital  for  both  institutional  services  and 
the  services  of  radiologists  and  pathologists.  The  entire  billing 
would  be  reimbursed  by  the  part  A  intermediary  out  of  the  part  B 
fund,  and  the  $50  deductible  and  the  20-percent  coinsurance  would 
apply. 

This  proposal  would  remove  the  third-form  concept  of  deductibility 
and  benefit  period  ($20  in  20  days)  as  well  as  the  artificial  distinction 
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between  diagnostic  and  therapeutic  hospital  service;  both  of  these 
changes  are  much  to  be  desired.  The  proposal  would  only  partially 
remove  the  existing  problem  of  separating  out  the  charges  ior  profes- 
sional services,  because  the  change  applies  only  to  radiology  and 
pathology.  It  would  still  be  necessary,  for  example,  to  determine  sep- 
arately and  bill  separately  for  the  services  of  the  cardiologist  and 
physiatrist,  who  are  compensated  by  the  hospital  directly  under  an 
arrangement. 

The  proposal  would  withdraw  outpatient  benefits  from  part  A 
beneficiaries  who  have  not  signed  up  for  part  B  and  would  continue 
the  administrative  problems  related  to  the  $50  deductible. 

Under  the  part  C  proposal,  all  outpatient  claims  would  be  subject  to 
the  $50  deductible,  and  it  would  never  or  seldom  be  possible  for  a  pro- 
vider to  determine  patient  liability  at  the  time  this  care  was  rendered. 
This  does  not  provide  the  simplification  which  we  believe  is  essential. 

(2)  Where  the  hospital  bills  for  inpatient  services,  the  billing  would 
include  costs  to  the  hospital  for  both  institutional  services  and  the 
services  of  radiologists  and  pathologists.  The  entire  billing  would 
be  reimbursed  by  the  part  A  intermediary  out  of  the  part  A  fund. 

As  we  understand  it,  also,  the  charges  for  the  speciality  services 
would  not  be  subject  to  the  regular  $40  deductible  on  part  A  benefits, 
or  to  the  $50  deductible  applied  to  part  B  benefits.  This  would  be  an 
equitable  result  so  far  as  all  parties  are  concerned,  but  introduces  an 
administrative  complexity.  Because  the  services  will  be  partly  in- 
cluded in  a  hospitaFs  cost,  but  not  subject  to  the  deductible,  the  billing 
procedure  will  require  further  manual  completion. 

It  will  make  it  necessary  to  state  separately  the  costs  of  the  depart- 
ments involved  in  diagnostic  laboratory  and  radiology,  and  other 
diagnostic  services  (but  not  therapeutic  radiology,  for  instance)  and 
to  report  these  charges  on  each  individual  claim  form,  and  only  apply 
the  $40  deductible  to  other  charges  of  the  hospital. 

It  is  possible  to  determine  these  costs,  readily  enough,  for  reimburse- 
ment or  audit  purposes.  But  to  require  that  they  be  interpreted  and 
applied  to  each  individual  claim  form  because  these  particular  services 
are  exempted  from  the  deductible  is  just  as  bad  in  reverse  as  placing 
them  under  a  separate  deductible — in  fact,  no  deductible  is  a  "separate 
deductible." 

As  in  the  case  of  outpatient  services,  the  proposal  only  partially 
solves  the  so-called  professional  component  problem  of  separation  of 
charges.  The  change  is  limited  to  radiology  and  pathology  and  re- 
tains the  necessity  for  separate  billing  for  other  professionals,  for 
example  cardiologists. 

(3)  Where  the  physician  (not  limited  to  radiologist  and  patholo- 
gist) bills  the  patient  directly,  or,  under  assignment,  bills  the  medicare 
program  for  his  services,  reimbursement  would  be  made  by  the  part  B 
carrier  out  of  the  part  B  fund. 

As  we  understand  it,  the  reasonable  charge  would  include  not  only 
the  physician's  personal  service  to  the  patient,  but  any  administrative 
service  a  s  well.  We  further  understand  that  the  charges  would  not 
be  subject  to  the  $50  deductible  or  coinsurance. 

The  proposal  here  follows  the  tradition  of  "pay  whoever  bills,"  and 
we  support  this  concept.    While  it  is  not  our  direct  concern  as  a  part-A 
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intermediary,  we  foresee  possible  difficulties  in  sorting  out  those 
charges  which  are  not  subject  to  the  deductible,  and  those  that  are. 

For  example,  those  that  might  emanate  from  the  offices  as  opposed 
to  the  hospital. 

RECOMMENDATIONS 

The  following  recommendations,  which  we  think  this  committee 
might  weigh  carefully,  are  calculated  to  simplify  the  system  further 
than  part  C  does  and  to  provide  an  important  simplification,  important 
certainly  to  the  aged  themselves  in  comprehending  what  their  benefits 
are  at  the  time  of  illness. 

(1)  We  recommend  that  immediate  consideration  be  given  to  a 
change  in  the  benefit  pattern  of  part  B.  We  suggest  that  the  $50 — 
part-B  deductible  be  replaced  by  a  co-pay  requirement  under  which 
the  beneficiary  will  always  pay  a  stated  percentage  or  minimum  dol- 
lar amount  of  every  individual  charge  incurred,  making  it  unnecessary 
to  keep  records  on  the  extent  to  which  the  deductible  has  been  met  by 
the  wide  variety  of  charges  which  can  apply  against  it. 

We  realize  that  this  suggestion  will  require  more  money.  If,  how- 
ever, the  contributions  from  the  Government  and  the  beneficiary  have 
to  be  raised  and/or  the  beneficiaries'  copayment  increased  in  order  to 
eliminate  the  deductibles,  let  this  be  done.  We  think  it  would  be 
worth  dong  to  make  the  present  program  work  well  and  be  compre- 
hensible to  the  aged.    It  should  have  high  priority. 

(2)  We  recommend  that  all  hospital  outpatient  services  be  part- A 
benefits  subject  to  a  straight  50-percent  copayment  by  the  beneficiary 
but  with  a  maximum  payment  of  $20  for  any  series  of  related  billings 
by  the  same  hospital,  and  a  minimum  billable  medicare  benefit  of  §2 
(to  avoid  the  processing  of  the  small  miniscule  expenses) .  Inciden- 
tally, they  can  be  paid  through  reimbursement  cost. 

(3)  We  recommend  that  all  services  billed  for  by  the  hospital,  in- 
including  those  services  of  physicians  rendered  to  an  inpatient  or  to 
an  outpatient  but  which  are  hospital  receivables  should  be  covered 
under  part  A  and  reimbursed  on  the  basis  of  reasonable  costs  to  the 
hospital  as  for  all  other  hospital-billed  services.  This  is  the  cus- 
tomary practice  in  Blue  Cross  and  Blue  Shield  for  several  million 
Americans. 

(4)  We  recommend  that  services  of  physicians  billed  for  by  the 
physicians,  or  in  his  name  by  any  other  entity  including  a  hospital, 
would  be  covered  only  under  part  B  on  the  basis  of  reasonable  charges, 
whether  for  services  rendered  to  an  outpatient  or  to  an  inpatient. 
This  is  also  customary  practice. 

It  might  be  well  to  safeguard  the  interests  of  the  individual  doctor, 
as  the  American  Medical  Association's  House  of  Delegates  proposed 
during  its  last  meeting,  by  stipulating  that  the  individual  doctor  and 
the  medical  staff  agree  to  the  contract.  In  this  manner  the  profes- 
sional status  of  the  doctor,  local  determination,  and  program  simplifi- 
cation are  all  protected. 

COMMENTS  ON  OTHER  PROPOSALS  IN  TITLE  I 

Eegarding  other  proposals  in  title  I,  and  I  would  repeat  again,  we 
consider  those  primary,  we  offer  the  following  comments. 
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Section  131,  part  3.    Eliminate  physician  certification  of  necessity 

We  endorse  the  provisions  of  this  section.  This  change  will  also 
ease  an  administrative  burden;  and,  equally  important,  it  will  make 
more  meaningful  the  recertification  and  utilization  reviews  for  which 
provision  is  still  made. 

The  present  requirement  of  written  certification  of  need  by  the  phy- 
sician upon  admission  to  the  hospital  as  an  inpatient  or  outpatient  has 
been  met  with  such  far-fetched  responses  as  the  physician's  signature 
being  affixed  to  a  sheet  on  the  back  of  which  is  stamped  a  statement 
of  need  which  he  needn't  see. 

The  cynicism  that  stems  from  this  is  apt  to  contaminate  more  sub- 
stantive controls  such  as  utilization  review  and  careful  claims  admin- 
istration, and  encourage  paper  responses  instead  of  meaningful  control 
programs. 

We  hope  that  recertification  would  not  be  required  by  regulation 
prior  to  the  20th  day.  Some  consideration  might  be  given,  in  fact, 
to  stating  this  in  clause  (B)  on  page  72  in  the  reverse  of  this  present 
expression,  that  is  ".  .  .  and  (B  the  first  such  certification  required 
under  clause  (A)  shall  not  be  required  earlier  than  the  20th  day  of 
each  period;". 

Section  161,  part  4,  title  I.    Interns  and  residents 

We  endorse  this  proposal.  However,  we  again  urge  that  considera- 
tion be  given  to  including  additionally  a  provision  for  coverage  of  the 
reasonable  costs  of  other  physicians  including  those  who  function  in  a 
teaching  or  a  supervisory  situation,  perhaps  director  of  education, 
within  a  hospital  and  who  do  not  render  bills  privately  for  those  serv- 
ices to  persons  who  are  involved  as  patients  there.  This  would  be  taken 
care  of  if  you  bought  the  proposition  that  however  bills  get  paid,  but 
as  a  separate  issue  I  might  add  that  there  are  physicians  who  fall  out- 
side the  interns,  residents,  or  those  practicing  with  limited  license  who 
in  fact  are  in  an  administrative  teaching  capacity  that  should  be  folded 
into  the  same  idea. 

Section  164--,  part  4,  title  I.  Limitation  on  reduction  of  90  days 

In  the  interest  of  equity  among  patients,  we  would  favor  the  entire 
elimination  of  the  provisions  of  section  1812  (c)  as  to  reduction  of  days, 
rather  than  the  proposed  clarification  suggested  here. 

Section  125,  part  3.    Care  for  the  disabled 

We  endorse  the  objective  of  this  section.  I  want  to  add,  however, 
that  the  medical  needs  of  these  persons  differ  from  those  of  the  aged. 
Among  the  disabled  one  is  apt  to  find  greater  need  for  mental  care, 
long-term  care,  and  rehabilitation  services,  for  example. 

There  are  measurable  differences  in  the  needs  among  the  disabled. 
As  the  Social  Security  Administration  points  out  in  one  of  its  studies. 

The  younger  disabled,  with  a  high  proportion  of  mental  disease,  had  a  higher 
proportion  hospitalized  at  some  time  during  the  survey  year,  were  hospitalized  for 
a  longer  period  during  the  survey  year,  and  had  a  greater  proportion  in  long- 
stay  hospitals  than  the  older  disabled  workers. 

These  people  need  assistance,  but  the  combination  of  differences  sug- 
gests the  greater  usefulness  of  an  earmarked  cash  allowance  for  the 
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purchase  of  care ;  the  development  of  appropriate  benefits  under  title 
of  XIX  of  the  Social  Security  Act ;  or  the  establishment  of  a  special 
disability  health  care  program  administered  separately  on  a  cost  basis 
by  a  private  carrier  as  under  the  Federal  employees  retiree  program 
thus  permitting  the  disabled  to  tailor  the  benefits  more  to  their  indi- 
vidual needs  through  the  device  of  alternative  programs. 

The  idea  would  be  to  get  a  set  of  benefits  more  extensively  tuned 
rather  than  using  those  that  now  exist. 

Section  126,  part  3.    Payment  to  Federal  facilities 

To  date,  Federal  facilities  have  not  been  integrated  well  into  such 
planning  as  exists  among  hospitals  presently  at  the  local  level.  Deter- 
minations as  to  whether  to  expand  or  contract  these  facilities  are  made 
at  distant  points  related  to  extra-local  as  well  as  local  factors. 

Duplication  of  effort  between  voluntary  or  local  government  and 
Federal  hospitals  can  result.  Before  Federal  hospitals  are  paid  like 
other  hospitals  their  status  relative  to  local  planning  should  be  made 
clear.  This  matter  is  subject  to  study  by  the  AHA  and  the  Govern- 
ment. 

In  our  view  action  should  be  withheld  until  such  study  is  completed 
and  public  policy  has  been  enunciated  on  the  subject.  The  Federal 
Government  should  not  be  exempt  from  the  same  considerations  now 
being  weighed  against  local  providers  and  it  should  not  duplicate  the 
care  now  being  rendered  by  existing  facilities  and  programs. 

One  should  take  cognizance  of  the  fact  that  the  Secretary  can  pay 
for  care  in  these  facilities  under  the  present  act  as  long  as  the  care  is 
customarily  given  as  a  community  service  and  for  emergency  care. 

Also,  if  Federal  hospitals  are  to  be  used  as  research  centers  to  im- 
prove health  care,  as  has  been  suggested,  the  question  arises,  also,  if 
whether  they  should  be  used  on  a  patient  request  basis. 

There  are  two  or  three  policy  issues  here,  I  think  should  be  looked  at. 

Section  129,  part  3,  depreciation  allowances 

I  want  to  say  first  of  all  that  Blue  Cross  supports  emphatically  re- 
gional planning  of  health  facilities.  In  one  form  or  another,  through 
financing,  supply  of  data,  et  cetera,  Blue  Cross  has  participated  in  the 
steady  growth  of  planning  agencies  in  this  country.  It  is  estimated 
that  there  were  five  agencies  operating  in  1954.  Today  there  are 
75  to  80  with  over  40  percent  of  the  population  affected. 

More  needs  to  be  done  in  the  light  of  rising  costs  and  health  man- 
power shortages.  The  capital  structure  of  health  services  is  unques- 
tionably an  important  factor  in  achieving  more  productivity.  Blue 
Cross  subscribers  and  others  will  benefit  from  a  rapid  expansion  of 
planning  activity. 

The  proposal  now  before  the  committee  in  effect  mandates  funding 
of  depreciation  and  expenditure  of  such  money  under  title  XVIII  ac- 
cording to  some  kind  of  State  plan.  The  general  intent  of  this  provi- 
sion to  promote  planning  is  laudable,  but  we  think  that  the  provision 
per  se  is  unwise.  Not  just  the  aged  have  a  vested  interest  in  planning, 
all  ages  do>. 

A  proposal  on  planning  as  part  of  a  broad  complex  piece  of  legis- 
lation dealing  with  the  aged  cannot  in  our  opinion  be  adequately  ex- 
plored.  Planning  in  itself  is  a  complex  subject.   There  is  broad  con- 
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census  regarding  the  need  for  it,  but  much  less  consensus  regarding 
the  form  it  should  take. 

In  his  special  message  to  the  Congress  on  health  and  education. 
President  Johnson  spoke  of  appointing  an  advisory  commission  on 
health  facilities  to  study  the  country's  needs  for  a  system  of  health 
facilities  and  of  increased  expenditures  for  research  and  development 
in  health  services. 

We  feel  that  the  American  Hospital  Association  should  work  with 
the  Government  on  an  intensive  study  which  would  lead  to  definitive 
recommendations  on  how  planning  should  be  structured  and,  in  every- 
day terms,  how  it  should  operate  elaborating  in  effect  on  Public  Law 
89-749,  the  amendments  to  the  Public  Health  Service  Act,  which  deal 
with  planning  at  the  State  level. 

Such  a  study  should  also  bear  on  the  subject  of  reimbursement. 
Administrators  in  many  other  sectors  of  the  economy  often  use  cash 
generated  by  depreciation  for  operating  purposes.  I  think  all  who  are 
in  administration  are  aware  of  this. 

If  such  depreciation  funds  are  not  available  for  current  use,  what 
amount  is  needed  to  finance  replacement  and  additions  of  minor 
equipment,  to  finance  additional  accounts  receivables,  and  handle  other 
conditions  normally  found  in  a  well-run  institution?  The  subjects  of 
planning  and  reimbursement  are  inevitably  linked.  If  planning  is  to 
result  in  fewer,  presumably  needed,  institutions  then  these  must  be 
fully  paid.  Less  than  full  payment  can  be  justified  in  an  economic 
sense  only  in  the  absence  of  capital  discipline  through  planning. 

OTHER  MATTERS 

Complementary  coverage 

In  my  testimony  before  the  Senate  Finance  Committee  on  May  5, 
1965,  I  indicated  that  the  Blue  Cross  system,  prior  to  enactment  of 
Public  Law  89-97,  provided  coverage  for  approximately  5.6  million 
of  the  aged  population.  With  the  introduction  of  medicare,  we  faced 
the  challenge  of  providing  complementary  benefits  to  take  up  the  slack 
of  deductibles,  coinsurance,  limited  days,  et  cetera,  and  alsd  of  main- 
taining our  high  level  of  benefits  for  both  group  and  individual 
members. 

Eecent  reports  show  that  Blue  Cross  has  met  the  challenge.  Our 
statistics  indicate  that  approximately  4.8  million  of  the  aged  are  al- 
ready covered  by  complementary  contract  offered  throughout  the  sys- 
tem as  opposed  to  the  5.6  million  we  had  before  the  act  started.  This 
represents  approximately  87  percent  of  the  premedicare  figure,  and  is 
based  on  the  supplementary  contracts  only. 

Others  are  covered  under  other  types  of  programs  (e.g.,  basic  cover- 
age) and  this  unknown  figure  would  obviously  raise  the  percentage 
even  higher. 

Reimbursement  of  providers 

I  should  like  to  comment  on  the  administration  of  the  current  sys- 
tem of  reimbursement  of  hospitals  under  title  XVIII,  referred  to  as 
the  RCCAC  concept  (relationship  of  charges  to  charges  applied  to 
costs)  under  the  general  theme  of  simplification. 

The  system  is  costly  to  administer.  It  has  required  additional  em- 
ployees among  providers  and  among  intermediaries  auditing  more  ex- 
tensive data.  It  poses  difficult  questions  for  providers  with  all-inclusive 
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rates,  and  therefore  no  charge  centers.  And,  it  makes  heavy  demands 
on  the  cost-finding  capacities  of  many  hospitals. 

Symptomatic  of  the  complexities  involved  is  the  fact  that  accurate 
summary  data  are  not  available  yet,  upon  which  to  base  final  settle- 
ments with  providers  whose  year  ending  was  September  30,  1966. 
Also,  some  cost  reporting  forms  and  reimbursement  manuals  are  not 
yet  available  and  audit  subcontracts  lack  approval. 

Other  reasons  can  be  advanced  for  modifying  the  RCCAC  formula, 
but  its  administrative  feasibility  should  be  considered.  If  current 
practices  in  the  health  field  were  more  closely  followed  there  would  be 
fewer  problems. 

It  would  be  well  to  permit  the  protracted  use  of  gross  RCCAC,  or 
average  per  diem  cost  methods,  for  effecting  final  settlement  in  situa- 
tions where  provider  charging  methods  or  financial  records  indicate. 

Currently  HEW  and  AHA  are  examining  the  RCCAC  method  of 
allocation.  Perhaps  out  of  this  a  sound  long-range  solution  will 
emerge. 

Another  word  on  the  need  for  flexibility  should  be  added.  The  "cur- 
rent financing"  formula  is  complex.  For  example,  it  requires  the 
gathering  of  extensive  information  and  the  recomputation  of  amounts 
each  quarter.  And,  it  leaves  little  or  no  room  for  the  intermediary 
to  exercise  judgment  to  meet  the  needs  arising  from  changing  local 
conditions. 

Confidentiality  of  records 

The  concepts  of  confidentiality  of  title  XVIII  claims  data  are  de- 
fined in  regulations  No.  1  under  the  Social  Security  Act,  and  a  pro- 
posed amendment  to  the  regulation  which  has  been  published  for 
comment  but  not  yet  finalized. 

The  public  interest  here  lies  in  seeing  that  administration  of  title 
XVIII,  title  XIX  and  other  welfare  programs,  and  the  complemen- 
tary coverage  provided  by  the  Blue  Cross  system  and  the  insurance 
industry  are  coordinated  with  a  high  degree  of  efficiency  at  the  lowest 
administrative  cost. 

The  essential  present  problem  stems  from  the  requirements  of  the 
regulation,  which  calls  for  the  beneficiary  and  the  provider  to  con- 
sent to  the  release  of  title  XVIII  information.  We  have  commented 
that  the  regulation  is  too  restrictive.  SSA  has  developed  a  proposed 
procedure  for  implementing  the  regulation  and  our  reaction  has  been 
generally  favorable,  but  our  reservations  are  based  on  the  assumption 
that  the  consent  requirements  would  still  be  binding. 

As  things  stand  now  even  though  we  might  be  administering  XVIII 
benefits  and  the  complementary  benefits,  we  are  not  supposed  to  look 
at  the  XVIII  benefits  to  move  them  together  sensitively  with  the  com- 
plementary benefits  to  minimize  the  confusion  of  the  aged  beneficiary. 
We  think  that  this  committee  should  endorse  every  effort  to  be  sure 
that  we  can  use  these  data.  The  important  thing  is  that  the  aged  person 
when  he  is  ill  has  this  work  done  for  him  and  not  be  caught  in  the 
bind  as  to  how  his  benefits  fit  together. 

RECOMMENDATION 

We  recommend  that  the  consent  clause  which  is  standard  in  most, 
if  not  all,  Blue  Cross  and  insurance  contracts,  be  considered  suffi- 
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cient  consent  to  share  title  XVIII  claims  information  for  complemen- 
tary purposes.  The  provider  consent  is  not  required  by  all  State 
statutes,  but  where  it  is,  we  recommend  that  the  consent  be  made  part 
of  the  hospital  agreement  with  SSA,  or  that  the  intermediary  secure 
a  blanket  statement  of  consent  from  its  providers. 

If  there  is  concern  that  the  present  legislative  reference  is  too  restric- 
tive to  allow  this  latitude,  we  recommend  that  the  Congress  amend 
section  1106(a)  (42  U.S.C.  1306)  (a)  by  adding  the  following  before 
the  last  sentence  thereof : 

Such  Regulations  shall  provide  that  information  in  respect  to  any  person  who 
has  received  benefits  provided  under  Title  XVIII  or  Title  XIX  of  this  Act, 
acquired  by  an  agency,  organization  or  carrier  with  which  the  Secretary  has 
entered  into  an  Agreement  as  provided  in  Sec.  1816  or  Sec.  1942,  may  be  used  by 
such  agency,  organization  or  carrier  and  made  available  to  any  other  agencies, 
organizations  and  carriers  as  the  Secretary  shall  approve,  for  the  purpose  of 
administering  any  health  insurance  contract  or  program  covering  such  persons. 

Claims  processing 

Under  existing  part  A  procedures,  one  of  a  prescribed  series  of  claim 
forms  must  be  completed  by  the  provider  for  each  episode  of  service, 
and  then  moved  from  provider  to  intermediary  to  SSA.  Stemming 
from  the  requirement  of  a  prescribed  claim  form  is  a  series  of  problems 
affecting  both  efficiency  and  administrative  cost : 

1.  The  movement  of  paper  forms  for  100  percent  of  the  cases  creates 
a  monumental  task  of  paper  pushing  which  is  costly  and  hampered  at 
all  points  by  shortages  in  skilled  manpower. 

2.  The  requirement  that  the  provider  complete  the  special  form 
differs  with  many  existing  procedures  between  providers  and  Blue 
Cross  for  transmitting  claims  information. 

3.  The  scope  of  data  solicited  on  the  form  commingles  utilization 
information  necessary  for  daily  claims  operation,  and  statistical  in- 
formation necessary  for  a  variety  of  other  purposes  (e.g.,  utilization 
review,  program  evaluation,  annual  reimbursement) .  The  former  has 
immediate  urgency  on  a  daily  basis,  while  the  latter  can  be  compiled 
in  a  more  leisurely  fashion.  The  mixture  tends  to  delay  the  accom- 
plishment of  both. 

4.  The  transmission  of  paper  forms  precludes  the  full  and  efficient 
use  of  existing  sophisticated  EDP  and  telecommunications  system. 
We  have  initiated  discussions  with  SSA,  moving  toward  simplification 
of  these  problems. 

For  example,  the  hospital  would  transmit  stipulated  information  in 
a  variety  of  ways  (e.g.,  tape,  wire,  or  machine  billing).  The  inter- 
mediary could  transmit  tape  or  punched  cards,  or  could  telecommuni- 
cate the  necessary  claims  information  to  Baltimore.  Statistical  (re- 
search, reimbursement)  needs  could  be  met  on  a  sample  and/or 
retrospective  basis.    This  would  speed  things  up  at  no  loss  to  quality. 

Make  full  use  of  the  intermediary 

Some  of  the  administrative  problems  of  medicare  in  its  first  year 
stem  from  the  fact  of  detailed,  uniform  regulations,  interpretations 
and  rules  imposed  quickly  on  a  very  diverse  industry.  Blue  Cross 
and  other  health-care  underwriters  have  experience  and  expertise  in 
administering  large  health-care  programs.  That  experience  should 
be  exploited. 
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Recognizing  the  need  for  HEW  to  be  sensitive  to  standards  and 
equity,  it  would  be  well  if  national  regulation  could  be  modified  by  a 
system  which  specified  objectives  and  set  minimum  requirements  for 
the  data  and  reports  that  must  be  gathered  centrally,  relying  heavily 
on  audit  to  demonstrate  performance,  with  the  intermediaries  held 
fully  responsible  for  their  acts.  Some  of  this  is  being  done ;  for  ex- 
ample, in  the  areas  of  audit  and  utilization  review.  More  needs  to  be 
done  in  areas  such  as  emergency  financing  and  in  those  already 
mentioned. 

Such  a  modification  should  speed  workflow  and  put  decisionmaking 
closer  to  the  everyday  problems  involved,  without  compromising 
quality  of  performance.  Further,  and  importantly,  it  would  improve 
beneficiary  relations  and  understanding. 

COMMENTS  ON  TITLE  II 

I  should  like  to  add  a  few  comments  about  the  public  welfare  amend- 
ments, specifically  a  few  sections  of  title  II  of  H.R.  5710  which  are 
amendments  to  the  provisions  of  title  XIX  of  the  Social  Security  Act. 

Blue  Cross  has  a  strong  interest  in  this  title  of  the  law.  This  inter- 
est is  related  both  to  assisting  States  to  administer  the  State  plan  and 
in  meeting  the  needs  and  demands  of  people  who  are  able  to  provide 
for  their  health  care  through  normal  prepayment  or  self-budgeting. 

Blue  Cross  and/or  Blue  Shield  plans  are  involved  in  medical  vendor 
payments  for  welfare  recipients  in  24  States.  We  have  a  great  inter- 
est in  it.  Of  these,  in  seven  States  Blue  Cross  is  administering  the 
hospital  benefit  program  for  all  eligible  recipients.  In  the  other  17 
States,  plans  administer  supplemental  payments  over  title  XVIII  for 
aged  recipients.  This  includes  deductibles  and  copayments  when  these 
are  covered  by  the  States. 

Our  position  in  regard  to  selected  changes  in  the  law  is  as  follows : 

Section  220,  part  2  limitation  on  medical  participation  in  medical 
assistance — We  favor  this  provision  which  will  remove  the  open-ended 
nature  of  the  title  XIX  Law  and  provide  an  equitable  meeting  ground 
between  the  public  and  private  programs. 

However,  there  is  a  potential  problem  in  using  the  highest  income 
standard  among  the  various  cash  assistance  programs,  this  may  be  a 
program  involving  the  fewest  number  of  persons,  whose  needs  would 
exceed  or  in  some  way  only  be  accidentally  related  to  the  needs  of 
others.  Perhaps  a  better  approach  would  be  to  use  the  income  stand- 
ards of  the  cash  assistance  program  involving  the  greatest  number 
of  persons. 

Section  222,  part  2,  coordination  of  title  XIX  and  the  supplementary 
medical  insurance  program — We  are  in  favor  of  the  provisions  to  in- 
clude medical  assistance  recipients  65  or  older  under  the  buy-in  for 
part  B  of  medicare. 

However,  the  exclusion  of  Federal  participation  in  expenditures  for 
services  covered  under  part  B  if  the  individual  eligible  for  medical 
assistance  is  not  enrolled  may  create  administrative  problems  because 
the  medically  indigent  person  may  not  be  eligible  until  medical  care  is 
under  way. 

As  a  result,  for  anyone  who  does  not  apply  in  advance  for  and  become 
accepted  as  being  a  medical  assistance  recipient,  and  who  has  not  pur- 
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chased  part  B  on  his  own,  the  State  will  have  to  pay  the  full  cost  of 
physicians'  care  for  the  first  2  or  3  months  in  which  care  is  received 
until  part  B  becomes  applicable.  This  part  of  sec.  222  could  be  revised 
to  remove  the  burden  this  will  place  on  the  State  or  on  the  individual. 

Sec.  224,  part  2,  extent  of  Federal  financial  participation  in  certain 
administrative  expenses — We  support  the  equal  treatment  in  regard  to 
Federal  participation  in  the  administrative  costs  of  personnel  without 
the  requirement  that  they  be  employees  of  the  single  State  agency 
responsible  for  administration  of  the  title  XIX  plan,  whether  it  is 
welfare  or  otherwise. 

Sec.  225,  part  3,  advisory  council — We  support  the  establishment  of 
this  council  and  urge  that  it  include  fair  representation  from  every 
aspect  of  medical  care  and  medical  care  economics. 

In  regard  to  the  general  administration  of  title  XIX,  we  urge  that 
the  regulations  established  under  it  and  title  XVIII  be  similar,  for  the 
sake  of  greater  predictability  and  comprehensibility  on  the  part  of  all 
parties  concerned.  Some  differences  should  be  maintained  for  the 
sake  of  comparison  and  evaluation;  for  example,  standards  for  ac- 
ceptability of  general  hospitals  might  be  identical,  whereas  reimburse- 
ment formulae,  an  area  now  lacking  broad  consensus,  might  differ 
experimentally. 

In  closing,  let  me  say  that  I  think  that  the  recommendations  we  make 
to  streamline,  to  simplify  the  procedures  under  the  program,  without 
any  compromise  to  its  integrity  are  extremely  important,  but  I  also 
would  not  like  to  close  without  saying  that  there  are  some  environ- 
mental situations  that  are  going  to  deserve  all  of  our  concerted  atten- 
tion, two  especially,  i.e.,  productivity  and  manpower. 

One  should  be  mentioned  here.  Every  effort  must  be  made  to 
achieve  greater  productivity  within  our  health  system.  A  significant 
share  of  the  gross  national  product  is  devoted  to  health,  and  the 
amount  is  rising.  There  is  a  limit  to  the  amount,  however.  As  we 
approach  it,  the  desire  of  the  population  for  service  will  be  translated 
increasingly  into  getting  more  service  out  of  whatever  limited  re- 
sources are  available. 

A  recent  HEW  report  to  the  President  (Medical  Care  Prices)  points 
out  that  a  4  percent  increase  in  doctor  productivity  would  add  the 
equivalent  of  11,700  doctors  to  the  nation's  supply,  more  than  the  total 
annual  output  of  our  medical  schools.  We  must  work  together  in 
developing  a  reasonable  structure  governing  capital  growth,  in  fash- 
ioning incentives  for  efficiency  which  can  be  built  into  everyday  opera- 
tions, and  in  experimenting  with  various  forms  of  rendering  care. 

Blue  Cross  sees  the  need  to  broaden  its  benefits  to  encourage  patient 
mobility  among  alternate  services,  and  the  need  to  participate  actively 
in  areawide  programs  designed  to  enhance  the  provider  system  as  well 
as  the  individual  provider. 

We  are  prepared  to  participate  in  these  developments,  as  well  as  to 
help  improve  the  implementation  of  titles  18  and  19. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  McNerney,  for  your  discussion  of 
this  matter.  Without  objection  the  material  appended  to  your  state- 
ment will  be  made  a  part  of  the  record. 
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The  Claims  Process 

Following  is  a  general  description  of  the  administrative  steps  required,  under 
the  existing  program,  to  effectuate  the  delivery  of  benefits  and  to  record  the 
utilization  history  for  the  various  episodes  which  the  beneficiary  can  experience. 

HOSPITAL  OUT-PATIENT  SERVICES 

Services  can  be  initiated  either  at  the  request  of  a  physician,  or  as  the  result 
of  circumstances,  such  as  an  accident  case  requiring  ambulatory  care.  The 
patient  presents  himself  at  the  out-patient  department,  and  in  the  routine 
case,  is  able  to  identify  himself  properly  as  a  Medicare  beneficiary.  If  not,  spe- 
cial procedures  are  followed,  to  search  out  the  proper  Identification  number, 
through  the  District  Office,  Regional  Payment  Center,  or  in  the  various  reference 
files  at  the  SS A  central  office. 

The  claim  is  not  presented  to  the  Intermediary  until  the  service  has  been 
rendered,  and  therefore  demands  caution  in  obtaining  proper  identity.  The 
provider  must  make  the  following  judgments  in  order  to  bill  properly  for  the 
services : 

1.  If  the  ambulatory  care  were  initiated  exclusively  for  diagnostic  reasons,  the 
appropriate  charges  are  recorded  on  the  special  SSA  Out-Patient  form  in  the 
area  reserved  for  Part  A  charges.  Since  the  diagnostic  benefit  is  related  to  a 
20-day  study  period,  the  provider  should  wait  for  20  days,  or  if  it  bills  on  an 
interim  basis,  it  must  control  the  accounting  record  for  this  episode  to  be  certain 
that  the  $20  deductible  is  applied  only  once  in  a  20-day  period. 

2.  If  the  care  was  initiated  solely  for  therapeutic  reasons,  the  appropriate 
charges  are  recorded  on  the  billing  form  in  the  area  reserved  for  Part  B  charges, 
and  released  to  the  Intermediary. 

3.  If  the  case  primarily  involves  therapeutic  services,  but  in  the  course  of  treat- 
ment one  or  more  diagnostic  services  are  appropriate  (e.g.,  X-ray),  the  provider 
must  separate  the  charges  between  Part  A  and  Part  B. 

4.  If  any  of  the  services  described  in  1,  2  or  3  involves  the  personal  service  of 
a  hospital-based  physician,  a  further  split-out  of  these  charges  must  be  made 
and  recorded  on  the  form  to  reduce  the  gross  charges  to  net  hospital  charges 
for  Part  A,  Part  B,  or  both,  depending  on  the  circumstances. 

5.  Depending  on  the  billing  arrangement  between  the  provider  and  physician 
(assignment  or  direct),  the  provider  may  also  be  required  to  complete  a  special 
SSA  billing  form  for  the  physician's  charges  ;  where  applicable,  this  form  ac- 
companies the  hospital  form  to  the  Intermediary  and  is  then  sent  to  the  Part 
B  Carrier  for  adjudication  and  payment. 

6.  The  provider  must  also  make  a  judgment  as  to  the  amount  of  deductible 
and/or  coinsurance  to  collect  from  the  ambulatory  patient,  and  in  most  cases 
must  do  so  with  inadequate  information  as  to  the  status  of  the  Part  B  deductible, 
and  what  effect  the  $20  diagnostic  deductible  will  have  on  the  Part  B  deductible. 
In  our  experience  this  is  being  handled  in  a  variety  of  ways,  from  extension  of 
full  credit,  to  collection  of  maximum  deductibles  and  coinsurance,  with  frequent 
post-adjustments  and  refunds. 

The  intermediary  performs  a  bill  review  function  to  determine  the  appropriate- 
ness of  the  services  in  terms  of  program  benefits,  and  the  adequacy  of  the  data 
provided.    The  following  general  procedural  steps  are  then  performed : 

1.  A  wire  query  (or  queries)  is  transmitted  to  SSA  in  Baltimore  through  the 
BOA  communications  system,  to  solicit  the  status  of  the  Part  B  deductible, 
since  the  patient  liability  and  reimbursement  to  the  hospital  is  dependent  on 
the  current  status  of  the  deductible.  (Note:  If  the  period  of  service  involves 
the  4th  calendar  quarter,  and  any  other  calendar  quarter,  separate  queries  are 
required  because  of  the  "carry-over"  provision,  whereby  charges  in  the  4th 
quarter,  applicable  to  the  deductible  for  that  calendar  year,  are  also  applicable 
to  the  deductible  for  the  succeeding  calendar  year. ) 

2.  The  true  liability  of  the  patient  for  deductible  and  coinsurance  is  deter- 
mined, based  on  the  deductible  status  reported  in  the  SSA  query  answer,  the 
current  charges,  and  the  amount  (if  any)  collected  by  the  provider. 

3.  Separate  arithmetic  calculations  are  made  to  determine  the  program  li- 
ability under  Part  A,  Part  B,  or  both,  involving  the  application  of  the  usual  re- 
imbursement rate  (which  can  vary  by  provider),  the  deductible,  and  finally, 
application  of  the  Medicare  80%  reimbursement  rate. 
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4.  A  separate  calculation  is  also  made  to  determine  program  liability  for  the 
$20  deductible,  which  is  dependent  on  the  status  of  the  Part  B  $50  deductible. 

5.  The  Intermediary  must,  at  present,  record  a  maximum  of  22  entries  on  the 
form  to  display  the  results  of  the  prior  calculations.  (Note:  We  are  currently 
working  with  SSA  to  reduce  administratively  the  requirement  by  approximately 
50%.) 

6.  The  results  of  the  adjudication  are  reported  to  the  provider  (along  with 
other  out-patient  and  in-patient  cases)  and  interim  payments  made  according 
to  the  usual  schedule  in  effect. 

7.  The  receipt  and  processing  of  the  bills  must  be  recorded  for  compliation 
into  the  monthly  workload  report  supplied  to  SSA  by  the  intermediaries  and 
carriers. 

8.  An  "Explanation  of  Benefits"  form  is  prepared  for  mailing  to  the  benefi- 
ciary for  each  episode.  Separate  forms  are  required  for  Part  A  only,  Part  B 
only,  or  combined  Part  A  and  Part  B. 

9.  The  completed  bills  are  batched  for  transmittal  to  Baltimore  (separate 
batches  by  type ;  i.e.  Out-Patient  Part  A,  Part  B. ) 

10.  A  copy  of  the  bill,  and  the  bill  for  hospital-based  physician  services  are 
sent  to  the  Part  B  carrier. 

HOME  HEALTH  AGENCY  SERVICES 

Services  are  covered  under  Part  A  or  Part  B  (not  both  simultaneously  but 
may  be  coextensive)  depending  on  whether  they  are  post-hospital  (Part  A)  or 
non-post  hospital  (Part  B).  The  process  of  identification  of  the  patient  is  the 
same  for  all  episodes  of  care.  In  addition  to  the  physician  certification  of 
medical  necessity,  Home  Health  care  requires  the  delineation  of  a  plan  of  care 
by  the  physician.  In  the  case  of  post-hospital  care,  the  plan  must  be  initiated 
within  14  days  following  a  minimum  of  3  days  of  inpatient  hospital  care  (not 
counting  the  day  of  discharge) . 

The  provider  initiates  the  claim  by  supplying  a  form  of  notice  of  start  of  care 
to  the  Intermediary.  A  special  SSA  form  is  available  but  need  not  be  used  so 
long  as  the  prescribed  information  is  provided. 

The  Intermediary,  following  the  usual  review  for  appropriateness  and  com- 
pleteness, initiates  the  following  procedural  steps  : 

1.  A  wire  query  is  transmitted  to  SSA  in  Baltimore  via  the  BCA  communica- 
tions system,  to  solicit  the  patient's  eligibility  under  Part  A  and/or  Part  B,  and 
the  current  availability  of  benefits  ( A  and  B ) . 

2.  Based  on  the  eligibility  displayed  in  the  wire  response,  and  the  data  provided 
by  the  aagency  (prior  hospital  stay  e.g.),  a  determination  is  made  as  to  whether 
the  case  will  be  processed  as  Part  A  or  Part  B,  and  the  decision  relayed  to  the 
agency. 

The  agency  prepares  a  bill  for  services  at  intervals  established  by  mutual 
agreement.  Under  Part  A  there  is  no  deductible,  but  if  the  case  is  applicable 
to  Part  B,  the  agency  at  this  point  does  not  know  the  precise  status  of  the  $50 
deductible,  and  faces  the  same  collection  problem  as  does  the  hospital  in  out- 
patient cases. 

The  Intermediary  initiates  the  following  billing  procedures : 

1.  If  the  case  is  payable  wholly  under  Part  A,  the  bill  is  reviewed  for  appro- 
priate charges  and  completeness.  A  calculation  is  made  as  to  program  liability, 
notification  and  payment  prepared  for  release  to  the  agency,  receipt  and  proc- 
essing recorded  for  workload  reports,  and  bills  batched  and  released  to  SSA. 

2.  If  the  case  is  payable  wholly,  or  partially,  under  Part  B,  a  wire  query  is 
transmitted  to  SSA  in  Baltimore  to  determine  the  current  status  of  the  Part  B 
deductible. 

3.  Under  Part  B,  a  calculation  is  made  to  determine  the  patient  liability  and 
program  liability,  depending  on  the  Part  B  deductible  status.  This  is  followed 
by  notification  and  payment  to  the  agency,  recording  of  workload  data,  and 
batching  and  release  of  bills  to  SSA. 

HOSPITAL  AND  EXTENDED  CARE  FACILITIES  INPATIENT  SERVICES 

Hospital  (including  general,  psychiatric  and  tuberculosis)  and  ECF  cases  are 
handled  in  the  same  general  workflow,  with  the  exception  of  the  prior  hospital 
stay  (3  days)  and  transfer  (within  14  days)  requirements  applicable  to  ECF. 
In  addition,  special  rules,  applicable  to  ECF  certification,  must  be  recognized. 
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The  provider  services  are  covered  under  Part  A,  but,  as  in  the  case  of  out- 
patient services,  the  professional  component  must  be  recognized  and  handled 
separately.  The  process  of  identification  of  the  patient  is  consistent  with  other 
types  of  cases. 

The  provider  initiates  the  claim  by  supplying  a  notice  of  admission  to  the 
Intermediary.  A  special  SSA  form  is  available,  but  not  mandatory.  In  the  case 
of  EOF  services,  additional  information  as  to  prior  hospital  stay  is  required. 

The  Intermediary  reviews  the  notice  of  admission  data,  and  then  follows  the 
general  query  procedure  cited  above  to  determine  eligibility  and  remaining  bene- 
fits available.  In  the  case  of  ECF's,  in  addition  to  verifying  the  patient's  com- 
pliance with  the  prior  hospital  stay  and  transfer  requirements,  the  Intermediary 
must  also  make  a  judgment  as  to  the  facility's  acceptability  for  reimbursement 
as  of  the  transfer  date.  This  involves  a  rule  recently  established  by  SSA,  that 
a  facility  which  applied  for  certification  prior  to  December  17,  1966  and  is  certi- 
fied (effective)  prior  to  February  1,  1967,  "is  deemed  to  be  certified  as  of  July  1, 
1966"  for  purposes  of  applying  the  14  day  transfer  rule.  If  the  facility  does  not 
meet  these  requirements,  benefits  are  not  payable  even  if  the  patient  should 
then  transfer  to  a  certified  facility  which  met  the  requirements. 

The  provider,  following  receipt  of  approval  and  a  statement  as  to  remaining 
eligibility  and  deductible  status,  may  supply  a  bill  at  intervals  or  at  discharge 
or  exhaustion  of  benefits.  In  addition,  a  "bill"  with  minimal  data,  must  be 
supplied  at  point  of  discharge  where  the  patient  has  exhausted  benefits  while 
still  hospitalized.  In  the  case  of  an  ECF,  a  "bill"  is  required  every  60  days  after 
exhaustion  of  benefits,  even  though  the  patient  may  be  institutionalized  for  life. 
Also,  a  separate  bill  is  prepared  for  the  professional  charge  component  as  de- 
scribed in  the  outpatient  processing. 

The  Intermediary,  having  verified  the  eligibility  and  remaining  benefits,  per- 
forms a  bill  review  as  to  appropriateness  and  completeness,  calculates  the  interim 
reimbursement,  and  completes  the  processing  by  notifying  and  paying  the  pro- 
vider, recording  the  statistics  for  workload  reports,  and  batching  and  trans- 
mitting the  paid  bills  to  Baltimore. 

The  Chairman.  On  pages  10  and  11  of  your  statement  you  make 
certain  recommendations  with  respect  to  the  part  B  deductible.  Have 
you  endeavored  to  ascertain  what  the  costs  of  these  recommendations 
might  be? 

Mr.  McNerney.  We  haven't  got  a  clear  focus  on  that,  Mr.  Chair- 
man. A  ball  park  figure  would  be  that  it  might  cost  an  extra  dollar 
for  both  the  part  B  voluntary  participant  and  the  Government,  a  dol- 
lar each,  raising  the  cost  from  $6  to  $8  in  total,  and  it  might  require  a 
change  in  the  co-pay  percentage  from  the  present  80-20  to  perhaps 
something  like  75-25  or  70-30.  It  is  somewhere  in  that  area  on  the 
basis  of  what  limited  information  we  have  been  able  to  accumulate 
so  far. 

I  think,  if  I  may  add,  that  these  are  not  excessive  amounts  in  terms 
of  the  appalling  amount  of  confusion  that  exists  around  the  present 
system. 

The  Chairman.  In  1965  I  believe  you  had  an  estimate  when  you 
testified  as  to  hospital  utilization  under  medicare  which  was  about 
40  percent  higher  than  the  administration's  estimate. 

Am  I  correct  according  to  your  recollection  of  it  ? 

Mr.  McNerney.  We  went  through  several  estimates  and  counter- 
estimates  as  that  bill  was  emerging  and  I  think  when  we  got  down 
to  the  wire,  Mr.  Chairman,  we  were  apart  by  something  closer  to 
13  percent  than  we  were  40  percent. 

The  Chairman.  You  mean  with  the  administration? 

Mr.  McNerney.  Yes,  and  this  difference  was  one  that  was  certainly 
understandable  in  terms  of  the  size  and  complexity  of  the  program, 
but  it  came  down  to  that  extent. 
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The  Chairman.  You  are  talking  about  hospital  utilization? 
Mr.  NcNerney.  Yes. 

The  Chairman.  Was  that  with  respect  to  per  diem  costs,  that 
figure,  13  percent  ? 
Mr.  McNerney.  The  per  diem  difference. 

The  Chairman.  Let  me  get  my  own  recollection  straightened  out 
here.  I  thought  that  when  we  got  to  the  question  of  the  estimate  of 
hospital  utilization  under  medicare  you  had  an  estimate  that  was 
about  40  percent  higher  than  the  administration's  estimate  and  about 
20  percent  higher  than  the  estimate  that  was  adopted  by  the  committee. 

In  other  words,  we  went  about  half  way  between  you  and  the 
administration  in  that  respect.  I  am  not  talking  about  the  per  diem, 
but  the  overall  hospital  utilization. 

How  near  are  the  present  facts  to  your  estimate,  our  estimate,  or 
the  administration's  estimate,  do  you  know? 

Mr.  NcNerney.  I  am  not  as  well  informed  as  I  would  like  to  be 
on  this.  I  would  say  that  what  we  were  talking  about  at  the  time 
was  total  costs. 

The  Chairman.  That  is  right,  hospital  utilization. 

Mr.  McNerney.  Right.  It  is  a  product  of  admissions,  stay  and 
per  diem,  all. 

The  Chairman.  That  is  right,  not  just  the  per  diem. 

Mr.  NcNerney.  I  would  repeat  that  I  think  the  difference  came 
down  to  a  matter  of  13  percent  which  you  are  getting  at  in  your 
remarks. 

The  experience  to  date  I  think  has  shown  a  slightly  larger  use  than 
perhaps  was  estimated  by  the  administration,  but  again  we  are  a  little 
bit  naked  in  that  we  don't  have  -access  to  all  the  figures  that  would 
enable  me  to  say  whether  it  is  closer  to  one  or  the  other. 

However,  it  may  be  in  between. 

The  Chairman.  You  don't  know  whether  it  is  greater  than  the  per- 
centage increase  that  we  provided  in  establishing  the  cost  ? 
Mr.  McNerney.  I  don't. 

(The  following  information  was  received  by  the  committee:) 

Comments  on  Utilization  of  Benefits  Under  Medicare  by  Blue  Cross  Associa- 
tion, Chicago,  III. 

On  March  6,  1967,  chairman  Mills  requested  that  Walter  J.  McNerney,  presi- 
dent, Blue  Cross  Association,  discuss  our  estimates  of  utilization  of  hospital 
care  by  the  aged  made  prior  to  the  start  of  Medicare  in  terms  of  our  experience 
under  the  program  to  date.  He  referred  to  a  "40  per  cent  difference"  between 
certain  of  our  estimates  and  those  of  the  Social  Security  Administration. 

Since  the  hearing,  we  have  had  an  opportunity  to  review  our  earlier  com- 
ments and  try  to  relate  those  to  the  rather  limited  information  that  is  avail- 
able so  far  regarding  the  actual  program.  The  following  comments  are 
submitted. 

The  40  per  cent  difference  referred  to  appears  to  reflect  our  estimates  that 
aged  persons  would  use  approximately  3.45  days  per  person  per  year  of  in- 
patient care,  at  the  start  of  the  program,  as  contrasted  with  lower  estimates  sub- 
mitted by  SSA.  Our  estimate  of  3.45  days  is  included  on  page  193  of  the  rec- 
ord of  Executive  Hearings  before  the  Committee  between  January  27  and 
February  16,  1965.  Elsewhere  in  that  volume,  including  on  page  348,  the  SSA 
estimate  for  1967  is  stated  as  2.37  days. 

Actually,  it  is  too  early  in  the  experience  of  Medicare  to  have  access  to  many  of 
the  data  that  can  give  quite  definitive  measures  of  experience.  Therefore,  any 
current  evaluation  is  subject  to  certain  assumptions  just  as  were  the  original 
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estimates.  For  example,  data  available  to  the  Blue  Cross  Association  at  this 
time  are  almost  exclusively  the  figures  that  have  resulted  in  our  own  admin- 
istration of  a  portion  of  the  Part  A  program.  To  evaluate  our  data,  therefore, 
we  have  to  make  an  assumption.  We  assume  that  Blue  Cross  is  providing  for 
payment  of  hospital  care  to  17.5  million  persons  under  Medicare,  or  92  per 
cent  of  the  covered  Part  A  population  (based  on  the  SSA  report  that  Blue 
Cross  serves  92  per  cent  of  the  hospitals  participating  in  Medicare. ) 

After  reviewing  all  the  information  available  to  us,  we  do  not  find  any  rea- 
son that  would  lead  us  to  wish  to  revise  our  1965  estimates  downward  at  this 
time.  If  anything,  our  1965  estimates  may  be  too  low.  The  actual  experience 
of  claims  incurred  during  the  first  six  months  of  the  program  and  reported 
through  January  1967  suggests  that  the  first  year  usage  of  in-patient  hospital 
care  will  be  in  the  range  of  3.9  days  per  person  per  year. 

Since  final  settlement  under  the  SSA  formula  has  not  been  made  with  a 
single  provider  in  the  United  States,  because  of  delays  in  providing  to  us  the 
necessary  instructions  and  data,  it  is  impossible  even  to  make  reasonable  esti- 
mates on  the  final  cost  of  care  under  the  actual  program  at  this  time.  Our  only 
data  relate  to  what  has  been  paid  to  hospitals  under  the  interim  rates  nego- 
tiated between  Blue  Cross  and  the  provider.  Although  these  negotiations  were 
based  on  sophisticated  knowledge  of  actual  cost,  there  have  been  enough  factors 
introduced  into  the  final  SSA  formula  to  make  us  hesitate  to  do  more  than 
warn  against  seeking  to  conclude  what  the  financial  experience  may  really 
be. 

Again,  however,  we  have  seen  nothing  which  would  lead  us  to  wish  to  re- 
vise downward  our  estimate  of  eventual  total  cost  of  the  program  during 
FY  1967.  In  the  same  record  to  which  reference  was  made  earlier,  we  pro- 
jected in  1965  an  estimated  monthly  "rate"  of  $11.16  for  in-patient  care,  $0.10 
for  out-patient  diagnostic  care,  and  $0.05  for  home  health  services,  for  a  total 
of  $11.31  for  these  three  items.  Using  the  same  assumptions  as  above,  and 
without  any  adjustments  to  allow  for  potential  increases  in  cost  that  have 
not  already  been  reflected  in  changes  of  the  interim  allowances,  our  exper- 
ience for  the  first  six  months  shows  a  monthly  cost  per  participant  in  the  pro- 
gram (for  these  three  elements  of  care)  of  $11.62.  The  distribution  between 
the  three  elements  of  care  is  approximately  $11.56  for  in-patient  care,  $0.02  for 
out-patient  care  and  $0.04  for  home  health  services.  (Incidentally,  the  insig- 
nificant cost  for  out-patient  diagnostic  services  demonstrates  clearly  the  extent 
to  which  this  benefit  has  failed  to  meet  the  need  of  participants,  as  I  commented 
during  my  present  testimony ) . 

It  should  be  emphasized  again  that  the  validity  of  our  assumption  on  exposure, 
92  per  cent  of  the  total  persons  covered,  is  fundamental  in  evaluating  the  cur- 
rent data  available.  Of  course,  if  Blue  Cross  serves  fewer  than  92  per  cent 
of  the  total  the  dollar  averages  will  be  greater  than  shown.  But,  without  a 
clear  evaluation  of  the  validity  of  this  exposure,  which  can  be  made  only  by  SSA 
at  this  time,  our  comments  can  be  only  indicative. 

Of  course,  application  of  probable  increasing  trend  factors,  both  in  use  of  care 
and  in  costs  of  care,  which  we  anticipate  but  have  not  reflected  at  all  in 
the  above  data,  can  only  result  in  increasing  the  cost  level  further.  It  is 
difficult  to  make  projections  without  data  as  to  the  actual  program,  and  it  is 
too  soon  to  have  adequate  data  available  to  us  or  to  SSA  on  many  important 
points. 

Nothing  in  our  experience  to  summarize,  suggests  that  the  program  is  cur- 
rently overfinanced.  The  data  over  the  months  ahead  will  have  to  be  watched 
carefully,  in  fact,  to  evaluate  the  possibility  of  under-financing  currently. 

The  Chairman.  What  effect  will  the  current  campaign  for  higher 
wages  for  nurses  and  other  hospital  personnel  have  on  hospital  costs 
in  your  opinion  ? 

Mr.  McNerney.  To  date  a  fair  amount  of  this  has  been  absorbed. 
We  will  all  note  that  the  increase  of  1966  over  1965  in  hospital  cost  is 
about  12  percent  as  opposed  to  the  average  of  a  7 -percent  increase  per 
year  which  has  been  going  on  for  the  past  10  years.  In  that  12  per- 
cent some  of  the  sharp  impact  of  increased  salaries  and  wages  for 
nurses  and  others  has  been  already  absorbed. 


496 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


I  would  anticipate  that  the  increase  of  1967  over  1966  might  be 
aberrant  also,  perhaps  somewhere  between  10,  12,  or  13  percent,  but 
I  would  foresee  beyond  1967  a  move  back  toward  the  more  normal 
growth  of  say  7  or  8  percent.  The  move  back  will  be  augmented  by 
the  fact  that  you  are  building  on  a  larger  base  too,  as  you  know. 

The  Chairman.  That  would  be  for  1968  compared  to  1967? 

Mr.  McNerney.  Eight.  It  is  hazardous  to  predict  today,  but  if  you 
would  pin  me  down  I  would  say  that. 

The  Chairman.  Do  you  anticipate  such  an  increase  over  the  pre- 
ceeding  year  for  several  years  into  the  future  ? 

Mr.  McNerney.  Well,  let's  put  it  this  way. 

The  Chairman.  For  the  next  5  years,  say. 

Mr.  McNerney.  Yes.  We  cannot  continue  on  forever  because  if 
hospital  costs  go  up  at  7  percent  and  wages  and  earnings  go  up  at 
3-plus  percent,  in  some  number  of  years,  I  haven't  yet  calculated,  100 
percent  of  the  national  product  would  be  consumed  paying  hospitals. 
Presumably  this  can't  happen,  so  when  you  get  near  that  5-year  period 
of  which  you  speak,  Mr.  Mills,  steps  will  have  to  be  taken,  even  if  they 
are  artificial  steps,  to  bring  these  curves  closer  together.  I  would  hope 
we  could  find  the  answer  within  our  present  structure. 

The  Chairman.  My  concern,  and  my  reason  for  asking  this  ques- 
tion, is  prompted  by  the  fact  that  I  always  want  to  be  certain  that  we 
are  taking  in  year  by  year  sufficient  money  to  pay  these  anticipated 
costs.  If  we  see  anything  in  the  picture  today  that  indicates  that  the 
tax  may  not  be  enough  as  of  now  for  the  next  4  or  5  years,  I  would 
want  us  to  make  such  adjustments  as  are  required  to  see  that  the  tax 
is  sufficient  to  pay  these  costs. 

Do  you  see  anything  in  the  operation  so  far  to  give  any  indication  ? 

Mr.  McNerney.  I  honestly  am  not  qualified  to  give  a  firm  actuarial 
comment  on  the  adequacy  of  the  funds.  I  do  make  this  general  state- 
ment, and  that  is  I  don't  think  the  public  is  going  to  permit  a  differ- 
ence of  7  to  8  percent  and  3  percent  for  a  protracted  period  of  time 
because  of  the  inevitable  result  I  just  mentioned.  I  would  foresee  that 
planning  of  capital  structure,  and  more  intensive  utilization  review, 
and  an  effort  to  pull  together,  pull  together  the  doctor,  and  the  hospital 
and  the  allied  facilities,  into  closer  working  relationships  will  depress 
that  rise  and,  however,  it  happens,  will  bring  the  two  curves  closer 
together. 

All  this  says  to  you,  sir,  I  realize,  is  that  the  current  rise  has  a  limit 
and  therefore  any  long-range  program  will  ultimately  have  to  face  a 
3-,  4-,  or  5-percent  rise,  not  a  6-,  7-,  8-percent  rise. 

The  Chairman.  You  are  aware  of  course,  as  I  am,  that  the  rise  in 

1966  was  about  3  percent  more  than  we  initially  anticipated  for  the 
year  1966. 

Mr.  McNerney.  Yes. 

The  Chairman.  Now  you  estimate  that  the  rise  will  be  10,  11,  12 
or  13  percent  in  1967  over  1966,  which  again  presents  a  higher  rise  for 

1967  over  1966  than  we  initially  thought  would  be  the  case.  Of  course, 
this  not  only  affects  the  medical  care  program,  but  it  also  affects  your 
Blue  Cross  premiums  I  assume. 

Mr.  McNerney.  Yes,  it  does. 
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The  Chairman.  What  has  been  the  situation  there?  Have  they 
had  to  increase  your  premiums  as  a  result  of  the  experience  in  1966 
over  1965? 

Mr.  McNerney.  Premiums  are  a  function  of  costs  and  use  rates. 
Actually  we  have  experienced  in  Blue  Cross,  separated  from  the  aged 
complementary  contracts — I  am  talking  now  of  those  contracts  for 
citizens  less  than  65 — a  lesser  admission  rate  and  a  reduction  in  the 
length  of  stay,  the  sum  total  of  which  is  lower  utilization  of  patient 
days  per  thousand  of  some  13.4-percent.  Specifically,  I  am  talking 
about  the  third  quarter  of  1966  as  opposed  to  the  third  quarter  of  1965. 
A  look  at  the  full  year  may  change  that.  However,  we  will  have  to  in- 
corporate in  our  rates  the  cost  factors  in  the  long  run  that  we  have  dis- 
cussed, and  it  has  been  cushioned  by  this  use  reduction,  perhaps 
temporarily. 

The  Chairman.  Then  we  should  go  into  the  matter  of  whether  or 
not  these  developments  require  any  change  in  our  own  methods. 

Mr.  McNerney.  I  would  urge  that,  but  I  would  hesitate  to  be  an 
expert  in  the  area. 

The  Chairman.  I  am  very  much  interested  in  the  statement  you 
made  on  page  13  with  respect  to  the  coverage  within  the  program  of 
disability  beneficiaries  and  the  differences  that  you  point  out  between 
the  situation  involving  the  disabled  and  the  aged  and  even  within  the 
area  of  the  disabled. 

Does  your  study  show  that  costs  of  covering  the  disabled  individual 
are  higher  than  they  are  on  the  average  with  respect  to  people  over 
65? 

Mr.  McNerney.  Over  65  did  you  say  ? 
The  Chairman.  Yes,  sir. 

Mr.  McNerney.  I  don't  know  the  answer  to  that.  First  of  all,  one 
of  the  reasons  that  the  disabled  are  a  problem  is  that  most  of  us  in 
the  private  sector  haven't  got  many  of  them  covered  so  our  experience 
is  not  too  credible  and  I  can't  really  comment  on  that  although  I  think 
from  what  little  I  know,  having  read  the  Social  Security  Adminis- 
tration's report  on  this,  that  this  would  vary  between  the  younger  and 
older  disabled  with  the  experience  of  the  older  disabled  under  65  more 
closely  paralleling  that  of  the  aged  citizens  and  the  long  term  costs  for 
the  younger  people  perhaps  higher,  but  that  is  an  impression  only. 

The  Chairman.  Is  there  any  source  that  we  might  go  to  to  try  to  find 
out  the  answer  to  the  question  I  propounded  to  you  ? 

Mr.  McNerney.  There  is  a  footnote  on  the  bottom  of  page  13,  sir, 
that  I  think  will  lead  you  at  least  into  the  area,  yes. 

The  Chairman.  Is  this  the  research  report  No.  6  that  you  are 
referring  to  ? 

Mr.  McNerney.  Yes. 

The  Chairman.  Just  a  question  or  so  more. 

Would  it  be  possible  for  you  to  be  back  at  2  o'clock  so  that  other 
members  of  the  committee  may  interrogate  you  ? 
Mr.  McNerney.  Yes,  it  would. 

The  Chairman.  I  am  interested  in  your  suggestion  at  the  bottom 
of  page  12,  this  sec.  164.  What  you  are  talking  about  there  is  the 
section  that  deals  with  section  1812(c)  that  relates  to  those  65  years  of 
age  or  older  who  are  in  some  type  of  a  State  institution  ? 
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Mr.  McNerney.  Yes,  sir. 

The  Chairman.  You  suggest  that  we  eliminate  that  whole  thing. 
Wouldn't  the  Government  just  be  picking  up  the  first  90  days  of  care 
after  these  people  in  these  institutions  reach  the  age  of  65? 

Mr.  McNerney.  Yes,  sir. 

The  Chairman.  Why  should  we  do  that  ?  I  am  not  arguing  with 
you.    I  just  want  to  know  your  thinking  as  to  why  we  should. 

Mr.  McNerney.  I  think  having  gone  as  far  as  you  have  in  this 
particular  part  4,  title  I,  that  you  might  as  well  go  all  the  way.  I 
don't  think  there  would  be  a  major  cost  involved  and  you  are  left 
with  the  inevitable  discriminations  among  people  who  are  in  very 
similar  situations. 

The  Chairman.  Also  remember  now  if  we  take  in  the  disabled  as 
well  as  those  over  65  we  would  be  picking  up  the  disabled  within  the 
institutions,  would  we  not,  as  well  as  those  over  65  ? 

Mr.  McNerney.  May  I  consult  for  just  one  moment  here? 

The  Chairman.  I  would  like  to  know.  Yes,  if  you  have  somebody 
that  can  help  you  with  the  answer. 

Mr.  McNerney.  It  wouldn't  cover  custodial  care,  which  most  of 
them  are. 

The  Chairman.  No,  it  wouldn't  cover  that. 

Mr.  McNerney.  But  you  are  right ;  it  would  cover  the  other. 

The  Chairman.  I  just  wanted  to  know  why  we  needed  to  go  further. 

Mr.  McNerney.  It  is  primarily  an  administrative  simplicity  that 
would  cut  down  on  some  difficult  decisions  and  it  seems  to  me  if  cus- 
todial care  isn't  involved  it  would  avoid  a  very  difficult  type  decision. 

The  Chairman.  What  procedures  have  you  and  other  intermediaries 
set  up  to  reach  agreement  with  hospitals  on  what  the  hospital  charge 
should  be  and  what  the  hospital  should  be  paid  ?  Do  you  have  any 
procedures  that  you  have  established  to  work  out  those  problems? 
The  hospital  thinks  your  decision  is  wrong.  You  think  the  hospital's 
charge  is  excessive. 

What  is  the  procedure  to  reach  an  agreement  ? 

Mr.  McNerney.  If  we  think,  upon  examination,  that  something  has 
been,  let's  say  first  of  all,  improperly  included  in  costs  we  would  bring 
that  to  the  attention  of  the  hospital  and  if  there  were  disagreement  on 
this,  and  I  would  say  right  off  the  bat  that  99-plus  percent  of  these 
would  be  solvable  on  the  basis  of  a  conversation — there  would  be  very 
little  problem  in  this  regard,  but  if  there  were,  this  would  then  be 
resolved  by  the  intermediary  through  the  audit  process  in  accordance 
with  the  regulations  and  definitions  issued  by  the  Secretary  through 
his  hierarchy. 

In  terms  of  the  proper  use  of  the  hospital,  that  is  to  say,  not  a  fact  of 
whether  this  is  a  benefit  or  not,  but  whether  this  is  judicious,  effective 
use,  as  things  stand  now  if  the  physician  testifies  to  the  fact  that  this 
care  is  needed  there  is  very  little  we  can  do.  We  can  comment.  We 
can  offer  our  opinion,  but  we  have  no  final  say  in  that  situation. 

The  Chairman.  Mr.  McNerney,  we  probably  should  adjourn  until 
2  o'clock  if  you  will  be  back  with  us  then. 

Mr.  McNerney.  Thank  you.    I  will  be  back. 

(Whereupon,  at  12 :21  p.m.,  the  committee  adjourned  to  reconvene  at 
2  p.m.,  the  same  day.) 
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AFTER  RECESS 

(The  committee  reconvened  at  2  p.m.,  Hon.  Wilbur  D.  Mills,  chair- 
man of  the  committee,  presiding.) 

The  Chairman.  The  committee  will  please  be  in  order. 

Mr.  McNerney,  on  page  12  again  in  your  prepared  statement  with 
respect  to  section  131,  part  3,  "Certification,"  I  notice  that  you  state, 
"We  hope  that  recertification  would  not  be  required  by  regulation  prior 
to  the  20th  day." 

Why  do  you  recommend  that  recertification  not  be  required  before 
the  20th  day? 

STATEMENT  OF  WALTER  J.  McNERNEY,  PRESIDENT,  BLUE  CROSS 
ASSOCIATION— Resumed 

Mr.  McNerney.  Well,  the  average  length  of  stay  for  the  aged,  as 
you  know,  is  approximately  twice  that  for  the  general  population  and 
it  seems  to  me  that  if  you  have  to  choose  a  period  where  a  case  is  likely 
to  become  excessive  in  terms  of  stay,  you  move  beyond  the  average  stay 
some  point  and  to  me  that  comes  about  the  20th  or  21st  day. 

For  example,  the  average  stay  for  all  age  groups  would  be  about  7 
or  8  days  and  you  find  a  lot  of  recertification  in  our  programs  about 
the  14th  day. 

Similarly,  if  this  length  of  stay  is  on  the  average  of  the  aged  about 
14, 15  days,  it  seems  to  me  this  (20th  day)  is  a  suitable  checkpoint. 

It  is  an  administrative  task  to  do  this  well  and  I  think  it  becomes, 
therefore,  important  to  choose  the  most  judicious  point  to  undertake  it. 

Then  I  would  check  again  at  some  subsequent  point  beyond  that. 

The  Chairman.  Does  this  relate  to  the  individual  user  of  the 
hospital  ?  Is  that  what  you  are  trying  to  get  to  ? 

Mr.  McNerney.  Yes. 

The  Chairman.  I  see. 

What  difficulty  is  experienced  under  the  present  regulation  ? 

Mr.  McNerney.  Well,  the  prime  difficulty  has  been  with  the  initial 
certification.  The  physicians  have  taken  the  point  of  view  that  they 
would  not  admit  a  patient  to  a  hospital  unless  it  were  needed  and 
therefore  to  sign  a  special  statement  to  that  effect  was  gratuitous. 

The  Chairman.  I  can  understand  that  point  of  view. 

Now  what  problem  do  the  hospitals  have  concerning  it  ? 

Mr.  McNerney.  Well,  the  problem  from  the  hospital  point  of  view 
is  getting  the  doctor  to  do  it.  If  he  does  not  do  it,  it  makes  it  difficult 
to  get  paid.  On  the  outpatient  it  was  even  worse,  the  practice  is  for 
the  doctor  often  to  telephone  in  the  admission  and  then  the  patient 
was  taken  care  of. 

The  Chairman.  On  this  original  certification,  is  there  any  difficulty 
at  present  being  experienced  by  the  hospitals  with  respect  to  other 
aspects  of  the  certification,  recertification,  or  anything  of  that  sort? 

Mr.  McNerney.  On  the  certification  or  recertification,  I  would  say 
it  was  primarily  the  initial. 

The  Chairman.  The  initial  ? 

Mr.  McNerney.  Right. 

The  Chairman.  That  is  what  I  wanted  to  find  out. 
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How  much  cost  readjustment  have  jou  had  to  make  to  bring  pay- 
ments on  estimated  costs  up  to  actual  costs?  I  am  talking  about  our 
program,  not  other  programs  that  you  may  operate,  but  this  program? 

Mr.  McXerney.  You  mean  what  is  the  difference  between  our 
interim  payment  and  our  final  payment  ? 

The  Chairman.  Yes. 

Mr.  McXerney.  I  don't  know  yet  because  the  charge  information 
has  not  been  available. 

The  Chairman.  Pardon  me.  This  is  what  I  am  getting  at.  Do  you 
make  the  payment  on  the  basis  of  the  estimated  cost  ? 

Mr.  McXerney.  Yes. 

The  Chairman.  And  then  you  make  a  readjustment  to  cover  the 
actual  cost  ? 

Mr.  McXerney.  Yes. 

The  Chairman.  Have  you  had  experience  now  with  respect  to  that  ? 

Mr.  McXerney.  Xo.  The  charge  data  have  not  been  available  to 
make  that  final  determination  under  KCC. 

The  Chairman.  I  hoped  you  had  some  experience  with  this,  because 
I  wanted  to  ask  you  how  many  readjustments  are  due  to  changes  in 
the  elements  of  reasonable  cost  in  the  reimbursement  formula  but  you 
don't  know. 

Mr.  McXerney.  I  don't  know,  although  there  is  an  estimate  that 
the  difference  between  what  RCC  will  produce  and  what  an  average 
per  diem  reimbursement  would  have  is  something  in  the  order  of  8  per- 
cent but  that  is  only  speculative. 

The  Chairman.  I  see.  You  are  aware  of  the  so-called  Gorham 
report? 

Mr.  McXerney.  Yes. 

The  Chairman.  That  criticizes  the  hospital  insurance  reimburse- 
ment guidelines  in  one  part  with  which  you  are  familiar.  It  has  not 
provided  hospitals  an  incentive  to  be  efficient. 

In  your  opinion,  is  this  a  fair  criticism  or  not  \ 

Mr.  McXerney.  I  think  that  that  is  a  difficult  question.  Let  me  an- 
swer it  this  way :  I  think  we  have  got  to  find  some  way  of  getting  more 
incentive  for  efficiency  into  the  hospital.  My  own  view  is  that  the 
reimbursement  formula  does  not  hold  much  hope  itself  for  that  and 
you  are  going  to  better  find  that  through  utilization  review,  areawide 
planning  and  standards  for  institutional  participation. 

The  Chairman.  He  makes  two  suggestions.  Let  me  refresh  your 
recollection. 

One  of  them  has  to  do  with  cost-plus-incentive-fee  approach  in 
which  the  institution's  demonstrated  efficiency  would  determine  the 
amount  of  allowable  growth'  factor. 

The  second  one  is  a  fixed-price  approach  in  which  the  institution 
prices  its  services  in  advance  on  gains  or  losses  depending  on  its 
ability  to  control  cost. 

In  either  case,  retail  standards  of  service  would  have  to  be  specified. 

Mr.  McXerney.  That  is  precisely  what  I  was  talking  about  and  that 
last  statement  you  made  is  a  difficult  one. 

For  example,  you  can  take  a  group  of  hospitals,  say  between  50 
and  100  beds,  none  with  teaching  program,  all  rural,  so  that  they  were 
homogeneous.    Figure  out  what  their  costs  were,  array  in  a  normal 
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distribution  curve,  select  some  level  on  that  curve  and  say  we  will  offer 
you  that. 

Those  who  were  below  it  could  keep  the  difference,  those  above  it 
would  have  to  come  down  ultimately.  The  real  problem  is,  what  is  to 
prevent  the  administrator  from  artificially  depressing  his  costs  so  that 
he  ends  up  with  a  different  product  that  is  a  lesser  quality  of  care,  and 
that  is  where  the  economists,  who  explored  this,  run  aground. 

It  is  extremely  difficult  through  specification  to  hold  the  product 
constant.  The  real  danger  is  that  if  you  put  a  set  offering  price  out 
in  an  effort  to  make  an  overage,  the  hospital  will  give  less  than  optimal 
care. 

Now,  no  matter  how  you  slice  this  thing  you  are  in  trouble,  so  my 
view  is  that  you  come  back  ultimately  to  putting  your  strength  on 
capital  structure  formation  and  utilization  review  where  the  qualita- 
tive aspect  is  adequately  protected,  but  that  is  a  personal  point  of 
view. 

The  Chairman.  Well,  let  me  ask,  Mr.  McNerney,  have  we  had 
enough  experience  actually  to  know  whether  we  should  be  concerned 
about  adequate  incentive  to  be  efficient  in  this  connection? 

Mr.  McNerney.  I  think  you  should  be  concerned  right  now  and 
two  of  the  things  I  said  I  would  simply  underscore.  One,  funded 
depreciation  is  a  very  complicated  subject.  I  would  hope  that  you 
would  join  with  other  elements  of  the  government  in  designing  a  bill 
that  would  be  suitable  for  all  age  groups  and  adapted  by  all  States 
rather  than  coming  in  through  this  one  facet. 

As  far  as  the  other  is  concerned,  utilization  review,  I  would  hope 
that  you  would  encourage  HEW  to  give  the  private  carriers  and  in- 
termediaries as  much  encouragement  as  possible  to  explore  this  area 
and  implement  thorough  programs  of  evaluation,  helping  the  hos- 
pitals set  these  review  mechanisms  up,  providing  data  for  their  opera- 
tion, and  in  every  sense  watching  the  care  that  takes  place. 

SSA  has  done  a  lot  in  this  direction,  I  hope  together  we  can  do 
more.  As  things  stand  now,  if  a  physician  says  that  that  care  is 
needed,  in  the  last  analysis  the  intermediary  or  the  carrier  has  no 
authority  to  change  the  situation.    That  might  deserve  a  look. 

The  Chairman.  As  you  say,  you  have  developed  programs  that  you 
sell  to  individuals  who  have  the  medicare  program  to  supplement  it. 

Does  this  Blue  Cross  protection  provide  for  payment  of  deduct- 
ibles or  not  ? 

Mr.  McNerney.  Yes. 

The  Chairman.  It  does.  Give  me  again  the  figure  or  the  number  of 
people  who  are  covered  under  the  medicare  program  that  you  cover  for 
deductibles  through  additional  insurance. 

Mr.  McNerney.  We  had  5.6  million  before  the  program  began.  We 
have  about  4.8  million  on  complementary  coverage  now  which  is  some 
87  percent  of  the  pre-Medicare  figures/ 

Most  of  these  have  coverage  to  fill  the  deductibles  on  the  institu- 
tional benefits.  I  don't  know  the  precise  percentage  but  I  can  send 
you  that  in  a  separate  statement.  A  vast  majority. 

The  Chairman.  Mr.  Byrnes. 

Mr.  Byrnes.  I  want  to  express  to  you,  Mr.  McNerney,  our  apprecia- 
tion for  your  testimony.  The  information,  I  think,  is  very  valuable 
to  us. 
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I  inquired  of  the  previous  witness,  Mr.  Pettengill,  about  what  they 
have  been  able  to  do  in  meeting  the  problem  of  the  time  gap  between 
claims  and  payments. 

What  is  the  situation  in  those  areas  that  you  are  administering  con- 
cerning the  gap  between  filing  the  claim  and  the  actual  disbursement  ? 

Mr.  McNerney.  Well,  our  current  experience  is  I  should  judge  on 
inpatient  something  like  a  turnaround  time  of  10  days  and  for  out- 
patient maybe  14  to  16  days,  something  of  that  sort. 

Mr.  Byrnes.  You  are  down  to  a  2-week  period  now  ? 

Mr.  McNerney.  Yes. 

Mr.  Byrnes.  You  heard  Mr.  Pettengill  ? 

Mr.  McNerney.  Yes. 

Mr.  Byrnes.  So  you  are  on  the  same  schedule  then,  concerning  time 
of  payment  ? 

Mr.  McNerney.  Yes. 

Mr.  Byrnes.  That  is  a  shorter  time  than  you  were  experiencing  a 
few  months  ago,  isn't  it  ? 

Mr.  McNerney.  The  part  A  benefits,  institutional,  they  have  never 
been  in  bad  shape  really.  The  problem  has  been  largely  under  the 
part  B  benefits  and  we  have  relatively  less  traffic  in  that  area. 

Mr.  Byrnes.  I  have  heard  complaints  and  I  have  read  in  the  paper 
about  hospitals  being  in  financial  trouble  due  to  payment  lags.  Is  it 
your  view  that  this  is  an  exceptional  hospital  ? 

Mr.  McNerney.  It  does  by  individual  hospital,  Mr.  Byrnes.  Let 
me  tell  you  what  I  think  the  problem  is.  That  is  to  say,  some  have  a 
larger  problem  than  others  but,  in  our  view,  the  problem  of  slow  pay- 
ment that  the  hospital  complains  about  is  due  partly  to  payment  under 
title  XIX,  as  well  as  to  XVIII,  despite  the  fact  that  there  is  a  current 
financing  provision  and  an  emergency  provision  worked  out  by  SSA 
to  solve  this  problem  under  XVIII. 

Many  hospitals  are  very  slow  in  preparing  the  bills.  Beyond  a  cer- 
tain point  an  emergency  payment  does  not  solve  the  whole  problem. 

There  was  time  early  in  the  game  when  the  intermediaries  got  such 
a  surge  of  volume  that  they  were  part  of  the  problem.  I  don't  think 
that  is  the  case  any  longer. 

The  amount  of  paperwork,  the  amount  of  excessive  detail  that  it 
takes  to  prepare  a  bill  has  overwhelmed  hospitals,  they  have  not 
prepared  the  claim. 

Finally,  we  come  to  the  fact  that  under  the  uncovered  services,  the 
deductible  for  example.  Not  knowing  what  it  is  hospitals  have  not 
even  rendered  a  bill  for  the  patient,  particularly  an  outpatient. 

This  has  resulted  in  a  loss  of  income  so  in  fact  their  working  capital 
has  been  jeopardized. 

Mr.  Byrnes.  Do  you  know  anything  about  the  delay  they  are  ex- 
periencing in  presenting  their  claims  ? 

Mr.  McNerney.  Well,  we  do  have  some  figures  reflecting  a  study 
done  in  December  which  I  would  like  to  submit  to  you  on  the  subject 
of  the  timelag  between  date  of  discharge  and  when  the  claim  was  given 
the  intermediary. 

Mr.  Byrnes.  That  is  what  I  have  in  mind. 

Mr.  McNerney.  For  inpatient  care  it  was  something  like  2  weeks 
and  for  outpatient,  twice  that,  Now  that  is  a  lot  of  working  capital 
tied  up,  as  you  know. 
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Mr.  Byrnes.  You  have  a  lapse  of  a  month,  then,  between  the  time 
the  person  was  discharged  and  the  time  that  they  finally  get  a  check 
back. 

Mr.  McNerney.  On  inpatient ;  a  greater  time  on  outpatient. 
(The  following  information  was  received  by  the  committee:) 

Medicare  Elapsed-Time  Sttjdy  as  of  December  22,  1966,  by  Blue  Cross 
Association,  Chicago,  III. 

Table  I  contains  a  summary  of  the  results  of  a  one-day  survey  conducted  by  the 
Blue  Cross  Association  for  elapsed  times  of  various  Medicare  processing  func- 
tions. 

This  study  was  for  bills  received  on  December  22,  1966,  to  record  from  date  of 
discharge  to  date  forwarded  by  hospital.  The  Plan  processing  times  were  taken 
from  bills  paid  on  that  date.  Seventy  of  the  seventy-four  Plans  responded,  al- 
though some  did  not  receive  bills  or  pay  bills  for  all  three  benefits  on  that  date. 
Therefore,  lines  one,  two  and  three  will  not  equal  the  total  of  line  four. 

The  size  categories  in  the  report  are  based  on  the  estimated  number  of  aged 
persons  in  the  Plan  areas.  Although,  this  was  only  a  one-day  study,  and  to  some 
extent  was  affected  by  the  holiday  season,  we  believe  it  has  validity  in  pointing  up 
the  time  problems.  For  regular  Blue  Cross  in-patient  cases,  the  hospital  process- 
ing time  is  about  half  of  that  for  Medicare.  The  Plan  processing  time  for  their 
own  cases  is  about  the  same  as  for  Medicare.  For  out-patient  cases  Medicare 
processing  times  are  even  further  out  of  line  in  comparison  with  regular  Blue 
Cross. 

Table  I. — Medicare  elapsed  time  study  as  of  Dec.  22, 1966 


Plans  with 
300,000 
and  over 

Plans  with 
150,000  to 
300,000 

Plans  with 
75,000  to 
150,000 

Plans  with 
under 
75,000 

All  plans 

Inpatient: 

1.  Date  of  discharge  to  date  forwarded 

by  hospital  

2.  Date  forwarded  to  date  approved... 

3.  Date  approved  to  date  paid  

4.  Total,  discharge  to  date  paid.. 

Outpatient: 

1.  Date  of  visit  to  date  forwarded  by 

hospital   

2.  Date  forwarded  to  date  approved ... 

3.  Date  approved  to  date  paid-  

4.  Total,  date  of  visit  to  date 

paid   

Home  health : 

1.  Date  of  discharge  to  date  forwarded 

by  agency    

2.  Date  forwarded  to  date  approved... 

3.  Date  approved  to  date  paid  

4.  Total,  discharge  to  date  paid. 

25.7 
10.6 
7.5 

20.0 
8.8 
8.2 

19.0 
8.0 
9.9 

19.3 
7.0 
6.6 

21.1 
8.5 
8.0 

43.4 

37.0 

36.5 

32.9 

38.1 

44.9 
30.7 
6.4 

42.3 
27.8 
10.6 

44.6 
19.5 
12.6 

37.7 
11.9 
7.5 

43.5 
22.6 
9.2 

79.5 

80.0 

75.6 

57.4 

74.9 

31.3 
15.8 
8.9 

24.4 
19.4 
8.1 

32.6 
17.5 
7.9 

19.0 
9.3 
7.6 

27.3 
15.3 
8.2 

58.3 

51.1 

57.9 

37.5 

52.5 

Mr.  Byrnes.  The  form  report  of  March  2  seems  to  differ  from  your 
statement  to  the  chairman  concerning  the  increase  in  hospital  charges. 

They  indicated  that  1966  hospital  daily  charges  went  up  16.5  per- 
cent as  against  a  rise  of  about  6  percent  a  year  between  1960  and 
1965.    I  think  you  said  12  percent. 

Is  there  a  reason  for  that  ? 

Mr.  McNerney.  Mr.  Byrnes,  I  think  HEW  is  talking  about  hospital 
room  rates.  I  was  talking  about  total  per  diem  costs. 

The  16-plus  percent  pertains  to  room  and  board  charges.  This  is 
the  normal  name  given  to  it.  I  was  talking  about  total  per  diem  hos- 
pital costs.  I  think  both  figures  are  correct,  if  I  could  put  it  that  way. 
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The  12  percent  that  I  mentioned  is  accurate  as  it  pertains  to  per  diem 
hospital  costs;  16.5  percent  is  accurate  in  terms  of  room  and  board 
charges. 

Mr.  Byrnes.  It  seems  to  me  there  are  two  things  that  differ  here. 
You  say  one  is  room  and  board  charges.  That  does  not  include  the 
other  hospital  services  ? 

Mr.  McNerney.  That  is  right,  not  the  ancillary  services ;  and  it  is  a 
charge  figure,  not  a  cost  figure. 

What  I  am  talking  about  is  cost  of  both  room  and  board  and  ancil- 
laries. 

Mr.  Byrnes.  The  charge  also  includes  what  the  hospital  is  charging. 
In  using  the  word  "cost"  you  refer  to  what  it  costs  them  to  perform  the 
service. 

Mr.  McNerney.  Eight. 

Mr.  Byrnes.  That  is  a  different  situation,  too  ? 
Mr.  McNerney.  Right. 

Mr.  Byrnes.  Well,  can  you  draw  the  assumption  here  that  costs 
last  year  went  up  less  than  the  charges  went  up  ? 

Mr.  McNerney.  Yes,  based  on  those  two  sets  of  figures  alone. 

Mr.  Byrnes.  In  other  words,  they  are  charging  a  larger  differential 
than  they  were  before? 

Mr.  McNerney.  That  is  one  presumption. 

Mr.  Byrnes.  Over  and  above  the  actual  cost  to  the  hospital  render- 
ing the  service? 

Mr.  McNerney.  We  are  talking  just  about  room  and  board.  What 
happened  to  the  ancillaries  under  those  conditions,  sir,  we  don't  know 
from  these  figures,  but  on  the  basis  of  that  little  information  one  would 
assume  that  happened. 

Mr.  Byrnes.  On  its  group  plans  in  various  communities  Blue  Cross 
has  in  the  past — and  I  assume  it  still  does — obtained  from  the  hos- 
pital a  formula  on  which  they  will  be  reimbursed.  In  a  sense  you  have 
really  bargained  with  the  hospitals. 

Mr.  McNerney.  Right. 

Mr.  Byrnes.  Since  the  hospital  costs  of  the  over  65  are  provided, 
there  is  no  longer  any  need  to  transfer  some  of  the  costs  attributable 
to  the  elderly  to  those  under  65.  Have  you  found  that  this  has  reduced 
the  costs  that  you  are  paying  for  your  under  65  patients  ? 

Mr.  McNerney.  We  are  just  now  beginning  to  get  experience  that 
allows  me  to  answer  that.  I  think  I  have  already  pointed  out  that  our 
utilization  seems  lower  after  

Mr.  Byrnes.  That  is  utilization.  I  am  thinking  now  of  the  basic 
charge  of  the  hospital  for  your  under  65  group  that  you  will  pay  under 
the  formula  obtained. 

Mr.  McNerney.  I  mentioned  the  other  because  we  always  multiply 
that  times  the  cost  in  getting  our  rates  as  you  know,  but  in  talking 
about  the  cost  to  the  hospital,  not  having  made  these  final  reconcilia- 
tions, I  am  in  a  very  poor  position  to  say  exactly  what  these  differences 
are  going  to  be. 

On  the  one  hand,  we  will  be  dealing  with  people  that  have  a  shorter 
stay  and  we  will  be  paying  them  on  an  average  per  diem.  That  has 
certain  implications  but  the  real  trick  is  what  the  RCC  formula  does 
and  how  it  causes  the  hospital  to  react  to  that  formula. 

If  it  gives  the  hospital  less  money  than  it  has  been  getting  or  that 
it  figures  it  should  get  for  the  aged  people,  it  may  raise  the  prices 
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or  even  negotiate  a  higher  per  diem  cost  for  the  under  65,  but  we  have 
not  gotten  enough  experience  under  this  to  have  me  answer  you.  I  am 
sorry  that  I  can't. 

Mr.  Byrnes.  You  recall,  though,  the  rationale  advanced  in  1955  for 
the  KCC  formula  that  by  taking  care  of  those  over  65  we  would  thus 
remove  them  as  an  element  in  servicing  the  general  population. 

One  of  the  arguments  made  was  that  this  would  make  it  possible 
to  have  a  lower  cost  for  those  under  65. 

Mr.  McNerney.  If  we  come  back  to  that,  that  is  the  impact  on  our 
rate  rather  than  per  diem  cost.  We  have  some  evidence  that  our 
rate  periods  are  holding  longer  than  they  would  have  if  the  program 
had  not  been  initiated. 

In  other  words,  in  some  of  our  States  the  rate  is  holding  and  that 
would  seem  to  indicate  that  the  lower  utilization,  particularly,  being 
the  factor  resulting  from  the  program,  has  been  helpful  to  the  younger 
population. 

Mr.  Byrnes.  Thank  you. 

Mr.  Ullman  (presiding).  The  gentleman  from  Massachusetts. 

Mr.  Burke.  On  the  simplification  problem,  do  you  think  it  is  pos- 
sible for  the  social  security  to  set  up  a  more  simple  form  of  identifica- 
tion of  the  recipients;  say,  similar  to  the  type  that  the  credit  card 
system  has,  a  nameplate  and  a  social  security  number,  something  of 
that  nature,  that  could  eradicate  a  lot  of  these  mistakes  that  are  made 
in  spelling  and  mistakes  in  social  security  numbers  that  causes  these 
delays  ? 

Do  you  think  that  that  is  a  possible  thing  to  do  ? 

Mr.  McNerney.  I  think  that  is  a  possibility.  I  think  maybe  an- 
other possibility  is  this :  First  of  all,  let  me  say  that  in  inquiring  about 
eligibility  we  have  a  very  good  turnaround  time  between  Blue  Cross 
and  social  security  in  93  percent  of  the  cases. 

The  problem  comes  down  to  about  7  percent  of  the  cases  and  among 
those  7  percent  about  a  total  of  1  percent  are  the  real  hard  core  prob- 
lems. 

In  addition  to  what  you  say,  one  possibility  is  that  Social  Security, 
that  has  the  machine  capacity,  could  possibly  divorced  this  program 
somewhat  from  some  of  the  other  programs  in  terms  of  programing 
and  administration,  because  the  turnaround  time  for  cash  benefits  or 
disability  eligibility  can  be  much  more  leisurely  processed  than  can  be 
for  health  benefits. 

Sometimes  the  attempt  to  put  both  in  harness  is  the  difficulty,  so  I 
think  a  combination  of  what  you  are  going  toward  and  that  adminis- 
trative point  both  would  help. 

The  important  thing  is  to  note  that  the  problem  really  boils  down 
to  a  large  problem  with  a  new  number  of  cases. 

Mr.  Burke.  Thank  you. 

Mr.  Ullman.  Mr.  McNerney,  are  you  personally  familiar  with  the 
situation  in  Oregon  with  respect  to  the  part  A  program  that  Blue 
Cross  is  administering? 

Mr.  McNerney.  Generally  speaking;  yes. 

Mr.  Ullman.  I  am  quite  concerned  about  some  of  the  areas  where 
agreements  have  not  been  entered  into  between  the  doctors  and  the 
hospital  where  they  are  beinsf  deprived  of  part  A  benefits. 

I  won't  ask  you  to  report  here  but  will  you  personally  supply  me 
with  a  report  of  those  communities  and  what  the  problem  is  ? 
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Mr.  McNerney.  I  would  be  delighted  to.  Can  you  pinpoint  the 
problem  a  little  more  precisely  ?  I  heard  you  this  morning  talk  about 
blackout  areas.    I  am  not  quite  sure  what  we  are  driving  at  here. 

Mr.  Ullman.  Well,  the  city  of  Lakeview  in  my  district  is  a  good 
example.    Would  you  look  into  that  ? 

Mr.  McNerney.  I  would  be  glad  to. 

Mr.  Ullman.  They  don't  have  the  medicare  benefits  evidently,  be- 
cause of  a  failure  in  agreement.  I  think  there  are  some  other  com- 
munities and  I  would  appreciate  a  report. 

Has  there  been  much  of  this  around  the  country  ? 

Mr.  McNerney.  Not  that  I  am  aware  of.  There  have  been  prob- 
lems in  title  VI,  as  you  know,  but  outside  of  that,  what  you  are  sug- 
gesting I  am  not  aware  of  at  all.  I  would  be  glad  to  look  into  Lake- 
view  and  give  you  a  letter  on  it  and  any  others  that  we  can  find  out. 

Mr.  Ullman.  You  favor  the  actual  costs  basis  or  billing  that  is 
incorporated  in  the  present  system  ? 

Mr.  McNerney.  You  are  talking  about  how  to  pay  the  hospital  ? 

Mr.  Ullman.  That  is  right. 

Mr.  McNerney.  Under  the  so-called  KCC  formula? 
Mr.  Ullman.  Yes. 

Mr.  McNerney.  Well,  I  went  on  record  when  this  subject  first  came 
up  favoring  payment  on  the  basis  of  average  per  diem  rather  than 
ROC.  I  still  feel  the  same  way.  RCC  causes  a  great  deal  of  admin- 
istrative difficulty  in  its  administration  having  to  keep  track  of  the 
income  ledger  as  well  as  the  expense  ledger  and  also  charges  are  a 
very  arbitrary  way  to  allocate  costs  among  age  groups,  that  is  between 
older  and  younger. 

They  are  variously  related  to  cost,  and  within  the  room  and  board 
charge  there  is  buried  a  lot  of  services  that  do  vary  between  the  old 
and  the  young  that  are  not  highlighted  by  charges. 

I  put  all  of  these  reasons  in  a  letter  to  Mr.  Ball  and  this  is  now 
being  discussed  actively  between  SSA  and  American  Hospital  Asso- 
ciation hopefully  that  they  will  come  out  with  a  resolution  of  it  fairly 
soon. 

Mr.  Ullman.  Well,  I  wonder  if  we  could  get  a  copy  of  that  letter 
of  your  thinking  with  respect  to  it  ? 

Mr.  McNerney.  I  would  be  glad  to  supply  it. 

Mr.  Ullman.  Without  objection,  we  will  include  that  in  the  record 
at  this  point. 

Mr.  McNerney.  All  right. 

(The  following  information  was  received  by  the  committee:) 

February  9, 1966. 

Hon.  Robert  M.  Ball, 

Commissioner,  Social  Security  Administration, 

Department  of  Health,  Education,  and  Welfare,  Washington,  D.C. 

Dear  Bob:  Under  Part  A,  PL  89-97  a  major  and  far-reaching  decision  must 
be  made  regarding  the  relative  merits  of  provider  payment  on  the  basis  of  ratio 
of  aged  to  total  charges  applied  to  cost  versus  average  per  diem  cost.  Our 
purpose  in  this  letter  is  to  set  forth  some  key  issues  involved  for  your  consid- 
eration. 

Before  proceeding  to  these  issues,  I  should  recognize  that  it  has  been  the 
view  of  your  staff  in  prior  conversations  that  PL  89-97  and  the  accompanying 
Reports  from  The  House  Ways  and  Means,  and  Senate  Finance  Committees 
stipulate  that  reasonable  costs  incurred  by  aged  patients  per  se  must  be  reim- 
bursed, whether  they  are  less  than  or  greater  than  average  costs.  This  inter- 
pretation has  led  to  a  search  for  a  workable  RCC  formula. 
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The  Blue  Cross  Association  feels  that  there  are  several  cogent  reasons,  even 
in  view  of  the  above  interpretation,  why  SSA  should  make  payment  to  providers 
as  of  July  1,  1966  generally  on  the  basis  of  average  per  diem  cost,  leaving  aside, 
for  the  sake  of  this  discussion,  allied  problems  such  as  the  problem  of  defining 
reimbursable  cost. 

First,  it  is  highly  likely  that  average  per  diem  cost  is  a  reasonably  accurate 
reflection  of  use  of  services  by  aged  persons.  It  is  true  that  early  studies 
showed  that  aged  patients  incurred  fewer  ancillary  charges  per  diem  than 
younger  patients.  For  example,  in  August  1965,  a  representative  of  Associated 
Hospital  Service  of  New  York  reported,  on  the  basis  of  a  study  of  53,203  cases 
paid  to  hospitals  in  October  1962,  that  the  overall  average  charge  per  day  for 
ancillary  services  was  6.4  per  cent  less  for  patients  65  years  old  and  older  than 
for  all  patients.  Under  the  assumption  that  other  services  (room  and  board 
and  non-operating  expenses)  were  evenly  distributed  among  patients,  it  was 
presumed  that  when  other  charges  were  added  to  ancillary  charges,  the  per- 
centage difference  would  be  less. 

In  1965,  in  a  study  of  all  classes  of  risk  for  cases  incurred  in  1964  and  paid 
through  the  first  quarter  of  1965,  Michigan  Hospital  Service  reported  contract 
charges  per  day  of  $36.18  for  patients  65  and  over,  and  $39.93  for  all  patients — a 
reduction  of  approximately  9.4  per  cent.  At  the  same  time,  a  study  based  on  a 
5  per  cent  sample  of  Blue  Cross  cases  incurred  in  1963  was  reported,  showing 
a  5.9  per  cent  reduction  of  per  diem  total  charges  exclusive  of  room  and  board 
for  patients  65  and  older  ($18.72  versus  $19.89  for  all  patients. ) 

It  was  fairly  commonly  understood  that  averages  of  this  type  obscured 
differences  among  hospitals.  For  example,  it  was  demonstrable  that  some  large 
referral  hospitals  with  a  broad  scope  of  services  and  heavy  teaching  programs 
provided  more  ancillary  services  per  diem  to  aged  patients  than  other  patients. 
This  realization  tended  to  quicken  the  interest  of  these  institutions  in  RCC 
under  Part  A  under  the  assumption,  of  course,  that  other  patients  would  continue 
to  be  reimbursed  on  average  per  diem  cost  rates  and/or  charges. 

What  was  not  well  understood  or  known,  among  other  factors,  was  how 
services  included  under  the  general  term  room  and  board  varied  by  age.  Do  the 
aged  use  more  or  less  nursing  services  per  patient  day,  for  example?  The  ques- 
tion is  highly  pertinent.  Some  65-70  per  cent  of  hospital  costs  are  found  in 
room  and  board,  or  in  the  daily  service  area. 

In  January,  BOA  commissioned  the  Commission  for  Administrative  Services 
in  Hospitals  to  study  nursing  time  per  patient  day  by  age  groupings.  The 
results  are  shown  in  Exhibit  I,  attached.  In  the  14  short  term  general  hos- 
pitals studied,  those  in  the  65-90  age  group  required  10.4  per  cent  more  nursing 
time  than  those  in  the  10-65  age  group.  It  should  be  noted  that  this  study  was 
based  on  a  measurement  of  the  frequency  of  procedures  performed  for  patients 
during  the  study  period.  These  procedures  were  translated  into  minutes  and 
hours  through  the  application  of  standardized  times  which  did  not  reflect  age 
differentials.  Other  qualifications  are  cited  in  the  Exhibit. 

Following  the  receipt  of  these  results  BCA  asked  CASH  for  information  in 
greater  depth.  Both  the  above  study  of  nursing  hours  (based  on  number  of 
procedures  and  the  application  of  standardized  times)  and  charges  for  ancil- 
laries  ignore  the  weight  of  procedures.  What  were  the  actual  nursing  hours 
per  patient  day  by  age  groupings?  What  were  the  differential  hours  by  age 
groupings  spent  by  staff  in  other  departments,  such  as  admitting,  business  office, 
cashier,  central  supply,  dietary,  emergency  room,  housekeeping,  ICU,  laboratory, 
laundry,  medical  records,  pharmacy,  physical  therapy,  radiology,  rehabilitation, 
recovery  room,  surgery  and  technical  services?  The  results  received  from  a 
Commission  member  of  CASH  are  shown  in  Exhibit  II. 

In  regard  to  actual  nursing  hours  per  patient  day  the  aged  patients  used  ap- 
proximately 37  per  cent  more  than  patients  under  65.  These  hours  were  observed 
and  recorded  in  18  short  term  general  hospitals  on  65  nursing  units.  In  8  hos- 
pitals, interviews  were  held  with  department  heads  and  doctors  working  in  these 
departments,  where  pertinent,  to  ask  what  their  estimates  were  of  personnel  time 
spent  on  aged  versus  younger  patients.  Also,  interviewees  were  asked  to  state 
their  reasons.  On  this  more  subjective  basis,  it  was  estimated  that  in  every 
department  aged  patients  on  the  average  required  more  attention  than  younger 
patients.  The  weighted  average  was  calculated  to  be  approximately  8  per  cent 
more  for  aged  patients  (range  2  to  90  per  cent)  than  younger  patients.  Other 
particulars  can  be  seen  in  Exhibit  II. 

It  would  be  diffcult  to  translate  the  above  data  into  financial  figures  without 
a  certain  knowledge  of  wage  rates  and  the  application  of  frequency  weights  to 
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selectively  ordered  ancillary  services.  Returning  to  the  first  basic  point,  how- 
ever, it  would  appear  that  if  all  factors  were  considered  the  aged  may  incur  costs 
similar  to  the  average  of  all  patients.  At  least  fragmentary  evidence  suggests 
that  the  crude  measure  of  frequency  expressed  in  charges  of  ancillaries  favoring 
aged  patients  is  offset  by  factors  not  ordinarily  taken  into  account  in  an  RCC 
formula.  The  evidence  from  Southern  California  is  only  fragmentary.  It  is  not 
representative  of  the  country.  It  does,  however,  raise  provocative  questions 
which  deserve  immediate  pursuit. 

Second,  there  are  practical  considerations  to  take  into  account.  These  assume 
major  importance  in  the  absence  of  certain  knowledge  of  what  differential  use  of 
services  is  by  age  group. 

Currently,  hospitals  have  varying  charge  practices.  Some  charge  an  inclusive 
rate.  These  would  have  to  shift  to  a  full  charge-for-service  basic  to  participate 
in  an  RCC  formula.  Some  hospitals  vary  charges  for  the  same  service  depending 
upon  accommodations  occupied.   These  would  have  to  standardize  charges. 

Hospitals  vary  individually  in  the  maner  in  which  they  relate  charges  to  costs 
by  income  producing  units  and  in  the  selection  of  these  units.  Presumably,  there 
would  have  to  be  some  guidelines  established  in  this  regard,  or  else  the  accidental 
relationship  of  charges  to  costs  would  affect  reimbursement  by  hospital  without 
necessary  reference  to  the  component  of  age.  Put  another  way,  by  the  simple 
expedient  of  varying  income  producing  centers  and  the  charges  attributed  to  them, 
a  hospital  could  successfully  manipulate  a  given  payor,  even  if  large,  in  the 
absence  of  controls. 

If  the  above  transitions  are  to  be  made  and  guidelines  established,  there  will 
have  to  be  effected  major  changes  in  the  income  accounting  methods  of  many 
hospitals.  As  a  practical  matter,  there  is  not  time  between  now  and  July  1, 
1966,  (or  in  the  year  to  follow,  for  that  matter)  to  make  the  transition  with 
anything  approaching  comparability  among  institutions  or  areas  of  the  country. 
To  develop  charge  structures  that  reflect  nursing  service  differences  and  other 
heretofore  untapped  income  centers  in  a  quest  for  equity,  would  be  out  of  the 
question. 

Another  practical  matter  is  that  of  administrative  cost.  Hospitals  would  have 
to  hire  additional  billing  clerks  to  implement  RCC  and  intermediaries  will  have 
to  use  significantl  ymore  time  and  staff  to  audit  the  income  side  of  hospital  ledgers, 
as  well  as  the  expense  side.  In  Michigan  the  test  of  RCC  in  some  40  hospitals 
demonstrated  this  point  clearly. 

If  the  above  observations  are  valid,  it  becomes  evident  that  the  implementation 
of  RCC  would  significantly  change  hospital  practices  and  operations  (which  is 
not  intended  according  to  the  prefatory  statements  in  Section  1801  of  PL  89-97), 
and  would  cause  significant  demands  on  a  short  labor  market.  These  considera- 
tions have  to  be  weighed  against  the  need  for  SSA  to  have  reasonably  good  assur- 
ance that  it  is  paying  an  equitable  share  of  costs. 

Third,  there  are  some,  for  want  of  a  better  phrase,  public  policy  issues 
involved. 

Experience  rated  payment  methods  inevitably  have  side  effects.  Will  stable 
working  groups  fortuitously  endowed  with  favorable  experience  retaliate  in 
kind,  leaving  others  such  as  young  married  couples  or  those  in  direct  pay  status 
in  poorer  health,  peculiarly  vulnerable?  Use  of  services  is  unrelated  to  income. 
Is  a  payment  method  based  on  a  concept  of  artificial  categorization  socially 
defensible? 

Within  PL  89-97  some  interesting  problems  arise.  There  is  speculation  that 
provider  payment  under  Title  XIX  will  be  similar  to  that  under  Part  A.  This 
title  will  embrace  many  age  groups  by  1975.  What  is  the  point  of  age  classifi- 
cation under  these  circumstances?  The  source  of  revenue  or  tax  base  is  hardly 
a  reason  to  pay  by  age  selectively. 

Should  working  people  now  shouldering  increased  taxes  be  asked  to  shoulder 
more  costs  as  the  result  of  the  quick  application  of  such  a  crude  measure  as 
RCC  ?  What  will  be  the  reaction  of  these  people  beyond  the  possible  retaliation 
cited  above? 

Even  if  RCC  were  to  produce  a  lesser  cost  for  the  aged  patient  today,  the 
situation  would  probably  change  in  the  near  future.  Alternatives  to  acute  care 
such  as  extended  care  facilities  and  home  care  agencies  may  well  tend  to  focus 
the  general  hospital  more  on  acute  care  for  the  aged.  Special  attention  to 
proper  use  under  utilization  review  and  recertification  may  have  a  similar  result. 
Many  medical  science  advances  are  likely  to  affect  the  aged  disproportionately 
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(replacement  of  organs  and  major  blood  vessels,  cancer  chemotherapy,  etc.) 
accelerated  in  many  hospitals  by  such  legislation  as  the  De  Bakey  Act,  and  to 
increase  the  intensity  of  hospital  use  by  the  aged.  The  point  to  be  made  here 
is  that  patient  requirements  vary  over  time  by  age  as  well  as  among  institu- 
tions by  age  in  a  given  span  of  time.  Does  a  payor  of  service  attempt  to  reflect 
these  differences  or  share  with  the  total  community  over  time  what  is  essen- 
tially a  community  problem? 

Without  any  attempt  to  dwell  on  relative  inequities  under  gross  RCC  or  de- 
partmental RCC  formulas,  let  us  move  directly  to  a  few  recommendations : 

1.  Because  average  per  diem  payment  is  the  most  widely  practiced  and  under- 
stood method  of  cost  reimbursement,  because  it  probably  reflects  reasonably 
the  experience  of  aged  patients,  all  factors  considered,  and  because  of  the  prac- 
ticabilities of  implementation  by  July  1,  1966,  without  undue  violence  to  cur- 
rent hospital  operation — SSA  should  set  forth  average  per  diem  cost  as  the 
principal  method  with  suitable  guidelines,  making  provision  for  establishment 
of  RCC  in  a  few  areas  now  using  it  on  a  non-age  specific  basis,  and  build  in  an 
evaluation  of  the  merits  of  each  approach. 

2.  As  a  refinement,  payment  of  average  per  diem  cost  or  charges,  whichever 
is  lesser,  should  be  established.  A  charges  ceiling  on  payment  would,  as  much 
as  any  method  now  available,  tend  to  satisfy  the  intent  of  Congress  that  aged 
patients  would  not  be  asked  to  bear  expenses  of  other  age  groups. 

3.  Further  hard  data  should  be  obtained  such  as  those  reported  by  CASH. 
Working  closely  with  the  American  Hospital  Association,  BCA  offers  to  obtain 
such  data  quickly  to  shed  further  light  on  a  complex  issue. 

I  should  welcome  an  opportunity  to  elaborate  on  our  recommendations  and 
the  rationale  supporting  them.  Discussions  should  proceed  quickly ;  a  host 
of  decisions  hinge  on  a  resolution  of  this  aspect  of  reimbursement.  Quite 
naturally,  providers  want  to  know  how  they  will  be  paid  before  signing  agree- 
ments and  intermediaries  must  tool  up  carefully  for  the  job  of  administering  the 
formulas  designed. 

Sincerely  yours, 

Walter  J.  MoNebney. 

*  *  * 

Commission  for  Administrative  Services  in  Hospitals, 

Los  Angeles,  Calif.,  January  24,  1&66. 

Mr.  Walter  J.  McNerney, 
President,  Blue  Cross  Association, 
Chicago,  III. 

Dear  Mr.  McNerney  :  This  letter  will  summarize  the  results  of  studies  relating 
nursing  time  requirements  for  various  patient  age  groups  noted  herein. 

SUMMARY 

The  findings  represent  an  analysis  of  care  rendered  for  4,942  patient  days, 
based  on  reports  received  by  55  medical,  surgical,  gynecological  units  in  14  short 
term  general  hospitals. 

1.  The  results  of  the  analysis  reflect  variations  in  the  average  nursing  time 
requirements  for  patients  in  the  age  groups  listed  below.  It  is  significant  that 
the  nursing  time  requirements  per  patient  day  increase  in  a  reasonably  orderly 
progression  as  the  age  of  the  patient  increases. 


Average  nursing  time 

Percent 

per  patient-day 

deviation 

Number  of 

Age  group 

from 

patient- 

average 

days 

Minutes 

Hours 

10  to  20  

222 

3.70 

—22 

219 

21  to  30  

242 

4.03 

-4 

564 

31  to  40   

240 

4.00 

-5 

798 

41  to  50  

244 

4.07 

-3 

950 

51  to  60  

247 

4.12 

-2 

915 

61  to  70  

253 

4.22 

,  +1 

801 

71  to  80  

276 

4.60 

+10 

523 

81  to  90  

291 

4.85 

+15 

172 

Average  total 

252 

4.20 

4,942 
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2.  The  following  table  compares  the  65  to  90  age  group  with  the  10-65  group, 
and  with  the  40-65  age  group.  The  65-90  age  group  requires  10.4%  increased 
nursing  time  in  comparison  to  the  10-65  age  group.  The  65-90  age  group  requires 
9.2%  increased  nursing  time  in  comparison  to  the  40-65  age  group. 


Age  group 

Minutes 

Hours 

Percentage 
difference 

Patient-days 

10  to  65      

244 

269 
246 
269 

4.06 
4.48 
4.10 
4.48 

3,842 
1,100 
2,265 
1,100 

65  to  90     

+10.4 

40  to  65  

65  to  90    

+9.2 

3.  The  following  table  illustrates  the  percentage  distribution  of  patients  by 
service,  i.e. :  medical,  surgical,  gynecological. 


[In  percent] 


Service 


Age  group 


10  to  65 

65  to  90 

Medical    ...  .  .  ...  -  .  -                         -..  •_   

47 
44 

9 

50 
37 
13 

Surgical    

Gynecological  i  

Total  .  

100 

100 

4.  The  following  table  illustrates  the  percentage  distribution  of  bed  accommo- 
dations by  age  group. 

[In  percent] 

Bed  accommodation 

Age  group 

10  to  65 

65  to  90 

Private    

13 
69 
6 
7 
5 

26 
63 
5 
3 
3 

Semiprivate     . 

3-bed  ward  

4-bed  ward  

Over  4-bed  ward,   

Total   Z  

100 

100 

( 1 )  An  analysis  of  the  semi-private  room  accommodation  for  both  age  groups 
indicates  that  the  65  to  90  age  group  requires  10.8  percent  increased  nursing 
time  in  comparison  to  the  10  to  65  age  group. 


CONDUCT  OF  THE  STUDY 

Parameters 

(1 )  General,  short  term,  nonprofit  and  proprietary  hospitals. 

(2)  Medical,  Surgical,  and  Gynecological  Nursing  Units  (excl.  I.C.U.). 

( 3 )  Ages  of  patients  from  10  years  old  to  90  years  old. 

(4)  Variable  diagnosis. 

(5)  Variable  bed  accommodations. 

(6)  Nursing  time  reported  includes  the  following  personnel:  Head/charge 
nurses ;  registered  nurses ;  licensed  vocational  nurses  ;  nurses  aides ;  orderlies ; 
ward  clerks. 

General  description  of  study 

(1)  Each  of  the  nursing  units  reported  patient's  age,  diagnosis,  day  of  stay 
and  all  procedures  performed  for  each  patient  during  the  study  period,  and/or 
recorded  the  patient  acuity  category  for  each  patient  during  the  study  period. 
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The  CASH  office  converted  this  information  to  the  nursing  time  requirements  per 
patient  day. 

Exhibits,  illustrating  the  manner  of  collecting  and  analyzing  the  information 
are  attached.  ' 
Please  call  or  write  if  we  can  provide  further  information  or  clarification 
Very  truly  yours, 

Robert  H.  Edgecumbe, 
Executive  Vice  President. 
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Exhibit  II 

Commission  fob  Administbative  Sebvices  in  Hospitals, 

Los  Angeles,  Calif.,  February  8, 1966. 

Mr.  Samuel  J.  Tibbitts, 
Administrator,  California  Hospital, 
Los  Angeles,  Calif. 

Dear  Mb.  Tibbitts  :  This  letter  will  summarize  the  results  of  studies  concern- 
ing departmental  labor  (hours)  requirements  for  patients  under  65  years  of  age, 
and  patients  over  65  years  of  age. 

■ 
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Summary  of  nursing  time  requirements  by  age  groups 

The  findings  represent  an  analysis  of  the  time  requirements  for  the  care 
rendered  for  6,964  patient  days,  based  on  reports  received  by  65  medical,  surgical, 
gynecological  units  in  18  short-term  general  hospitals. 

1.  The  results  of  this  analysis  reflects  variations  in  the  average  nursing  time 
requirements  for  patients  in  the  age  groups  listed.  It  is  significant  that  the 
nursing  time  requirements  per  patient  day  increase  as  the  age  of  the  patient 
increases.  A  summary  is  provided  in  tabular  form  on  the  following  page,  and 
graphically  in  the  exhibit  section  of  this  report. 

Nursing  hours  per  patient-day  by  age  group 


Age  group 


Percent 
patient-days 


Weighted 


standard 
hours  per 
patient-day1 


Weighted 
average 
actual 
hours  per 
patient-day2 


Percent 
deviation 

from 
weighted 
average 
hours  per 
patient-day 


10  to  15  

15  to  20  

20  to  25  

25  to  30  

30  to  35  

35  to  40  

40  to  45  

45  to  50  

50  to  55  

55  to  60  

60  to  65  

65  to  70  

70  to  75  

75  to  80  

80  to  85  

85  to  90  

Average 


4.4 

11.4 

16.1 

19.2 

18.5 

16.2 

10.6 

3.5 
100 


3.82 
3.82 
3.82 
3.82 
3.82 
3.82 
3.86 
3.90 
3.96 
4.06 
4.25 
4.63 
5.23 
5.51 
5.64 
5.66 
4. 18 


4.46 
4.46 
4.46 
4.  46 
4.46 
4. 
4. 
4. 
4. 
4. 
4, 
5. 


51 
56 
63 
74 
97 
41 
6.11 
6.44 
6.59 
6.  61 
4. 89 


-8.7 
-8.7 
-8.7 
-8.7 
-8.7 
-8.7 
-7.7 
-6.7 
-5.3 
-2.9 
+1.7 
+10.8 
+25.1 
+31.8 
+34.9 
+34.5 


1  Based  on  measured  standard  hours  per  patient-day. 

2  Based  on  actual  average  hours  per  patient-day  (CASH  subscribing  hospitals  for  the  year  1965). 


2.  The  following  table  compares  the  nursing  labor  (hours)  requirements  for 
the  two  age  groups.  The  65-90  age  group  requires  36.6%  increased  nursing 
time  in  comparison  to  the  10-65  age  group  in  relation  to  standard  measured 
hours,  and  also  in  relation  to  the  actual  average  hours  for  CASH  subscribing 
hospitals. 


Age  group 

Weighted 
average 
standard 
hours  per 
patient-day 

Percentage 
difference 

10  to  65  

3.83 
5.23 

}         +36. 6 

65  to  90  

Weighted 
average 
actual 

io  to  65  :.;  

hours  per 
patient-day 

}          +36. 6 

4.48 
6.12 

65  to  90  

3.  The  average  day  of  stay  during  the  study  was  3.2  for  the  under  65  age 
group,  and  8.2  for  the  over  65  age  group.  The  average  length  of  stay  during 
the  study  was  5.6  for  the  under  65  age  group,  and  13.6  for  the  over  65  age 
group. 
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4.  The  following  table  illustrates  the  percentage  distribution  of  patients  by 
service,  i.e. :  medical,  surgical,  gynecological. 


[In  percent] 


Service 

Age  group 

10  to  65 

65  to  90 

Medical                                                            .      _     _  .   

Surgical...                      _                 .      .  .     

46 
46 
8 

50 
35 
15 

Gynecological                                                              _  _   

Total.                   •      _.   

100 

100 

5.  The  following  table  illustrates  the  percentage  distribution  of  bed  accom- 
modations by  age  group. 

[In  percent] 


Bed  accommodation 


Age  group 


10  to  65 


65  to 


Private  

Semiprivate  

3-  bed  ward  

4-  bed  ward  

Over  4-bed  ward. 

Total  


100 


100 


Summary  of  estimated  time  requirements  for  patients  under  65  and  patients 
over  65  in  other  selected  departments  and  services 

The  findings  represent  an  analysis  of  the  estimated  additional  time  require- 
ments for  patients  over  65,  based  on  interviews  with  department  heads,  and 
physicians  in  eight  (8)  representative  hospitals  for  the  departments  and  services 
listed  in  tabular  form  on  the  following  page. 


Summary  of  estimated  laoor  requirements  for  age  groups  under  65,  and  over  65 
for  hospital  services  (in  addition  to  nursing) 


Department  (includes  only  departments 
and  services  studied) 

Estimated 
percent 
increased 
workload 
for  patients 
over  65 

Estimated  actual  weighted 
average  hours  per  patient- 
day  based  on  estimated 
patient  mix 

Estimated 
increased 
hours  per 
patient -day 
requirements 

for  patients 

Under  65 

Over  65 

over  65 

Admitting      

+25.0 

(90) 

0.  220 

(10) 

0.274 

+0.054 

Business  office..    .  ..    ...  .... 

+2.0 

(80) 

.591 

(20) 

.603 

+.012 

Cashier.   .            ..            ...      ....  . 

+10.0 

(90 

.119 

(10) 

.131 

+.  012 

Central  service  ._.      ..  .... 

•  +5.0 

(80) 

.446 

(20) 

.468 

+.022 

Dietary       

+3.0 

(80) 

1.491 

(20) 

1,536 

+.045 

Emergency      

+15.0 

(85) 

.171 

(15) 

.197 

+.026 

Housekeeping                      .     .  ....   

+3.0 

(80) 

1.044 

(20) 

1.075 

+.031 

I.C.U  

+7.0 

(60) 

.170 

(40) 

.182 

+.012 

Laboratory...            .  -  

+10.0 

(85) 

.798 

U5) 

.878 

+.  080 

Laundry  or  linen           .  .... 

+5.0 

(80) 

.469 

(20) 

.493 

+.024 

Medical  records  ...  

+12.0 

(85) 

.393 

(15) 

.440 

+.  047 

Pharmacy     .... 

+5.0 

(80) 

.267 

(20) 

.281 

+.014 

Physical  theraphy _ .  .      ...   .  

+20.0 

(75) 

.207 

(25) 

.248 

+.041 

Radiology.    

+30.0 

(80) 

.302 

(20) 

.392 

+.  091 

Rehabilitation.—    . 

+90.0 

(60) 

.022 

(40) 

.042 

+.020 

Recovery     ...   

+15.0 

(80) 

.204 

(20) 

.234 

+.030 

Surgery  __.   

+10.0 

(80) 

.912 

(20) 

1.003 

+.090 

Technical  services                           .     ...  — 

+5.0 

(80) 

.211 

(20) 

.221 

+.010 

Total  (excluding nursing)..     .    — 

8. 037 

8.698 

+.661 
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Summary  of  estimated  labor  requirements  for  age  groups  under  65,  and  over  65 
for  nursing  and  including  other  hospital  departments  and  services 


Department 

Estimated 
percent 
increased 
workload 
for  patients 
over  65 

Estimated  actual  weighted 
average  hours  per  patient- 
day  based  on  estimated 
patient  mix 

Estimated 

actual 
hours  per 
patient-day 
difference 
for  patients 
over  65 

Under  65 

Over  65 

Nursing  

36.6 
8.2 

4.480 
8.037 

6.120 
8.698 

1.640 
.661 

Other  departments  (only  those  recorded  above) . 
Total..    

18.4 

12.517 

14.818 

2.301 

Conduct  of  the  study  of  nursing  service 
Parameters: 

( 1 )  General,  short  term,  non-profit  and  proprietary  hospitals. 

(2)  Medical,  Surgical,  and  Gynecological  Nursing  Units  (excl.  I.C.U.). 

(3)  Ages  of  patients  from  10  years  old  to  90  years  old. 

(4)  Variable  diagnosis. 

(5)  Variable  bed  accommodations. 

(6)  Nursing  time  reported  includes  the  following  personnel : 
Head/Charge  Nurses. 

Registered  Nurses. 
Licensed  Vocational  Nurses. 
Orderlies. 
Ward  Clerks. 

General  Description  of  Study: 

(1)  Each  of  the  nursing  units  reported  patient's  age,  diagnosis,  day  of  stay 
and  all  procedures  performed  for  each  patient  during  the  study  period,  and/ 
or  recorded  the  patient  acuity  category  for  each  patient  during  the  study 
period.  The  CASH  office  converted  this  information  to  the  nursing  time 
requirements  per  patient  day.  ( It  should  be  noted  that  the  time  standards 
for  the  performance  of  each  nursing  procedure  were  converted  from  weighted 
averages  for  all  ages  of  patients  to  time  standards  representing  the  specific 
time  requirements  for  each  five  year  age  group  as  recorded. ) 

Conduct  of  the  survey  of  other  departments  and  services 

CASH  consultants  personally  interviewed  department  heads,  including  physi- 
cians, representing  seventeen  (17)  hospital  services  in  eight  (8)  representative 
hospitals. 


Hospital :  Bed8 

California  Hospital  304 

Bellwood  Hospital   93 

Memorial  Hospital  of  Long  Beach  440 

Donald  N.  Sharp  Hospital  308 

Doctors  Hospital — San  Diego   82 

Hollywood  Presbyterian  Hospital  343 

Garden  Park  General  Hospital   98 

San  Bernardino  Community  Hospital  228 


The  interviews  consisted  of  attempting  to  obtain  estimates  in  the  following 
areas : 

1.  Do  patients  over  65  years  of  age  require  an  increased  workload  ? 

2.  If  so,  estimate  the  increased  percent. 

3.  List  the  reasons  for  the  increase,  if  any. 

4.  What  is  the  present  estimated  ratio  of  the  number  of  patients  under  65 
and  over  65,  in  percent? 

CASH  converted  the  data  to  an  estimated  hours  per  patient  day  increase  in 
order  to  provide  a  consistent  base  for  comparison. 
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The  primary  reasons  for  the  increased  workload  are  ilsted  below : 
Department  Reasons  for  increase 

Admitting  Difficulty  in  understanding,  more  self  con- 
cern. Fewer  elective  admits.  Problems  in- 
volving an  understanding  of  insurance 
benefits. 

Business  Office  Financial  arrangemetns  and  insurance  prob- 
lems. 

Cashier  Comprehension,  financial  arrangements. 

Central  Service  Require  more  supplies,  due  to  complications 

and  longer  length  of  stay. 

Dietary  More  special  diets.  More  returns  and  ex- 
changes, increased  variety  and  types  of  food. 

Emergency  Require  more  intensive  exam,  hearing  prob- 
lems. Comprehension  problems,  incerased 
time  for  treatmetns  and  procedures. 

Housekeeping  More  spills  and  accidents  resulting  in  special 

clean  up  activities. 

I.  C.  U  .  More  attention  because  of  blood  pressure. 

Laboratory  Difficulty  in  obtaining  specimen.   Inability  to 

cooperate. 

Laundry  and  Linen  Service   Higher  percentage  of  incontinency  requiring 

more  bed  changes. 

Medical  Records  Larger  charts  due  to  longer  length  of  stay. 

Large  number  of  attending  diseases  asso- 
ciated with  primary  reason  for  admission. 

Pharmacy  Require  more  medications,  more  vitamins,  lax- 
atives, etc. 

Physical  Therapy  Repair  more  slowly,  less  comprehension.  Diffi- 
culty in  giving  treatment. 

Radiology  Difficulty  in  positioning  patient.   Difficulty  in 

making  tests.  Require  repeats.  Compre- 
hension problem,  communication  problem. 

Rehabilitation  Problems  of  emotional  and  physical  stability. 

Less  physical  endurance,  treatment.  Com- 
munication problem. 

Recovery  Room  Blood  pressure.   Watch  longer  critical  illness. 

Longer  recovery  period.  More  general  com- 
plications. 10%  longer,  by  medical  staff 
policy. 

Surgery  Complications  in  surgery.     Generally  have 

more  problems,  i.e. :  handling,  transporting, 
etc. 

Technical  Services  Difficulty  in  understanding,  comprehension. 

Difficulty  in  handling  the  patient 

Exhibits,  illustrating  the  manner  of  collecting  and  analyzing  the  information, 
are  attached. 

Please  call  or  write  if  we  can  provide  further  information  or  clarification. 
Very  truly  yours, 

Robert  H.  Edgeoumbe, 
Executive  Vice  President. 
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Mr.  Ullman.  Have  you  any  idea  why  hospital  costs  have  risen  at 
at  least  twice  the  increase  in  the  cost  of  living  in  the  country  ? 
What  factors  go  into  it  ? 

Mr.  McNerney.  Hospital  costs  go  up  disproportionately  to  the 
consumer  price  index  for  two  major  reasons,  one  of  which  is  that  they 
cannot  achieve  productivity ;  namely,  there  is  a  minimum  opportunity 
to  substitute  machines  for  men  so  that  each  new  advance  in  science 
rather  than  resulting  in  a  saving  in  manpower,  results  in  more  man- 
power. 

You  will  notice  that  the  number  of  personnel  per  bed  as  we  make 
progress  in  medicine  goes  up  rather  than  down.  So  medical  science 
has  an  Alice  in  Wonderland  impact  on  the  services  it  is  rendering. 

The  second  major  reason  is  that  more  equipment  and  supplies  are 
required  which  are  susceptible  to  normal  inflationary  influences,  but 
it  is  the  first  reason  which  is  the  most  difficult  to  overcome. 

This  probably  means  that  there  will  always  be  some  gap  between 
the  consumer  price  index  and  the  hospital  price  index.  However,  our 
challenge  is  diminishing. 

Mr.  Schneebeli.  Will  the  gentleman  yield  there  ? 

Mr.  Ullman.  Yes. 

Mr.  Schneebeli.  One  of  them  told  me  that  the  new  $1.40  hour  min- 
imum on  February  1  in  hospitals  caused  his  hospital  an  increase  of  $5 
per  day,  per  room.  I  think  this  also  is  a  factor,  it  not  only  raises  the 
minimum  to  $1.40  but  it  pushed  up  the  whole  range  of  wages  from 
that  point  on. 

I  said,  "Can  you  substantiate  this?" 

And  he  said,  "I  will  be  glad  to  give  you  a  brief,  detailed  break- 
down." 

He  said  in  his  hospital  it  costs  $5  per  day  more  for  room  with  the 
effectuation  of  this  $1.40  an  hour  minimum  wage. 

Mr.  McNerney.  May  I  comment  on  that,  Mr.  Chairman  ? 

Mr.  Ullman.  Yes.  I  would  assume  that  these  indicate  hospitals 
generally  are  paying  substandard  wages  ? 

Mr.  McNerney.  This  relates  to  this  year's  cost  over  last,  yours  re- 
lated to  the  Consumer  Price  Index. 

Mr.  Ullman.  Yes. 

Mr.  McNerney.  I  think  going  back  to  your  point,  the  fact  there 
has  been  such  a  precipitous  rise  this  year  did  reflect  that  relative  to 
the  workers  producing  most  products  in  the  Consumer  Price  Index 
hospitals  paid  less. 

I  think  personally,  as  many  people  do,  that  the  employees  deserve 
the  raises  they  recently  got. 

Mr.  Ullman.  Well,  a  lot  of  us  feel  that  way,  but  the  fact  is  that  you 
are  not  just  maintaining  the  differential,  you  are  accelerating  the 
differential  between  the  consumer  index  and  the  cost  of  hospital  beds 
and  it  is  accelerating  at  a  continuing,  rapid  rate;  is  that  not  true? 

Mr.  McNerney.  Yes,  although  within  the  Consumer  Price  Index 
as  a  whole  you  get  the  reflection  for  normal  labor  increases. 

I  think  the  fact  that  the  hospital  is  beginning  to  come  up  to  them 
in  large  strides  has  had  a  short-term  transient  effect,  but  over  the  long 
pull  the  prdblem  resides  in  the  two  areas  that  I  mentioned. 

Mr.  Ullman.  I  think  there  probably  always  will  be  a  differential, 
but  the  problem  is  to  stabilize  that  differential. 
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One  final  question.  As  I  understand  your  testimony,  you  would 
have  payments  include  diagnostic  treatment  as  well  as  therapeutic 
with  no  differential  ? 

Mr.  McNerney.  Yes. 

Mr.  Ullman.  Is  this,  in  your  judgment,  a  sound  concept  of  insur- 
ance-type protection  ? 

Mr.  McNerney.  Yes.  In  the  first  instance,  it  is  often  difficult  to 
differentiate  between  what  is  diagnostic  and  what  is  therapeutic.  Of- 
ten as  part  of  the  therapeutic  episode  you  have  a  diagnostic  pro- 
cedure so  you  run  into  all  sorts  of  necessities  to  make  differentiation — 
in  addition  in  the  present  bill  they  are  garnished  with  separate 
deductibles. 

The  administrative  work  becomes  excessive. 

I  think  part  C  does  a  good  job  at  least  in  doing  away  with  the  dif- 
ferentiation in  the  benefit  periods  and  the  deductible. 

We  think  an  added  benefit  is  derived  from  doing  away  with  the 
$50  deductible  altogether,  increasing  the  co-pay,  if  necessary,  but  the 
deductible  is  an  awfully  difficult  thing  to  keep  track  of. 

Mr.  Ullman.  In  a  sense,  we  would  be  getting  into  preventive  medi- 
cine to  a  degree ;  is  that  right  ? 

Mr.  McNerney.  The  comments  that  I  have  made  don't  really  en- 
large the  program  in  terms  of  preventive  benefits. 

Mr.  Ullman.  What  about  the  general  checkup?  Would  this  in- 
clude a  general  checkup  ? 

Mr.  McNerney.  No  ;  that  is  still  excluded  under  the  law,  although 
a  diagnosis  based  on  a  complaint  is  covered. 

Mr.  Ullman.  Would  you  not  still  have  a  real  great  difficulty  of 
differentiating  between  the  diagnostic  treatment  and  a  general 
checkup  ? 

Mr.  McNerney.  The  answer  is  "Yes." 

Mr.  Ullman.  So  you  would  not  be  eliminating  

Mr.  McNerney.  Except  that  the  difficulty  does  not  reside  in  my 
part,  we  do  what  the  doctor  says  in  that  respect  unless  there  is  some 
good  reason  to  question  it,  in  which  case  we  do.  The  line  has  to  be 
drawn  by  the  physician  on  the  case. 

Mr.  Ullman.  The  gentleman  from  Pennsylvania. 

Mr.  Schneebeli.  As  I  stated,  I  had  a  conference  with  three  hospital 
administrators  in  my  district  Saturday.  Generally,  they  were  very 
pleased  with  the  help  they  were  getting  from  the  Northeast  Pennsyl- 
vania Blue  Cross  Association ;  they  found  it  very  satisfactory. 

Mr.  McNerney.  I  am  delighted  to  know  that. 

Mr.  Schneebeli.  They  had  some  specific  suggestions  for  improve- 
ment of  the  program,  on  some  of  the  details,  and  they  asked  me  how 
best  to  implement  this. 

I  told  them  that  I  thought  possibly  a  resolution  which  the  State 
Association  of  Hospital  Administrators  could  send  down  through  the 
social  security  office  would  be  the  better  approach  to  it  because  then 
they  can  get  the  overall  aspect  of  so  many  hospitals  in  the  State  of 
Pennsylvania. 

Have  you  any  additional  thoughts  to  the  suggestion  on  how  best 
to  implement  and  coordinate  this  program  ? 

Mr.  McNerney.  I  think  that  I  spelled  out  in  the  testimony  most  of 
the  thoughts  that  we  have  had.    We  have  others  that  probably  are 
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the  type  of  thing,  sir,  that  on  an  everyday  basis  we  would  be  working 
out  with  SSA  and  that  gets  into  such  small  detail  that  it  would  burden 
the  committee  to  talk  about  it. 

A  general  notion,  which  I  would  underscore  is  that  the  SSA  should 
rely  upon  the  good  judgment  and  facilities  and  practices  of  the  hos- 
pitals and  the  intermediaries  as  much  as  possible  rather  than  trying 
to  put  too  much  detail  and  rigidity  into  the  program. 

We  have  a  variegated  system  in  this  country,  many  practices  have 
grown  up.  The  trick,  as  far  as  we  are  concerned,  is  for  SSA  to  say, 
"Here  are  our  objectives,  here  is  some  criteria  and  we  will  hold  you 
accountable  and  then  let  us  run  it." 

That  would  speed  things  up  considerably. 

Mr.  Schneebeli.  In  that  connection,  they  showed  me  a  couple  of 
invoices  for  less  than  a  dollar  each  and  they  said  the  mere  processing 
of  this  would  be  a  costly  task  and  they  would  hope  that  this  would  be 
unnecessary. 

Mr.  McNerney.  Well  when  you  get  an  outpatient  program  where 
the  benefit  is  worth  $4  and  it  costs  that  or  more  to  administer  it,  one 
has  to  stop  and  think  about  the  economic  efficiency  of  the  program. 

Mr.  Schneebeli.  Thank  you. 

Mr.  Ullman.  Mr.  Watts. 

Mr.  Watts.  I  don't  know  if  this  is  a  proper  question  for  you  or 
not,  but  has  there  been  a  great  deal  of  difficulty  so  far  over  the  con- 
troversy between  the  various  hospitals  and  the  HEW  as  to  what 
factors  should  be  considered  a  part  of  the  cost  ? 

Mr.  McNerney.  If  your  question  is,  Has  there  been  controversy, 
the  answer  is  "Yes." 

Mr.  Watts.  Well,  what,  in  your  opinion,  would  be  the  cost  if  all 
of  the  facilities  were  put  on  the  same  cost  basis  insofar  as  medicare 
patients  and  other  patients  were  concerned  ?  Is  there  much  difference 
between  the  average  cost  of  furnishing  a  room  of  the  same  type,  and 
the  same  type  of  service,  for  a  medicare  patient  as  there  is  for  a  regular 
patient  ? 

Mr.  McNerney.  This  is  a  subject  that  I  am  sure  the  American  Hos- 
pital Association  

Mr.  Watts.  I  am  sure  they  will,  too.  That  is  why  I  want  to  press 
the  remark.  I  want  to  get  your  remarks  as  well  as  theirs. 

Mr.  McNerney.  Well,  if  you  ask  me,  I  will  give  it  to  you.  Within 
the  room  and  board  which  is  set  the  same  

Mr.  Watts.  Set? 

Mr.  McNerney.  It  is  set  the  same  for  all  patients  varying  only  with 
the  accommodation,  private,  semiprivate,  or  ward,  but  let  us  consider 
semiprivate,  as  an  example.  In  that  charge  there  are  varying  amounts 
of  nursing  care  rendered  not  reflected  by  the  charge. 

I  think  that  the  American  Hospital  Association  will  get  into  detail 
with  you  that  whereas  the  aged  use  lesser  ancillaries,  that  is  extra 
services,  within  the  room  and  board  charge,  they  use  more  nursing  care, 
so  you  come  out  about  even. 

Mr.  Watts.  About  even  ? 

Mr.  McNerney.  In  other  words,  even  though  the  aged  use  less  an- 
cillaries, the  fact  that  they  use  more  nursing  care  and  other  elements 
buried  within  the  daily  service  charge ;  means  that  their  average  ex- 
perience is  about  comparable  to  someone  who  uses  a  greater  number  of 
ancilliary  services  but  a  fewer  number  of  nursing  services. 
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Mr.  Watts.  In  other  words,  if  I  follow  you,  they  come  out  about 
the  same  ? 

Mr.  McNerney.  Yes  and  the  average  per  diem  formula  is  much 
simpler  to  administer  and  it  is  no  less  equitable. 

Mr.  Watts.  In  other  words,  it  is  your  opinion,  then,  that  if  all  of 
them  were  put  on  the  same  charge  basis  it  would  not  make  a  very  great 
difference  as  far  as  the  expenditures  out  of  social  security  fund  is 
concerned  ? 

Mr.  McNerney.  I  would  have  to  correct  that.  If  you  take  advan- 
tage of  the  fact  that  buried  within  the  room  and  board  charges  are  the 
main  differences  that  the  aged  have  over  the  others,  then  you  can  get 
a  lesser  rate  by  staying  on  KCC. 

Mr.  Watts.  I  didn't  follow  that,  sir. 

Mr.  McNerney.  Well,  it  is  an  advantage  to  the  Government  to  pay 
on  a  RCC  basis  because  it  ends  up  paying  less  than  average  per  diem 
overall. 

In  some  hospitals,  yes ;  some,  no,  'but  in  general,  less. 

Mr.  Watts.  How  much  difference  does  it  ordinarily  make? 

Mr.  McNerney.  The  estimate  is  8  percent  but  until  we  reconcile 
these  statements  and  get  our  year-end  closed  and  our  comparisons 
made,  it  is  only  speculation,  sir. 

Mr.  Watts.  Is  it  8  percent  overall  ? 

Mr.  McNerney.  Yes,  sir. 

Mr.  Watts.  In  other  words,  that  would  do  away  with  an  awful  lot 
of  arguments ;  make  it  simplier  to  administer  ? 

Mr.  McNerney.  The  simplicity  of  administration  is  without  argu- 
ment, I  think.    The  question  of  equity  is  still  under  some  discussion. 

Mr.  Watts.  There  could  be  no  questions  of  equity,  either,  if  it  were 
settled  on  that  basis  ? 

Mr.  McNerney.  I  share  that  view,  but  I  have  not  thrilled  too  many 
people  with  that  view  yet. 

Mr.  Watts.  Still,  on  the  other  hand,  is  it  your  opinion  that  there 
is  a  differential  of  8  percent  ? 

Mr.  McNerney.  Well,  I  will  tell  you  the  truth.  I  asked  a  member 
of  my  staff  before  I  sat  down  here  and  that  is  what  he  told  me,  and  God 
help  him  if  he  is  wrong,  but  I  honestly  don't  know  what  it  is  going 
to  be. 

Mr.  Watts.  I  am  sure  that  it  varies  from  hospital  to  hospital. 

Mr.  McNerney.  That  is  true  because  in  a  large  teaching  institution 
with  an  active  teaching  program  the  aged,  since  most  of  them  are 
referrals  having  had  very  complicated  conditions  and  perhaps  sub- 
sidiary conditions,  are  apt  to  cost  more  on  an  RCC  formula.  There- 
fore, you  get  the  situation  in  which  the  teaching  hospitals,  where  the 
intense  case  might  be,  pulling  for  it  the  others  against  it. 

Actually,  the  only  true  equity  would  result  from  breaking  all  serv- 
ices down  and  putting  charges  on  each,  charging  for  meals,  charging 
for  nursing  services,  and  so  forth,  so  you  would  know  on  a  quantitative 
basis  what  the  relative  frequencies  of  use  were. 

Mr.  Watts.  If  the  amount  was  made  level  all  the  way  through,  of 
course,  you  might  increase  some  of  the  payments  on  the  medicare 
patient.  But  at  the  same  time  would  that  not  have  the  tendency  of 
allowing  the  average  to  go  down  some  even  if  one  segment  of  it  was 
up  a  little  bit? 
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These  hospitals  are  supposed  to  operate  on  a  cost  basis  anyway, 
aren't  they,  sir  ?  If  you  take  one  category  of  patients  and  their  cost 
went  up  a  small  percentage,  would  that  not  reduce  the  level  of  all 
costs  ?  Did  your  men  take  that  into  consideration  when  he  gave  you 
the  8 -percent  figures? 

Mr.  McNerney.  I  don't  know. 

Mr.  Watts.  You  see  what  I  am  talking  about,  don't  you  ?  In  other 
words,  if  you  have  one  group  of  patients  under  medicare  whose  costs 
are  allowed  to  go  up  a  little  bit,  then  that  certainly,  if  a  hospital  is 
operating  on  a  cost  basis,  this  ought  to  have  a  tendency  to  lower  the 
cost  to  the  hospital  of  the  other  patients. 

Mr.  McNerney.  Theoretically,  you  are  right,  but  let  me  say  that 
the  

Mr.  Watts.  You  mean  they  would  find  some  other  way  of  using  it  ? 

Mr.  McNerney.  You  took  the  words  out  of  my  mouth. 

Actually,  you  can't  blame  the  average  hospital  for  wanting  to  do  a 
better  job  and  that  motivation  is  really  the  strength  of  our  system. 

Mr.  Watts.  It  is  tremendously  costly  to  modernize  equipment,  isn't 
it? 

Mr.  McNerney.  That  is  right,  so  the  trick  is,  in  my  view,  not  dis- 
couraging that  motivation  but  controlling  the  capital  structure  so  that 
not  all  hospitals  automatically  increase  because  they  now  exist. 

Mr.  Watts.  On  what  basis  does  the  HEW  arrive  at  the  cost  ?  Did 
they  take  a  certain  percent  of  the  regular  charge  and  just  say  that  is 
the  cost  for  medicare  patients  or  do  they  make  a  separate  calculation 
for  each  hospital  ? 

Mr.  McNerney.  They  separately  calculate  each  hospital. 

Mr.  Watts.  Do  they  do  it  yearly  ? 

Mr.  McNerney.  Yes.  They  pay  on  an  estimated  rate  through  the 
intermediary  more  frequently  than  that,  daily,  weekly,  monthly,  but 
the  final  reconciliation  is  on  a  yearly  basis,  and  it  is  not  a  percentage 
of  charges ;  it  is  on  a  cost  negotiated  in  terms  of  certain  contracts. 

Mr.  Watts.  You  have  not  this  yourself,  but  I  am  sure  it  would  be 
available  within  the  records  of  your  organization.  Do  you  know  the 
percentage  of  difference  for  the  same  service  as  between  a  person  over 
65  and  a  person  under  65,  and  does  it  ordinarly  run  below  8  percent? 
Maybe  that  is  where  he  got  his  information ;  I  don't  know. 

Mr.  McNerney.  Let  me  say  this.  If  you  put  it  on  the  frequency 
of  service  

Mr.  Watts.  I  \vas  talking  about  average  per  diem  or  the  average 
bill  for  

Mr.  McNerney.  The  program  is  too  new  for  me  to  give  you  an 
answer  other  than  the  opinion  expressed.  It  is  just  that  we  have  not 
closed  out  the  first  year  yet,  you  see. 

Mr.  Watts.  Do  you  think  that  full  utilization  is  being  made  of 
hospitals  by  people  under  medicare? 

Mr.  McNerney.  I  rather  think  that  one  of  the  influences  that  medi- 
cal science  is  going  to  have  is  to  keep  people  alive  longer  and  this  is 
going  to  be  the  result  of  more  complex  diagnostic  and  therapeutic  pro- 
cedures. This  is  going  to  mean,  among  other  things,  that  the  intensity 
of  care  for  the  aged,  if  anything,  is  going  to  increase  and  you  are  going 
to  find  not  only  more  intensity  within  the  daily  room  charge  of  nursing 
but  you  are  going  to  find  the  greater  use  of  ancillary  services,  as  well. 
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So,  I  would  look  for  the  aged  to  have  a  more  intense  cost  experience 
in  the  future. 
Mr.  Watts.  Than  the  present  record  shows  ? 
Mr.  McNerney.  Right. 
Mr.  Watts.  That  is  all,  Mr.  Chairman. 
The  Chairman.  Mr.  Battin? 

Mr.  Battin.  As  I  understood,  Blue  Cross  is  opposed  to  any  reduc- 
tion. 

Mr.  McNerney.  Generally ;  yes. 

Mr.  Battin.  Just  a  minute  ago  you  discussed  a  program  of  supple- 
mental insurance  that  took  care  of  the  deductible  that  would  cost  about 
$6.80  a  month. 

Mr.  McNerney.  Depends  on  the  plan.  It  could  be  that. 

Mr.  Battin.  Would  $6.80  be  an  average  high  or  low  ? 

Mr.  McNerney.  For  Blue  Cross  and  Blue  Shield,  it  would  be  an 
average.  Just  for  Blue  Cross  it  would  be  maybe  $3.50  of  that. 

Mr.  Battin.  If  you  took  that  statement  and  looking  at  both  plan  A 
and  plan  B  and  took  the  20  million  people  over  65  and  eligible  that 
would  receive  this,  it  would  run  something  like  $1,017  million.  That 
would  have  to  be  somehow  raised  through  taxes. 

Mr.  McNerney.  Well,  earlier  in  the  day  I  made  mention  of  the  fact 
that  if  the  $50  deductible  under  a  new  B  program  that  encompassed 
also  the  out-patient  benefits  under  A,  if  that  deductible  were  done 
away  with  and  the  copayment  were  increased  so  instead  of  being  80-20 
it  were  75-25  or  70-30,  then  it  would  probably  cost  somewhere  in  the 
neighborhood  of  an  extra  dollar  per  month  per  voluntary  subscriber 
under  part  B,  matched  by  a  dollar  of  the  Government. 

So,  that  is  our  estimate  which  partly  changes  your  figures  by  the 
increase  of  the  copayment. 

Mr.  Battin.  No  deductible  ? 

Mr.  McNerney.  That  would  go  to  zero.  The  savings  would  be 
incalculable  because  of  the  amount  of  administrative  work  that  is  now 
involved  in  the  program  which,  to  me,  is  not  only  a  cost  thing  but  it 
is  terribly  confusing  to  the  aged. 

The  Chairman.  Any  further  questions  ? 

If  not,  Mr.  McNerney,  we  certainly  appreciate  your  coming  to  the 
committee  and  helping  us  with  these  problems. 

Mr.  McNerney.  Thank  you  for  the  opportunity. 

The  Chairman.  Dr.  Ackerman  and  Mr.  McCabe. 

Dr.  Ackerman,  you  have  been  with  us  before.  If  you  would  identify 
yourself  in  this  record,  we  would  appreciate  it. 

STATEMENTS  OP  CARL  R.  ACKERMAN,  M.D.,  CHAIRMAN,  BOARD  OF 
DIRECTORS,  NATIONAL  ASSOCIATION  OF  BLUE  SHIELD  PLANS, 
AND  JOHN  C.  McCABE,  PRESIDENT,  MICHIGAN  BLUE  SHIELD; 
ACCOMPANIED  BY  JOHN  W.  CASTELLUCCI,  EXECUTIVE  VICE 
PRESIDENT,  NATIONAL  ASSOCIATION  OF  BLUE  SHIELD  PLANS, 
AND  JAMES  D.  KNEBEL 

Dr.  Ackerman.  Mr.  Chairman  and  members  of  the  committee,  I  am 
Dr.  Carl  R.  Ackerman,  a  practicing  physician  in  New  York  City  and 
chairman  of  the  board  of  the  National  Association  of  Blue  Shield 
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Plans.  With  me  is  Mr.  John  C.  McCabe,  to  my  right,  president  of  the 
Michigan  Blue  Shield,  and  Mr.  John  W.  Castellucci,  executive  vice 
president  of  the  National  Association  of  Blue  Shield  Plans,  and  Mr. 
James  Knebel.  The  association  coordinates  the  activities  of  84  Blue 
Shield  plans  in  the  United  States,  Puerto  Rico,  and  Canada,  which 
provide  prepaid  medical  and  surgical  coverage  for  59  million  people. 

Additional  millions  who  do  not  have  regular  Blue  Shield  protection 
or  supplementary  coverage  to  medicare  are  served  by  Blue  Shield 
under  various  governmental  programs  including  titles  XVIII  and 
XIX  of  medicare,  military  dependents  medical  care  program,  and 
State  and  local  welfare  programs.  Thus,  Blue  Shield  is  today  serving 
some  TO  million  persons — 64.5  million  of  whom  are  residents  of 
the  United  States.  This  represents  about  one-third  of  the  U.S. 
population. 

It  is  a  privilege  for  me  to  appear  before  you  today  to  discuss  Blue 
Shield's  overall  experience  with  part  B  of  title  XVIII,  and  to  present 
our  recommendations  for  improving  the  administration  of  this  pro- 
gram. We  are  also  pleased  to  have  the  opportunity  to  comment  on 
those  sections  of  H.R.  5710  which  relate  to  titles  XVIII  and  XIX. 

As  part  of  our  presentation,  Mr.  McCabe  will  describe  the  actual  ad- 
ministrative experiences  his  plan  has  encountered,  which  are  typical 
of  various  other  Blue  Shield  part  B  carriers. 

BLUE   SHIELD  AND  MEDICARE 

Mr.  Chairman,  as  you  are  well  aware,  after  the  passage  of  medicare, 
33  Blue  Shield  plans  were  selected  to  serve  as  part  B  carriers  for  60 
percent — roughly  10  million — of  the  beneficiaries.  It  is  important  to 
remember  that  prior  to  medicare,  Blue  Shield  was  providing  medical- 
surgical  protection  to  some  5  mil] ion  of  the  Nation's  aged,  and  has  first- 
hand knowledge  of  their  needs. 

We  are  oriented  toward  providing  benefits  in  a  smooth,  trouble-free, 
efficient  maimer  with  the  least  amount  of  administrative  expense.  The 
primary  intent  of  our  testimony  today  is  to  suggest  methods  to  sim- 
plify part  B  as  much  as  possible  so  that  we  can  provide  the  same  excel- 
lent and  helpful  service  to  those  aged  whom  we  serve  under  medicare. 

Blue  Shield  has  had  a  quarter  century  of  experience  in  prepaying 
medical  and  surgical  services.  It  has  underwritten  many  national  pro- 
grams— both  private  and  governmental — and  it  has  met  its  respon- 
sibility successfully.  Today,  seven  out  of  10  of  the  largest  industrial 
corporations  have  Blue  Shield  for  their  employees. 

In  a  new  program,  we  are  always  aware  that  problems  will  arise 
and  that  it  takes  time  to  solve  them.  Medicare  is  a  new  and  ATery  com- 
plex program ;  some  problems  have  arisen ;  and  Ave  are  actively  seek- 
ing solutions. 

Since  the  passage  of  medicare,  there  Avere  many  ongoing  meetings 
involving  Blue  Shield  and  consultations  among  plans  as  to  the  opera- 
tion of  the  new  program.  On  January  5, 1967,  a  meeting  of  chief  ex- 
ecutives of  Blue  Shield  part  B  medicare  carriers  was  held  at  which  it 
was  agreed  that  the  National  Association  of  Blue  Shield  Plans  should 
set  up  evaluation  teams  to  visit  carrier  plans.  The  purpose  of  these 
visits  was  to  critique  the  medicare  operations  and  make  recommenda- 
tions to  improve  the  administration  of  the  program. 
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The  evaluation  teams  were  organized  and  began  visiting  plans  on 
January  30.  Thus  far,  all  but  seven  of  the  33  plans  have  been  visited, 
and  the  other  evaluations  will  be  completed,  we  expect,  by  March  10. 

Our  study  showed  that  the  management  decisions  by  the  plans — an 
essential  ingredient  to  effective  operations — have  been  taken  away  by 
restrictive  regulations  and  voluminous  and  detailed  administrative 
instructions.  Furthermore,  the  centralization  of  the  records  at  the 
social  security  headquarters  in  Baltimore,  and  the  statistical  require- 
ments imposed  under  part  B  are  making  the  program  unduly  com- 
plicated, cumbersome,  less  efficient,  and  more  costly. 

Despite  these  difficulties,  we  found  that  most  of  the  plans  are  per- 
forming well.    Where  needed,  we  are  arranging  technical  assistance. 

But  a  key  point  we  wish  to  make  is  that  under  present  arrangements, 
carriers  can  keep  up  with  the  incoming  claims  only  at  the  expense  of 
an  all-out  effort  and  extra  hours  of  work.  This  means,  of  course,  high 
administrative  costs. 

CARRIER  ROLE 

Mr.  Chairman,  recognizing  that  it  is  not  always  fair  to  quote  a  public 
figure  but  with  a  firm  confidence  in  your  legislative  knowledge  and 
sincerity,  I  would  like  to  recall  your  view  of  the  part  B  carrier  role. 
In  an  article  in  the  February  1966  issue  of  The  Keporter  published 
by  Medical  Service  of  the  District  of  Columbia  you  were  quoted  as 
follows : 

The  formula  of  administration  we  devised  in  the  Committee  on  Ways  and 
Means,  we  believe,  will  preserve  all  of  the  prerequisites  of  the  medical  profession 
while  helping  the  aged  meet  the  cost  of  necessary  physicians'  service.  Our  plan 
was  based,  to  a  large  degree,  on  the  experience  of  the  Blue  Shield  organization. 
Under  the  medical  insurance  programs,  private  organizations,  such  as  yours,  will 
play  an  even  greater  role  than  their  role  in  the  hospital  insurance  program. 
The  administrative  role  of  the  carrier  is  extensive — it  carries  on  almost  all  of 
the  activities  it  would  undertake  if  it  was  the  actual  insurer  rather  than 
the  agent.  The  Department  of  Health,  Education  and  Welfare  oversight  of  the 
program  is  restricted,  in  the  main,  to  the  contract  renewal  process. 

We  are  deeply  indebted  to  you,  your  committee,  and  Congress  for 
your  wisdom  in  seeking  to  make  extensive  use  of  the  experience  and 
abilities  of  private  carriers  to  administer  the  program.  This  concept 
of  the  part  B  carrier's  role  is  the  one  we  think  is  implied  in  the  law 
and  the  one  envisioned  by  Blue  Shield  plans  when  they  applied  for 
the  carrier  role. 

It  also  parallels  the  thoughts  of  the  Secretary  of  Health,  Education, 
and  Welfare,  John  W.  Gardner,  when  he  addressed  the  American 
Medical  Association's  Conference  on  Public  Law  89-97,  October  1, 
1965,  in  Chicago. 

The  new  financial  arrangements,  the  Secretary  said,  will  "bring  no 
drastic  departure  from  insurance  procedures  familiar  to  all." 

At  this  same  meeting,  Mr.  Arthur  E.  Hess,  Director,  Bureau  of 
Health  Insurance,  Social  Security  Administration,  told  the  conference 
that  he  believes  Public  Law  89-97  represents — 

a  vote  of  confidence  in  policies  and  procedures  worked  out  in  the  voluntary  sector 
by  third-party  agencies.  It  reflects  a  conviction  by  the  Congress  that  the  volun- 
tary organizations  that  have  been  engaged  with  the  help  of  medicine  in  financing 
health  care  can  be  entrusted  with  added  public  responsibilities. 
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During  the  many  months  of  work  that  went  into  the  implementation 
of  medicare,  we  were  greatly  impressed  with  the  dedication  and 
energy  of  the  Social  Security  Administration  staff.  They  were  able, 
through  herculean  effort,  to  get  the  administrative  machinery  as- 
sembled to  undertake  this  vast  health-care  program. 

However,  in  their  zeal  to  launch  this  new  program,  we  believe  they 
lost  a  certain  perspective  of  the  intent  of  the  law  and  took  away  from 
carriers  the  management  flexibility  required  to  perform  the  very 
functions  for  which  they  were  selected. 

In  the  preimplementation  period — July  31,  1965,  to  July  1,  1966— 
there  were  three  broad  issues  that  were  of  particular  concern  to  Blue 
Shield:  (1)  Would  the  carriers  have  the  recordkeeping  responsibility 
with  respect  to  the  actual  operations  of  the  program?  (2)  TTould  the 
statistical  reporting  requirements  place  undue  burdens  on  the  carriers? 
(3)  Would  the  carriers  have  the  responsibility  for  determining  reason- 
able charges  ? 

Examinations  of  these  three  points  are  in  order  because  they  indi- 
cate the  uncertainty  and  the  sometimes  rapid  turnabout  that  marked 
this  period.  They  also  show  key  turning  points  which  were  to  have 
great  impact  on  the  ongoing  administration  of  the  program. 

RECORDS  AXD  STATISTICS 

Blue  Shield  Plans  had  anticipated  that — consistent  with  good  ad- 
ministrative procedures — they  would  be  primarily  responsible  for  the 
recordkeeping  functions  under  the  program.  The  carriers  also  be- 
lieved that  the  requirements  for  providing  statistical  information  to 
the  Social  Security  Administration  would  pose  little  difficulty? 

As  late  as  January  1966  it  was  stated  at  meetings  between  systems 
people  from  the  Social  Security  Administration  and  Blue  Shield  that 
the  administration  of  medicare  would  be  on  a  decentralized  basis.  The 
claim  file  and  history  record  of  each  beneficiary  was  to  be  held  by  the 
carrier  with  only  a  record  of  payments  by  beneficiary  recorded  cen- 
trally in  Baltimore. 

On  February  17,  1966 — after  the  carrier  selections  were  an- 
nounced— the  Blue  Shield  Steering  Committee  on  Medicare  met  with 
the  Social  Security  Administration  staff,  and  learned  for  the  first  time 
that  a  reversal  had  been  made  in  the  recordkeeping  approach.  Social 
Security  Administration  representatives  said  they  would  maintain  the 
current  status  of  the  deductible  and  the  cumulative  outpatient  psy- 
chiatric payments.  Social  Security  Administration  said  further  that 
carriers  would  make  payment  only  for  services  rendered  in  their 
assigned  area, 

With  this  decision,  the  complexion  of  the  medicare  program  changed. 
Instead  of  carriers  having  control  and  immediate  access  to  beneficiary 
records  locally,  they  would  have  to  rely  on  social  security  headquar- 
ters in  Baltimore. 

An  area  of  particular  concern  to  the  plans  has  been  the  activities 
of  the  Office  of  Research  and  Statistics.  Its  staff  had  met  with  the 
representatives  of  the  Social  Security  Administration.  Blue  Shield, 
and  the  commercial  insurance  companies  on  October  20,  1965. 

At  that  time  it  was  agreed  that  combining  the  administrative  data 
needed  for  the  processing  of  claims  and  statistical  data  for  analyses 
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of  the  program  would  require  a  very  complex  reporting  system,  and 
certain  uniform  coding. 

It  was  decided,  therefore,  to  separate  the  administrative  reporting 
from  the  statistical  reporting,  and  that  a  minimum  of  information 
would  be  required  for  administrative  purposes,  such  as  name  of  bene- 
ficiary, claim  number,  and  amount  paid  on  his  behalf.  It  was  also 
agreed  that  for  statistical  purposes,  a  sampling  of  paid  claims  would 
be  used.  The  Office  of  Research  and  Statistics  indicated  that  it  wanted 
a  5-percent  sampling,  which  in  view  of  the  claims  volume,  appeared 
to  be  a  high  percentage. 

On  February  23-24,  another  meeting  was  held  between  the  Blue 
Shield  steering  committee  and  Social  Security  Administration  repre- 
sentatives. At  this  meeting,  it  was  discovered  that  the  Office  of  Re- 
search and  Statistics  of  the  Department  of  Health,  Education,  and 
Welfare  now  wanted  fully  punched  paid  claim  cards  on  all  medicare 
bills  using  a  standard  statistical  coding  system. 

Blue  Shield  strongly  opposed  this.  The  committee  pointed  out  that 
ORS  was  already  getting  a  very  high  sampling  of  claims.  The  Blue 
Shield  representatives  also  emphasized  that  it  would  be  expensive  and 
very  difficult  in  the  short  time  remaining  to  integrate  a  unique  coding 
system  into  existing  processing  procedures. 

Despite  the  Blue  Shield  steering  committee's  strong  opposition  to 
what  it  considers  costly  and  unnecessary  statistical  requirements,  word 
was  received  that  the  request  of  the  Office  of  Research  and  Statistics 
had  been  approved. 

The  decision  was  to  inflate  the  administrative  costs  of  medicare  be- 
cause the  expense  of  gathering  these  data  would  not  be  reported  sep- 
arately. I  believe  this  situation  may  not  only  be  of  concern  to  us,  but 
to  those  in  government  who  are  directly  responsible  for  the  perform- 
ance of  the  medicare  program. 

REASONABLE  CHARGES 

The  law  and  the  criteria  for  carriers  stated  that  the  determination 
of  reasonable  charges  under  part  B  would  be  the  responsibility  of  the 
carriers.  The  situation  changed  abruptly  in  March  1966  when  the 
Social  Security  Administration  conducted  a  series  of  regional  medi- 
care meetings  in  New  York,  Atlanta,  Chicago,  and  San  Francisco. 

At  these  meetings,  Social  Security  Administration  spokesmen  state3 
that  in  determining  reasonable  charges,  the  carriers  would  have  to  fol- 
low Social  Security  Administration  guidelines  and  instructional  mate- 
rial, and  would  be  required  to  submit  a  report  by  June  1  setting  forth 
how  they  intend  to  determine  reasonable  charges. 

After  issuing  a  series  of  documents  on  this  subject,  the  criteria  for 
determination  of  reasonable  charges  was  just  published  in  the  Federal 
Register  on  February  8, 1967. 

These  regulations  tend  to  define  reasonableness  of  charges  in  ac- 
cordance with  rigid  statistical  formulas.  Obviously,  these  rigid  for- 
mulas do  not  allow  the  carrier  to  use  its  judgment,  so  needed  to  reflect 
the  pattern  or  charges  in  its  own  locality. 
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MANUAL  AND  INTERMEDIARY  LETTERS 

On  July  1,  1966,  Medicare  was  theoretically  ready  to  go  into  full 
operation.  However,  it  became  apparent  that  many  important  de- 
tails had  not  been  settled. 

For  example,  the  official  part  B  intermediary  manual  was  not  re- 
ceived by  the  carriers  until  after  the  program  went  into  operation,  and 
there  were  significant  changes.  Prior  to  that  time,  the  carriers  had  to 
base  their  preparations  on  a  preliminary  manual  which  was  marked 
"For  Discussion  Purposes  Only." 

A  key  89-page  section  of  the  part  B  intermediary  manual  dealing 
with  fiscal  administration  was  not  issued  by  the  Social  Security  Ad- 
ministration until  August  5,  1966.  And  in  the  8  months  that  the  pro- 
gram has  been  in  operation,  26  intermediary  manual  revisions  have 
been  issued. 

Between  March  25  and  June  30,  1966,  76  intermediary  letters  were 
issued.  Since  July  1,  1966,  the  opening  day  of  Medicare,  124  more 
intermediary  letters  were  issued.  Mr.  Chairman,  these  200  inter- 
mediary letters  now  total  1,017  pages. 

The  issuance  of  the  many  hundreds  of  changes  made  in  the  pro- 
gram through  manual  revisions  and  intermediary  letters  is  to  a 
degree  understandable.  Part  B — as  compared  to  part  A  of  Medi- 
care— is  a  new  program  and  the  Social  Security  Administration  staff 
did  not  have  a  full  appreciation  of  the  administrative  problems  it 
posed.  HoAvever  understandable,  these  changes  produced  many  delays 
in  the  handling  of  claims. 

Furthermore,  the  continuation  of  the  issuance  of  new  regulations 
in  an  on-going  manner  will  add  further  delay  to  the  Medicare  opera- 
tion in  the  future.  This  issue  needs  clarification  by  legislation  or  regu- 
lation to  enable  plans  to  perform  up  to  their  capabilities  in  the  future. 

CARRIER  EXPERIENCE 

At  this  point  in  our  testimony,  Mr.  Chairman,  I  would  like  to  turn 
the  microphone  over  to  Mr.  John  McCabe  who  can  describe  his  ex- 
periences as  the  director  of  a  part  B  Blue  Shield  carrier. 

The  Chairman.  Mr.  McCabe. 

STATEMENT  OF  JOHN  C.  McCABE,  PRESIDENT,  MICHIGAN  BLUE 

SHIELD 

Mr.  McCabe.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  John  C.  McCabe.  I  am  president  of  Michigan  Blue  Shield  and 
I,  too,  appreciate  the  opportunity  to  appear  before  this  honorable  body 
to  discuss  the  Medicare  program. 

Michigan  Blue  Shield  is  new  to  Medicare  but  not  new  to  the  health 
care  business. 

Michigan  Blue  Shield  was  organized  in  1939,  in  the  great  city  of 
Detroit  and  home  of  a  distinguished  member  of  this  committee,  the 
Honorable  Mrs.  Martha  W.  Griffiths. 

Michigan  Blue  Shield  was  one  of  the  first  voluntary  prepayment 
plans  in  the  Nation.   Today  we  are  one  of  the  largest.   We  pay  out 
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more  dollars  for  health  care  than  any  Medicare  plan  in  the  Nation, 
and  we  do  it  at  one  of  the  lowest  administrative  costs. 

We  are  also  proud  to  report  that  more  than  half  of  the  8  million  men, 
women,  and  children  in  our  great  State  are  members  of  Michigan  Blue 
Shield. 

Our  record  of  service  to  the  community  and  our  working  relation- 
ship with  the  providers  of  care  prompted  us  to  apply  for  part  B  of  the 
program. 

It  is  to  that  stewardship  I  address  my  remarks  today. 

Michigan  Blue  Shield  is  responsible  for  payment  of  medical  services 
for  691,000  persons  enrolled  in  part  B,  or  nearly  95  percent  of  the  per- 
sons eligible  for  medicare  in  Michigan. 

We  have  had  to  hire  and  train  the  equivalent  of  293  full-time  em- 
ployees as  against  the  900  we  now  have  and  present  plans  indicate  we 
will  hire  and  train  at  least  150  more  by  the  end  of  1967. 

We  are  proud  of  the  fact  that  we  have  implemented  medicare  while 
operating  a  structure  covering  more  than  4,250,000  Michigan  residents, 
processing  3,133,000  claims  per  year  and  maintaining  our  leadership 
in  the  field. 

We  created  an  entire  medicare  operation  unit  where  none  existed 
before. 

The  Bible,  if  you  pardon  a  reference  to  the  Almighty,  tells  us  of  an- 
other great  creation  wherein  the  Creator  rested  on  the  seventh  day. 

But  at  Michigan  Blue  Shield — the  seventh  day  is  generally  a  work- 
day because  we  are  trying  to  keep  up  with  the  claims  volume  and  some 
of  the  additional  layers  of  administrative  activity  generated  from 
Baltimore. 

The  aforementioned  comments  are  not  made  for  self  or  organiza- 
tional adulation.  They  are  merely  intended  to  indicate  to  this  com- 
mittee that  we,  at  Michigan  Blue  Shield,  feel  we  know  something  about 
medical  economics  and  the  administrative  support  work  necessary  in 
that  field.  More  important,  we  think  what  we  know  and  have  in  the 
way  of  expertise  characterizes  other  Blue  Shield  plans. 

What  has  happened  in  Michigan  since  July  1,  1966,  has  happened 
generally  to  Blue  Shield  plans  serving  as  carriers  for  the  Federal 
Government. 

We  have  been  swamped  with  letters,  directives,  and  regulations  from 
dedicated  SSA  officials.  They  have  provided  some  of  the  answers  we 
needed.  And  this  is  good.  But  at  the  same  time  they  have  often  made 
it  necessary  for  us  to  replan,  retrain,  and  reprogram  procedures  in 
many  areas  of  our  claims-processing  system. 

These  changes  have  been  thrust  upon  us — and  the  other  carriers — 
at  a  time  when  we  have  been  swamped  with  operational  problems  aris- 
ing from  the  newness  of  the  program. 

CLAIMS 

Let  me  cite  some  examples.  One  problem  concerns  the  condition  of 
incoming  claims.  About  half  being  submitted  are  "clean"  which 
means  they  can  be  processed  and  paid  without  delay.  The  other  half 
falls  into  a  number  of  categories  which  require  extraordinary  handling. 
Some  of  these  must  be  returned  because  they  are  incomplete.  Others 
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must  be  suspended  because  information,  which  hopefully  can  be  ac- 
quired without  returning  the  document,  is  missing.  Still  other  claims 
are  received  as  a  conglomeration  of  pieces  of  paper  which  must  be 
transposed  to  documents  with  which  the  clerical  staff  can  work. 

One  of  the  biggest  paperwork  problems  results  from  the  recipted  bill 
requirement  which  prevents  the  carrier  from  reimbursing  the  bene- 
ficiary a  portion  of  his  medical  expense  unless  he  has  receipts,  properly 
made  out  and  attached  to  request  for  payment  forms.  This,  as  you 
know,  is  the  requirement  in  the  law  which  means  the  recipient  must 
pay  the  physician  before  his  cost  can  be  reimbursed.  This  becomes 
quite  involved  when  the  beneficiary  has  been  treated  by  more  than  one 
physician. 

The  requirement  is  causing  considerable  dissatisfaction  and  some 
hardship  to  beneficiaries  because  they  cannot  pay  their  bills  in  full  and 
thereby  get  the  necessary  receipted  bill. 

This  matter  is  in  urgent  need  of  correction. 

Beneficiaries  are  not  happy  with  the  bookkeping  required  of  them 
and  they  tell  us.  Others  just  send  us  a  stack  of  receipts  or  bills  and 
let  us  sort  out  those  which  are  appropriate  to  medicare.  Sometimes 
we  get  taxi  bills.  We  have  also  had  bills  from  their  plumber. 

Some  elements  of  the  work  activity  take  three  to  four  times  longer 
under  medicare  than  under  the  regular  Blue  Shield  process. 

Just  how  much  extra  work  can  be  generated  under  medicare  may 
be  estimated  through  arithmetic  developed  by  the  Blue  Shield  plan  in 
Topeka,  Kan.  Their  mathematics  show  that  the  average  Blue  Shield 
claim  requires  78  keypunch  strokes  while  the  average  medicare  claim 
has  312  strokes. 

BENEFICIARY  EDUCATION 

Complicating  the  situation  is  the  fact  that  we  are  dealing  with  men 
and  women  who  by  reason  of  age,  infirmities  and  other  circumstances 
do  not  understand  or  grasp  the  complexities  of  the  program,  yet  they 
require  and  deserve  extraordinary  effort  and  patience.  In  this  par- 
ticular situation — this  is  characteristic  of  many  Blue  Shield  plans- 
more  than  half  of  the  people  over  65  were  on  the  regular  program. 

There  is  great  need  for  an  education  program  conducted  by  the  car- 
rier but  the  responsibility  for  such  a  program  is  now  assigned  to 
Government. 

The  Government  has  developed  literature  designed  to  answer  most 
beneficiary  questions,  but  the  people  continue  to  call  us  out  of  habit. 
Unwisely,  a  social  security  directive  initially  indicated  that  dealing 
with  recipients  was  not  a  responsibility  of  the  carrier  and,  therefore,  no 
staff  for  the  job  was  necessary.  We  knew  differently  and,  fortunately, 
made  some  preparation. 

Our  own  subscriber  service  telephone  section  which  we  share  with 
Blue  Cross  of  Michigan  has  38  persons  especially  trained  to  answer  all 
kinds  of  inquiries  and  constantly  jammed. 

We  receive  an  average  of  8,000  medicare  calls  a  month.  More  than  a 
thousand  persons  a  month  make  personal  visits  to  our  headquarters  of- 
fice in  Detroit  seeking  information  about  medicare.  These  statistics 
do  not  include  some  20  branch  offices  around  the  State. 
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CENTRALIZATION 


We  have  a  problem  relating  to  centralization  of  records  at  SS  A  head- 
quarters in  Baltimore  and  this  problem,  we  understand,  is  common  to 
other  carriers.  Under  the  present  system,  the  carrier  must  query  Balti- 
more by  wire  or  exchange  of  magnetic  tape  concerning  eligibility  of  an 
individual  or  the  status  of  his  deductible. 

The  requirement  has  caused  considerable  delays  in  processing  and 
payment  of  claims.  These  delays  have  also  created  public  relations 
problems  for  carriers,  and  I  would  suspect  the  government  as  well. 
Each  plan  has  its  own  complaint  about  the  query  process,  but  it  all  adds 
up  to  the  fact  that  days  are  added  to  the  processing  time  and  the  inci- 
dence of  error  is  compounded. 

We  are  convinced  that  much  time,  effort ,  and  money  could  be  saved 
if  recordkeeping  were  decentralized  and  each  carrier  given  responsi- 
bility for  those  beneficiaries  residing  in  its  operating  area. 


STATISTICS 


The  problem  of  research  and  statistical  requirements  presently  im- 
posed on  carriers  has  been  mentioned  previously,  but  I  would  like 
to  touch  upon  it  briefly. 

These  requirements  have  become  a  burden  because  they  demand  man- 
power at  a  time  when  manpower  is  in  short  supply,  especially  in 
skilled  jobs  and  particularly  in  the  larger  metropolitan  areas. 

We  recognize  the  importance  of  statistics  but  it  is  our  considered 
opinion  that  some  requirements  are  unnecessarily  cumbersome  and 
are  adding  substantially  to  administration  costs. 

For  example,  each  carrier  must  code  statistics  for  every  bill  processed 
and  then  keypunch  a  full  payment  record.  I  have  a  list  of  what  is 
required  if  the  committee  is  interested.  Assuming  projections  are 
reached,  all  carriers  administering  the  program  will  have  transmitted 
upward  of  25  million  individual  payment  records  for  the  first  12 
months  of  operation. 

Most  Blue  Shield  plans,  when  dealing  with  their  large  customers, 
submit  regular  reports  but  not  in  the  massive  detail  required  under  the 
medicare  program. 

Our  regular  reporting  system  has  satisfied  industry  and  we  believe 
it  would  be  satisfactory  to  government.  Essentially,  we  suggest  a 
system  of  sampling  and  audit  because  it  would  be  simpler  than  the 
present  method  and  it  would  be  less  costly. 

In  addition  to  the  massive  detail  of  statistics  we  must  supply  on  the 
payment  record,  we  must  also  reproduce  5  percent  of  all  of  the  hard 
copy  claims  we  receive  and  that  includes  attachments  which  come  in 
all  sizes,  shapes,  and  forms.  Then  we  must  transmit  the  package  to 
SS  A's  Baltimore  headquarters. 

We  estimate  the  Office  of  Research  and  Statistics  will  receive  sev- 
eral million  copies  of  claims  during  1967,  which,  of  course,  are  all 
duplicated  in  the  carrier  files. 


WORKLOAD  REPORT 


Each  month  carriers  also  must  complete  a  workload  report  theo- 
retically designed  to  summarize  the  month's  activity  according  to  the 
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number  of  bills  in  various  classifications.  This  report  requires  a  count 
and  classification  of  bills  from  receipt  to  final  handling  involving 
certain  criteria  and  determinations  which  must  be  made  on  a  manual, 
census  basis.  Likewise,  summarizajtions  required  to  complete  the 
report  involve  manual  operations.  These  manual  operations  obvi- 
ously prolong  the  work.  In  Michigan  it  takes  us  over  900  man-hours 
to  accumulate  the  date  for  this  report.  We  think  it  is  excessive  and 
so  do  many  other  Blue  Shield  plans.  Recently  SSA  suggested  that 
this  report  be  expanded  to  encompass  additional  statistics  for  reasons 
Ave  do  not  fully  understand  or  accept. 

SPLIT  PAYMENTS 

On  the  question  of  split  payments,  carriers  must  often  make  pay- 
ments to  two  parties  ,on  an  assigned  claim.  This  situation  arises  when 
it  has  been  determined  that  the  beneficiary  has  already  paid  more 
than  the  deductible  and/or  the  coinsurance  amount  to  the  provider 
of  service.  Accordingly,  the  reimbursable  amount  must  be  divided 
and  handled  by  two  separate  checks — one  to  the  physican  representing 
the  difference  between  his  reasonable  charge  and  what  the  beneficiary 
paid  him,  the  other  to  the  beneficiary  in  the  amount  of  the  so-called 
overpayment. 

This  has  had  two  consequences  for  us :  ( 1 )  From  a  financial  stand- 
point, we  have  been  late  in  issuing  checks  in  our  weekly  payment 
cycles  and  (2)  from  a  claims  standpoint,  we  have  been  forced  to  hire 
and  train  personnel,  including  claims  examiners,  correspondents,  and 
programers.  The  split  payment  system  causes  an  unrealistic  and  un- 
businesslike response  on  claims  payments  because  a  doctor  may  receive 
$17.02  and  the  beneficiary  $2.98.  Even  after  we  correctly  complete 
the  mathematical  gymnastics,  the  beneficiary  often  calls  and  questions 
what  we  have  done  and  why.  Carriers  who  were  asked  to  comment  on 
the  split  payment  technique  Avere  against  it,  but  it  Avas  implemented 
anyway. 

ADMINISTRATIVE  PROBLEMS 

The  list  of  administrative  burdens  is  long  and  tedious.  No  one  has 
yet  figured  out  Iioav  to  satisfy  claims  payments  involving  decreased 
beneficiaries  Avithout  making  the  legal  process  duplicated  more  often. 
Each  case  in  Michigan  is  delayed  an  average  of  3  Aveeks  and  each  case 
requires  4  to  5  man-hours  of  sorting,  phoning,  and  letterwriting. 

We  are  responsible  in  some  instances  for  collecting  premium  ar- 
rearages from  beneficiaries,  and  they  don't  like  that,  either. 

There  is  the  problem  of  collecting  signatures  on  1,490  claim  forms 
from  the  beneficiary  or  his  representative  payee,  and  the  physician  or 
the  person  rendering  service.  This  causes  processing  delays  and 
the  question  arises :  are  all  these  signatures  necessary  ? 

Sometimes  AAe  are  called  upon  to  determine  Avhether  a  beneficiary 
could  have  used  a  taxi  or  a  bus  instead  of  an  ambulance  in  getting  to 
a  hospital  before  Ave  can  decide  under  the  regulations  Avhether  Ave 
should  pay  the  ambulance  bill. 

ELECTRONIC   DATA  PROCESSING 

Michigan  Blue  Shield,  like  so  many  other  Blue  Shield  carriers,  is  us- 
ing electronic  data  processing  Avherever  possible.    Its  importance  to 
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the  successful  administration  of  medicare  in  the  face  of  increasing 
claims  volume  and  the  program's  eventual  growth  is  obvious. 

However,  it  must  be  recognized  that  computers  are  highly  sophisti- 
cated pieces  of  hardware  which  require  highly  skilled  personnel  to 
plan  systems.  Time  to  program  the  system  is  also  essential,  no  matter 
how  minor  a  change  in  the  procedure  may  appear. 

In  less  than  8  months,  SSA  has  directed  Michigan,  and  other  car- 
riers, to  make  27  revisions  in  the  system.  Little  or  no  leadtime  was 
provided  for  programing  such  changes.  We  have  been  unable  to  keep 
up  with  it. 

Let  me  repeat.  SSA  meant  well  but  the  revisions  and  the  manner 
in  which  they  were  implemented  often  created  more  problems  than 
they  solved. 

EFFECT  ON  REGULAR  BUSINESS 

Michigan  has  devoted  considerable  time  and  effort  to  medicare.  We 
have  borrowed  from  our  management  forces,  our  supervisors  and  our 
skilled  clerical  force.  We  have  done  so  to  demonstrate  our  ability  to 
do  the  job  and  because  we  feel  that  medicare  needed  an  extra  push  in 
its  early  stages. 

You  may  properly  inquire  why  these  points  are  being  raised  today. 
There  are  two  reasons:  (1)  to  show  the  dedication  and  contributions 
of  Blue  Shield  carrier  plans  to  the  medicare  programs,  and  (2)  to 
sharpen  our  request  for  any  help  which  will  relieve  the  carrier  of 
unnecessary  workloads. 

Mr.  Chairman,  I  have  taken  the  time  of  this  committee  to  relate 
some  of  the  hard-core  problems  which  confront  Michigan  and  other 
medicare  carriers. 

We  recognize  that  some  of  these  problems  grow  out  of  the  nature 
of  the  program. 

We  recognize  that  it  is  complicated  and  that  it  is  one  of  the  largest 
programs  of  its  type  anywhere.  Yet,  it  also  provides  a  delicate  balance 
between  the  public  and  private  sectors  in  both  the  philosophic  and 
administrative  sense  and  this  we  hope  can  be  maintained. 

We  believe  some  of  the  problems  lie  in  the  law,  some  in  the  benefit 
program,  and  some  in  the  centralized  nature  of  certain  administrative 
aspects,  as  well  as  some  of  the  interpretations  put  on  the  law  by  officials 
responsible  for  its  operation. 

We  are  proud  of  the  job  we  are  doing  in  Michigan  for  the  public, 
the  doctor,  and  for  the  Government — and  the  other  plans — and  the 
Government  can  take  its  share  of  bows,  too. 

But,  we  are  convinced  and  so  are  many  of  my  associates  in  other 
Blue  Shield  plans  that  all  of  us,  including  Government,  can  and  will 
do  a  better  job  if  certain  administrative  relief  is  afforded. 

For  specific  recommendations  Blue  Shield  has  to  offer,  I  would  like 
to  refer  you  back  to  Dr.  Ackerman. 

Thank  you. 

The  Chairman.  Dr.  Ackerman. 

STATEMENT  OF  CARL  R.  ACKERMAN— Resumed 

Dr.  Ackerman.  Mr.  Chairman,  there  are  five  sections  in  H.R.  5710 
involving  title  XVIII  on  which  the  National  Association  of  Blue 
Shield  Plans  would  like  to  comment.  We  will  also  include  at  this  point 
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in  our  testimony  Blue  Shield's  recommendations  for  improving  the 
administration  of  medicare. 

Mr.  Chairman,  section  125  of  H.R.  5710  would  extend  medicare 
benefits  to  social  security  disability  beneficiaries  under  age  65  and 
similar  qualified  railroad  retirement  annuitants.  We  respectfully 
recommend  that  section  125  be  deleted  from  H.R.  5710  because  we  be- 
lieve that  provisions  for  these  people  who  need  such  assistance  can 
be  made  through  title  XIX  programs. 

Section  128  would  increase  the  membership  of  the  National  Medical 
Review  Committee  from  nine  to  16  members.  We  support  this  pro- 
posal and  urge  that  representation  of  part  B  carriers  be  considered  in 
the  expansion  of  this  committee. 

Section  130  would  establish  a  special  part  under  the  medicare  pro- 
gram which  would  provide  for  coverage  of,  and  reimbursement  for, 
specialty  services  furnished  to  hospital  inpatients  and  services  ren- 
dered to  hospital  outpatients.  Frankly,  while  we  have  had  an  oppor- 
tunity to  look  at  this  we  are  convinced  we  are  not  prepared  at  this 
time  to  fully  explore  and  make  recommendations  as  to  this  proposal, 
and  if  permission  is  granted  we  would  ask  that  we  could  include  our 
opinion  at  a  later  date. 

The  Chairman.  We  will  be  glad  to  have  you  do  so. 

Dr.  Ackermax.  It  is  recognized  that  the  entire  outpatient  hospital 
and  diagnostic  specialty  benefits  provisions  are  badly  in  need  of  sim- 
plification. It  is  equally  true  that  any  proposal  to  simplify  the  admin- 
istration of  this  portion  of  the  medicare  program  requires  careful  eval- 
uation to  determine  whether  or  not  it  meets  the  needs  of  the  medical 
profession  and  the  hospitals. 

Section  131  would  delete  the  present  requirement  in  the  medicare 
program  under  which  a  physician  must  certify,  at  the  time  an  individ- 
ual enters  the  hospital,  that  the  hospital  services  are  needed.  We 
strongly  support  this  amendment.  There  are  existing  procedures  in 
hospitals  which  obviate  the  certification  requirement  as  presently  con- 
stituted, and  we  commend  the  wisdom  of  this  proposal.  We  believe  the 
physicians'  action  is  adequate. 

We  support  section  153  which  would  clarify  the  provision  of  part 
B  benefits  in  cases  where  the  beneficiary  dies  before  reimbursement 
under  the  program  is  made. 

Section  162  would  permit  the  payment  under  part  B  for  the  pur* 
chase  of  durable  medical  equipment.  Presently,  the  law  permits  such 
payment  only  with  respect  to  rentals  of  such  equipment.  We  think  in 
the  interests  of  efficiency  and  economy  this  change  should  be  made  and 
urge  that  the  regulation  specify  that  the  decision  as  to  whether  to  lease 
or  to  purchase  be  left  to  the  carrier. 

These  are  the  comments  we  have  on  H.R.  5710  as  it  is  presently  writ- 
ten. However,  we  would  strongly  urge  that  another  section  be  added 
which  would  be  immeasurable  assistance  to  the  public,  physicians,  and 
the  carriers  in  the  operation  of  medicare.  We  strongly  recommend  an 
amendment  which  would  allow  the  use  of  an  itemized  bill  instead  of  a 
receipted  bill  where  the  claim  is  on  a  non assigned  basis.  This  would 
reduce  a  financial  hardship  to  the  elderly,  and  promote  the  flow  of  less 
troublesome  claims  to  the  carrier.  The  recognition  of  itemized  bills 
for  use  in  direct  pay  cases  would  be  in  keeping  with  procedures  that 
have  been  used  for  many  years  by  Blue  Shield. 
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Mr.  Chairman,  and  members  of  the  committee,  we  have  attempted 
to  show  in  our  testimony  today  that  our  capacity  as  carriers  has  not 
been  used  to  the  fullest  extent.  We  firmly  believe  we  have  the  capa- 
bility and  experience  to  administer  this  program  more  effectively,  effi- 
ciently, and  economically  by  participating  in  a  more  responsible  car- 
rier role. 

We  urge  that  a  review  be  made  of  Public  Law  89-97  with  particu- 
lar attention  to  section  1842.  We  urge  that  amendments  to  the  law 
be  made  to  clarify  the  responsibility  of  part  B  carriers. 

So  that  carriers  can  utilize  their  expertise  and  administer  medicare 
in  a  more  efficient  and  economical  way,  we  make  the  following  specific 
recommendations : 

1.  Allow  the  carriers  to  exercise  management  judgment  by  letting 
them  follow  broad  policy  outlines  issued  by  the  Social  Security  Ad- 
ministration rather  than  be  bound  by  strict  and  tightly  strictured 
regulations. 

2.  Assign  responsibility  to  the  carrier  to  administer  part  B  benefits 
for  the  beneficiaries  residing  in  the  geographic  area  it  serves.  This 
would  mean  a  decentralization  of  the  basic  recordkeeping  functions, 
and  would  involve  the  Social  Security  Administration  only  to  the 
extent  of  providing  carriers  with  eligibility  beneficiary  information. 
A  major  benefit  that  would  accrue  to  the  administration  of  this  pro- 
gram would  be  the  simplification  of  administering  the  deductible  pro- 
vision of  part  B.  This  would  also  provide  the  carrier  with  a  degree  of 
control  over  its  claims-processing  functions  so  that  it  would  not  be 
dependent  upon  Social  Security  Administration  for  minute  guidance. 

3.  Place  some  limits  on  the  statistical  requirements  under  medicare. 
There  is  clearly  a  need  for  statistical  reports  to  make  certain  the  pro- 
gram is  being  operated  efficiently,  but  these  can  be  provided  through 
simple  reporting  techniques.  We  believe  a  program  to  provide  medi- 
cal care  should  not  be  superseded  by  a  statistical  research  program. 
If  elaborate  research  studies  are  needed,  they  should  be  made  through 
separate  contracts  and  separate  funds. 

4.  Authorize  carriers  to  utilize  their  intimate  knowledge  of  the  local 
practice  of  medicine  in  making  determinations  for  reasonable  charges. 
We  think  this  is  the  intent  of  the  law. 

Concerning  title  XIX,  in  H.R.  5710,  we  support  in  principle  section 
220,  which  would  impose  reasonable  limits  upon  the  income  of  people 
in  whose  medical  expense  the  Federal  Government  will  participate. 

We  support  section  223,  releasing  States  who  "buy  into"  title  XVIII 
from  the  obligation  of  providing  comparable  programs  to  all  other 
categories  of  medical  assistance. 

Members  of  Congress  and  staff  members  of  the  Department  of 
Health,  Education,  and  Welfare  have  stated  repeatedly  that  the  major 
purpose  of  title  XIX  is  to  integrate  the  medically  indigent  individual 
into  the  community  in  terms  of  his  access  to  sources  of  medical  care. 
In  other  words,  we  endorse  the  principle  embodied  in  section  226,  per- 
mitting the  individual  eligible  for  medical  assistance  free  choice  of 
physician  or  hospital. 

Mr.  Chairman,  in  conclusion,  we  would  like  to  express  again  our 
appreciation  to  you,  this  committee,  and  Congress  for  recognizing 
the  need  to  utilize  the  ability  of  private  carriers  to  assume  a  significant 
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role  in  the  administration  of  medicare.  We  believe  our  recommenda- 
tions will  improve  significantly  the  efficiency  of  the  program  while 
reducing  its  administrative  costs. 

We  would  like  to  emphasize  that  our  comments  are  not  meant  in  any 
way  to  detract  from  the  hard  work  and  the  personal  sacrifice  made 
by  members  of  the  Social  Security  Administration  staff  in  imple- 
menting this  program.  The  Social  Security  Administration  officials 
have  been  most  cooperative  and  cordial  in  the  contacts  we  have  had, 
and  we  hold  them  in  high  esteem. 

Again,  may  I  express  our  sincere  appreciation  for  giving  us  the 
opportunity  to  appear  before  you  today. 

The  Chairman.  Dr.  Ackerman  and  Mr.  McCabe,  we  thank  you 
both  for  the  statements  you  have  made.  I  am  sure  your  comments  will 
be  helpful  to  the  committee. 

I  have  just  a  few  questions  I  would  like  to  ask  of  you,  Dr.  Ackerman, 
and  perhaps  Mr.  McCabe  and  some  of  the  others. 

You  have  not,  as  I  understand,  generally  had  experience  in  paying 
claims  based  upon  reasonable  charges.  You  have  paid  those  claims 
in  the  past  on  some  other  basis,  have  you  not  ? 

Dr.  Ackerman.  Some  of  the  plans  have  paid  them  on  other  bases. 
In  some  other  cases,  a  few  have  had  experience  with  reasonable 
charges. 

The  Chairman.  You  have  had  some  experience,  then  ? 
Dr.  Ackerman.  Yes. 

The  Chairman.  What  adjustments  had  to  be  made  in  the  method 
of  operations  on  the  part  of  those  plans  that  had  no  experience,  Dr. 
Ackerman,  in  paying  on  this  basis  of  reasonable  charges  ? 

Dr.  Ackerman.  Well,  I  might  preface  the  explanation  with  this 
explanation :  That  some  time  prior  to  the  advent  of  medicare  a  con- 
cept of  supplying  100  percent  paid-in-full  coverage  to  the  public  under 
a  Blue  Shield  program  had  been  under  study  and  development  and,  to 
some  degree,  adoption  to  the  extent  that  I  mentioned  before ;  that  some 
plans  had  moved  in  this  direction.  So,  consciousness  of  this  approach 
to  a  usual  and  customary  method  of  payment  was  widespread  among 
the  plans  in  the  United  States.  The  introduction  of  medicare  em- 
phasized the  interest. 

Prior  to  this,  some  of  the  plans  which  had  not  developed  a  program 
of  usual  and  customary  charges  had  already  gone  into  the  detail  of 
collecting  fee  profiles. 

Now,  there  is  other  experience  that  Blue  Shield  plans  have  used 
through  the  years.-  Every  so  often,  in  order  to  get  a  pattern  of  com- 
munity charges,  such  fee  studies  have  been  carried  on  by  plans  so 
there  is  a  background  of  trying  to  determine  usual  and  customary 
charges.  The  change  in  pattern  of  payments  would  be  in  cycles  of 
years. 

Often  in  the  past,  a  Blue  Shield  plan  would  adjust  to  this  by  in- 
creasing its  fee  schedule  and  the  income  level  under  which  service 
benefits  or  payment  in  full,  was  being  offered. 

This  development  in  medicare  carrier  plans  has  taken  various  ap- 
proaches. Some  went  on  with  the  development  of  profiles.  Some,  in 
reviewing  their  own  background,  realized  that  their  level  of  payment, 
whether  identified  by  a  fixed  fee  schedule  or  by  a  relative  value  sched- 
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ule  with  an  applied  conversion  factor — a  dollar  factor  to  this  ruler  or 
scale  of  relative  fees — would  be  a  way  of  representing  it.  Others  had 
very  high  cooperation  on  the  part  of  physicians  in  terms  of  one  of  their 
programs. 

So,  plans  took  various  means  to  identify  the  usual  and  customary 
charges  in  preparation  for  medicare. 

The  Chairman.  Then  you  didn't  experience  too  much  difficulty  in 
making  adjustment  to  this  type  of  cost  for  payment  purposes? 

Dr.  Ackerman.  Where  preparation  or  environmental  economic 
conditions  fit  into  it  there  was  not  great  trouble.  In  some  cases,  plans 
were  inadequately  prepared  with  enough  background  material,  al- 
though they  knew  that  communities  had  a  sense  of  where  their  fixed 
fee  schedules  were  in  relation  to  usual  and  customary. 

The  Chairman.  Then  can  we  assume  that  these  adjustments  have 
been  made  successfully  ? 

Dr.  Ackerman.  Well,  as  far  as  we  can  determine  in  the  overall, 
at  the  present  time  there  has  been  very  little  complaint  on  the  part  of 
the  public  or  doctor.  There  are  instances  where  there  is  great 
satisfaction. 

The  Chairman.  Would  you,  Mr.  McCabe,  report  the  same  from  your 
experience  with  your  own  Michigan  Blue  Shield  operation? 

Mr.  McCabe.  I  think  so.  We  would  fall  into  the  plan  that  had  a 
historical  experience  on  a  fixed-fee  schedule,  actually,  a  series  of  fee 
schedules.  We  had  to  adjust  ourselves  to  the  variations  and  conditions 
that  exist  when  income  as  a  factor  in  the  delivery  of  benefits  is  elimi- 
nated, which  is  true  under  medicare. 

We  have  had  some  experiences  which  grow  more  out  of  ignorance 
and  lack  of  understanding  and  a  continuing  ongoing  program,  especi- 
ally with  the  physicians  and  the  medical  assistants.  We  have  had 
meetings  with  medical  assistants,  about  6,000  of  them  in  various  meet- 
ings around  the  States  where  the  process  of  communication  is  of  great 
importance. 

Disagreements  and  arguments  as  to  whether  our  judgment  is  sound 
will  come  up  under  any  program,  as  they  do  under  this  one,  but  still, 
in  the  first  6  months  some  96  percent  of  the  charges  in  Michigan  were 
calculated  at  the  level  of  the  doctor's  customary  charge,  and  the  others 
had  to  be  sent  for  special  review.   So,  by  and  large,  it  is  good. 

The  Chairman.  Dr.  Ackerman,  have  you  made  any  calculations 
within  the  Blue  Shield  operations  to  indicate  whether  or  not  costs 
under  the  medical  insurance  plan  will  be  higher  than  we  initially 
estimated  them  to  be  ? 

Dr.  Ackerman.  I  would  like  to  have  that  refined  to  whether  it  is 
overall  costs  for  medical  services  or  individual  physician's  charges. 

On  the  one  hand,  since  there  is  a  shift  of  a  portion  of  the  popula- 
tion— and  this  relates  to  overall  charges — from  what  was  once  classi- 
fied as  charity  and  programs  of  welfare,  where  perhaps  low  payments 
were  made  or  services  were  delivered  by  physicians  at  no  charge  at 
all,  certainly  some  of  these  costs  have  gone  up. 

We  are  in  this  program  8  months  now,  and  this  relates  to  a  judg- 
ment of  individual  physician's  charges.  I  don't  think  a  relative  meas- 
urement is  yet  possible  within  the  course  of  the  program.  In  the  first 
place,  we  don't  have  enough  data  available  now ;  it  would  take  more 
time  to  identify  the  shift. 
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We  are  at  a  stage  now  where  academic  studies  are  being  held  back 
by  our  need  and  desire  to  get  current  in  payments,  and  keep  this  pro- 
gram going  full  speed,  so  that  I  can't  give  you  statistical  findings  on  it. 

The  Chairman.  Do  you  have  a  feeling,  however,  that  they  are 
higher  than  we  had  originally  estimated  ? 

Dr.  Ackerman.  I  have  a  feeling,  in  terms  of  individual  charges, 
that  since  the  beginning  of  the  program  we  have  not  noticed  much 
change. 

In  the  first  place,  there  is  a  formula  applied  to  the  interpretation  of 
"usual  and  reasonable,"  whatever  that  formula  may  be.  Of  and  by  it- 
self, in  a  variety  of  situations  where  there  is  a  fixed-fee  schedule,  the 
physician  below  that  schedule  possibly  might  move  up  under  the  sched- 
ule; we  have  no  sure  evidence  of  that. 

Certainly,  where  profiles  of  charges  are  on  file,  physicians,  as  of  now, 
have  not  been  submitting  a  new  and  higher  profile  within  the  8 
months'  period. 

The  Chairman.  The  comment  is  made  that  group  hospital  costs 
and  costs  for  physicians'  services  have  risen  and  that  they  have  risen 
primarily  because  of  the  medical  programs  that  we  enacted  in  1965.  I 
have  hesitated  to  accept  this  as  a  fact.  You  are  lending  some  degree 
of  backstop  to  the  position  I  have  taken.  There  has  been  no  overall 
increase  by  physicians  in  charges  just  as  a  result  of  this  program. 

Dr.  Ackerman.  I  do  not  feel  there  is.  There  has  been,  through  the 
last  few  years,  some  increase  annually  of  physicians'  charges,  the  pat- 
tern of  that  perhaps  reflects  increased  costs,  but  there  has  been  this  pat- 
tern. 

If  we  traced  the  pattern  of  physicians'  charges  through  the  last  20  or 
30  years,  we  find  a  period  for  15  or  20  years  when  physicians'  charges 
increased  very  moderately.  In  fact,  we  dallied  behind  almost  all  other 
charges  for  many  years,  so  that  such  adjustment  as  has  occurred  with- 
in the  last  10  years  may  be  in  response  to  something  new. 

The  Chairman.  Well,  to  attribute  it  all  to  the  impact  or  the  enact- 
ment of  the  medicare  program  is  what  I  am  getting  at. 

Dr.  Ackerman.  I  feel  medicare  has  very  little  relation  to  such 
change  as  may  have  occurred. 

The  Chairman.  The  hospital  people  will  be  here  to  testify  some 
time  this  week,  I  understand.  I  am  sure  they  want  to  note  other  factors 
that  have  brought  about  most  of  the  increases  in  their  charges.  There 
are  those  who  seem  to  feel  that  this  program  has  brought  about  these  in- 
creased costs  and  that  is  why  I  was  asking  you  these  questions. 

To  what  extent  have  you  applied  the  provision  of  the  law  which 
states  that  charges  paid  can  be  no  higher  than  those  for  your  own 
subscribers  ? 

Dr.  Ackerman.  Well,  if  you  will  add  to  that,  "under  comparable 
circumstances,"  I  think  I  would  have  to  individualize  Blue  Shield 
plans. 

Where  a  Blue  Shield  plan  was  reflecting  total  payments  of  physi- 
cians' services  in  its  own  program,  this  would  be  an  instance  where  cir- 
cumstances were  comparable.  Very  often,  other  Blue  Shield  plans 
use  the  same  mechanism,  based  on  the  philosophy  of  full  payment  be- 
low a  certain  income  ceiling,  always  realizing  that  they  are  receiving 
a  concession  from  physicians  as  to  usual  and  customary  fees  in  terms 
of  servicing  people  of  lower  income. 
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The  plans  did  not — and  in  discussion  with  the  Social  Security  Ad- 
ministration where  there  was  agreement — consider  that  these  were 
"comparable  circumstances." 

So,  under  usual  and  customary  fee  programs,  in  such  plan  areas, 
the  payment  would  usually  be  at  a  higher  level,  as  compared  with  a 
low  or  modest  ceiling,  service-benefit,  fixed-fee  schedule. 

The  Chairman.  Dr.  Ackerman,  during  the  past  year,  have  you  had 
to  increase  any  of  the  rates  of  your  own  policies  and  plans  aside  from 
the  medicare  program? 

Dr.  Ackerman.  I  am  afraid  I  cannot  report  for  the  country,  but  I 
am  on  the  board  of  the  New  York  plan  and  those  rates  have  remained 
steady  for  the  past  10  or  12  years  now  with  no  increase.  In  general, 
the  pattern  of  the  Blue  Shield  rate  increases  does  not  correspond  to 
those  of  Blue  Cross  where  hospitalization  costs  are  involved. 

The  Chairman.  That  is  what  I  was  trying  to  get  to. 

Dr.  Ackerman.  They  were  usually  much  longer  intervals  and  as 
long  as  4  or  5,  6,  in  fact  in  the  case  of  New  York  some  12  years  have 
passed  without  a  rate  increase  in  Blue  Shield  programs. 

Now,  that  is  not  the  full  story,  because  sometimes,  when  a  new  pro- 
gram comes  in,  for  instance,  at  a  higher  income  ceiling  with  other 
fee  schedules  there  will  be  a  new  rate.  In  other  words,  it  will  be  at 
the  rate  of  today,  not  at  the  rate  of  some  older  program. 

The  Chairman.  But  you  have  not  had  the  problem  of  increased 
costs  of  carrying  your  program  comparable  to  that  which  Blue  Cross 
has  had. 

Dr.  Ackerman.  It  is  much  less. 

The  Chairman.  Representing,  of  course,  less  rise  in  the  charges  for 
the  services  that  you  cover,  I  would  assume. 
Dr.  Ackerman.  Yes. 

The  Chairman.  Mr.  McCabe,  have  you  in  Michigan  had  to  increase 
your  rates  in  the  last  year  ? 

Mr.  McCabe.  Not  in  the  last  year;  no.  The  last  increase  we  had 
in  Michigan  was  in  1963,  in  Blue  Shield. 

The  Chairman.  Has  the  medicare  program,  itself,  and  your  opera- 
tion of  it  as  a  carrier  in  Michigan  in  any  way  given  rise  to  increased 
cost  of  administration,  based  upon  all  this  paperwork  that  you 
mentioned  ? 

Mr.  McCabe.  Not  with  respect  to  the  regular  program ;  no. 

The  Chairman.  You  separated  where  there  was  overlapping  so 
that  any  of  the  costs  that  you  may  undertake  with  respect  to  medicare 
have  not  been  in  turn  reflected  in  any  increased  rates  in  Michigan  ? 

Mr.  McCabe.  That  is  right. 

It  is  not  separated  but  we  have  what  I  hope  is  a  reasonable  precise 
system  of  cost  allocation ;  that  is,  there  are  very  few  people  who  work 
for  Blue  Shield  who  do  nothing  but  medicare. 

The  Chairman.  I  understand. 

Mr.  McCabe.  We  have  an  integrated  program  and  keep  everybody 
happy  as  to  who  is  being  charged  for  what. 

The  Chairman.  You  don't  know  of  any  of  the  State  organizations 
or  State  plans  that  have  in  mind  any  increases  in  the  rates  for  their 
plans  in  the  near  future  ? 

Mr.  McCabe.  No  ;  and  I  think  this  is  a  constant. 
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Other  than  those  broad  examinations  of  our  situation  which  are 
necessary  from  time  to  time,  we  have  not  had  a  change  in  the  case  of 
Michigan  in  our  schedule  of  payments  since  1959. 

The  Chairman.  That  is  a  rather  consistent  record. 

Mr.  McCabe.  Yes,  and  the  doctors  are  a  little  restless,  I  might  add. 
Medicare  has  sharpened  this  a  little  bit,  as  has  the  general  tendency 
for  inflation  in  the  economy  generally. 

So,  I  think  except  for  this,  you  can  exclude  the  factor  of  medicare, 
but  it  is  not  the  predominant  factor;  it  is  just  part  of  the  total 
situation. 

The  Chairman.  There  are  other  factors  that  make  a  contribution. 

To  what  extent  have  the  Blue  Shield  plans  which  are  carriers  of  a 
medicare  program  used  existing  review  mechanisms  in  the  adminis- 
tration of  medicare? 

Are  you  permitted  to  do  that  and  to  what  extent  have  you  done  it  ? 

Dr.  Ackerman.  I  am  not  talking  with  a  high  degree  of  accuracy, 
but  it  is  my  impression  that  most  of  them  are  using  the  same  facility 
or  setup  or  organization  that  they  have  been  using  heretofore. 

The  Chairman.  Then  you  are  not  required  to  make  any  change  with 
respect  to  the  review  mechanism  that  has  been  utilized  ? 

Dr.  Ackerman.  I  would  say  with  fair  confidence  that  most  of  the 
plans  are  going  along  using  the  same  mechanism  and  calling  upon 
these  committees,  whether  county  society  committees  or  committees 
made  up  of  multiple  counties,  to  do  these  reviews  for  medicare. 

The  Chairman.  They  have  been  reasonably  successful  over  the 
years;  have  they  not? 

Dr.  Ackerman.  I  believce  they  have ;  yes,  sir. 

The  Chairman.  The  primary  concern  about  that  is  that  you  think 
it  is  not  absolutely  necessary  in  your  function  as  a  carrier,  as  I  under- 
stand your  testimony. 

Dr.  Ackerman.  The  degree  of  freedom  of  action  so  that  we  can 
apply  the  judgment  of  each  plan  to  its  programs. 
;  The  Chairman.  Do  you  expect  that  any  of  your  carriers,  Dr.  Acker- 
man, will  want  to  get  out  of  their  contracts  this  year  or  at  the  end  of 
this  year? 

Dr.  Ackerman.  I  think  the  involvement  of  Blue  Shield,  both  locally 
and  nationally,  in  this  activity  is  such  that  we  feel  that  any  abandon- 
ment at  this  time  would  be  a  loss  of  prestige  and  significance,  and  so 
on.  I  am  not  talking  without  taking  a  vote,  but  I  believe  that  they 
will  want  to  remain  in  it,  and  to  try  to  help  this  program. 

The  Chairman.  You  naturally  want  to  carry  it  forward  and  make 
it  a  success.  I  understand  that,  but  in  view  of  all  the  paperwork  you 
referred  to,  whether  they  would  balance  it  off  in  the  first  year  

Dr.  Ackerman.  I  think  in  what  has  been  a  relatively  new  career 
maybe  we  have  been  optimists  and  we  hope  that  adjustments  will 
occur. 

The  Chairman.  You,  of  course,  are  aware  of  the  fact  that  when  we 
reported  this  legislation  in  1965,  on  page  47  of  the  committee  report, 
under  actuarial  cost  estimates  for  the  hospital  insurance  system,  there 
was  certain  language  requiring  the  agency  to  take  an  actuarial  sample 
of  the  cost. 

Is  that  why  all  this  paperwork  is  required  or  paperwork,  unrelated 
to  this,  in  addition  to  what  is  normally  considered  
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Dr.  Ackerman.  Some  of  it  is  related  to  that.  If  there  is  a  shift 
from  a  5-percent  sampling  to  a  100-percent  recordkeeping,  this  becomes 
a  much  more  difficult  and  extensive  bit  of  work  to  do. 

The  Chairman.  I  know  we  were  talking  about  one-tenth  of  1  per- 
cent of  all  eligible  individuals,  not  these  millions  of  people  that  you 
are  talking  about.  How  much  would  that  be,  one-tenth  of  1  percent 
of  all  those  who  are  eligible  ?    It  is  about  20,000  people. 

We  want  information  with  respect  to  about  20,000  cases,  not  millions 
of  cases,  one-tenth  of  1  percent.  Maybe  >we  should  lower  the 
percentage. 

Dr.  Ackerman.  Or  maybe  we  better  use  that  percentage. 

The  Chairman.  When  we  go  into  executive  session,  maybe  we  can 
get  our  blackboard  and  our  crayons  and  decide  which  of  us  is  correct 
mathematically. 

Now,  you  made  the  statement  in  your  presentation  that  you  wanted 
us  to  delete  this  provision  having  to  do  with  the  inclusion  of  those 
under  65  who  are  disabled .    Why  ? 

Dr.  Ackerman.  We  have  always  believed  that  there  is  a  place  for 
health  assistance  and  full  assistance  to  those  who  need  such  care.  I 
think  the  requirements  of  the  particular  people  you  identify,  closely 
associated  as  they  may  be  with  illness,  rather  than  being  met  through 
a  program  like  title  XVIII  should  be  protected  by  the  comprehensive 
coverage  of  the  title  XIX  program.  For  those  who  need  the  financial 
aid  this  would  be  a  more  satisfactory  program. 

The  Chairman.  Of  course,  if  all  the  States  would  immediately 
implement  title  XIX  and  do  so  on  a  reasonably  satisfactory  basis,  per- 
haps that  would  offer  some  solution  to  their  medical  problems.  I  don't 
know  how  much  time  finally  it  will  take  to  fully  implement  it  to  that 
extent. 

I  have  had  a  great  deal  of  sympathy  for  the  person  who  is  disabled 
and  has  lost  his  income  as  a  result  of  that  disability,  who  might  really 
be  in  worse  physical  shape,  so  far  as  medical  needs  are  concerned,  than 
a  man  who  is  65  but  who  continues  to  work  at  his  job. 

It  has  been  difficult  for  me  to  always  reconcile  the  conclusion  of  an 
individual  should  receive  this  coverage  just  because  he  is  65  years  of 
age  even  though  he  may  still  be  working  and  to  deny  that  coverage  to 
an  individual  who  is  at  home  unable  to  do  anything  because  of  a  heart 
attack  or  some  other  condition  which  it  incapacitates  him  completely. 

I  thought  perhaps  you  might  have  had  some  experience  in  this  field 
in  the  operation  of  Blue  Shield  that  might  throw  up  a  flag  of  warning 
to  us  concerning  the  costs  or  something  of  that  sort. 

Dr.  Ackerman.  Only  my  experience  in  the  practice  of  medicine, 
that  these  would  be  people  who  would  require  rather  comprehensive 
coverage.  In  other  words,  if  there  is  a  hardship  situation,  it  would 
be  rather  complete,  I  agree  with  you.  And  if  comprehensiveness  of 
the  program  would  be  a  factor,  it  would  be  available  in  XIX  as  a  full 
program  and  he  would  get  everything  if  he  needs  it.  It  might  do 
that  individual  who  needs  it  that  much  more  good. 

The  Chairman.  Doctor,  this  morning  you  were  in  the  room,  were 
you  not,  when  Mr.  Pettengill  made  the  suggestion  that  we  provide  a 
third  alternative  for  the  payment  procedures  under  part  B  ? 

Dr.  Ackerman.  Yes. 
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The  Chairman.  Have  you  had  an  opportunity  to  consider  such  an 
alternative  in  your  Blue  Shield  plan?  If  you  have,  what  comments 
do  you  have? 

Dr.  Ackerman.  By  and  large,  Blue  Shield  has  not  used  that  type 
of  approach.  We  have  been  satisfied  with  a  valid  indication  of  a  bill 
that  has  not  been  paid,  and  we  have  had  no  problem  in  terms  of  han- 
dling such  matters  as  to  honesty  and  the  assurance  of  payment. 

So,  here  we  do  have  a  program  with  two  methods  of  payment  now, 
one  on  the  consignment  basis  and  one  on  billing,  and  we  have  been 
mentioning  some  degree  of  complication.  If  we  end  up  with  three 
alternatives,  it  may  be  another  complicating  factor.  Certainly,  if 
we  had  the  assurance  that  you  could  pay  on  an  itemized  bill,  then  the 
other  requirement  would  not  be  necessary. 

The  Chairman.  Would  you  consider  your  itemized  bill  suggestion 
as  alternative  to  his  alternative  suggestion  ? 

Dr.  Ackerman.  Yes,  and  I  feel  that  there  is  a  need  for  public  relief 
in  this  matter  and  I  present  that  as  the  alternative. 

The  Chairman .  Is  it  your  experience  in  Blue  Shield  that  about  50 
percent  of  the  doctors  ask  for  an  assignment  and  the  others  direct 
payment  ? 

Dr.  Ackerman.  It  is  a  nicely  balanced  way  of  answering,  but  T 
would  say  the  pattern  varies  throughout  the  country,  and  I  think  we 
are  going  to  see  shifts  in  the  pattern  until  finally  there  may  be  a  few 
diehards  who  feel  they  never  should  use  the  form  as  such.  But  I 
think  the  final  pattern  will  be  one  of  a  physician  using  the  assign- 
ment form  for  the  person  of  low  income  and  perhaps  using  the  form 
or  not  using  it  with  people  of  higher  income.  I  think  this  will  vary 
among  the  individual  practicing  physicians.  I  have  been  watching 
this  develop :  not  that  one  does  one  thing  but  that  he  does  both  things. 

The  Chairman.  Any  further  questions? 

Mrs.  Griffiths.  I  would  particularly  like  to  thank  you  for  your 
testimony.  I  enjoyed  it  very  much. 

The  Chairman.  We  are  very  proud  of  Mrs.  Griffiths.  You  saw  fit 
to  take  notice  of  the  fact  that  she  is  from  your  city  of  Detroit,  but  she 
is  from  all  over  the  United  States,  as  well.  We  are  proud  of  her. 

Mr.  Collier.  Mr.  Chairman. 

The  Chairman.  Mr.  Collier. 

Mr.  Collier.  Is  there  any  administrative  difficulty  arising  out  of 
the  fact  that  Blue  Cross  or  Blue  Shield  are  organized  regionally  ?  Has 
that  delayed  the  process  of  submitting  these  claims  at  all  ? 

For  instance,  in  a  typical  case,  does  the  hospital  or  doctor  have  to 
submit  a  claim  to  his  regional  headquarters  ?  Does  he  have  to  go  to 
Chicago  or  some  place  like  that  ? 

Dr.  Ackerman.  No;  none  of  that  has  occurred.  Actually,  the  Blue 
Shield  national  organization  is  a  federation  of  the  plans ;  all  operations 
are  local. 

Now,  in  the  Blue  Shield  plan  coverage,  speaking  of  medicare,  coop- 
erative arrangements  have  been  made  among  the  plans,  so  that  when  a 
national  organization  takes  Blue  Shield  coverage  this  is  parceled  out. 
This  is  on  a  most  efficient  basis  because  it  is  all  done  locally  and  there 
is  no  need  to  go  to  any  central  headquarters  for  any  clearance  or  any- 
thing like  that  once  the  basis  of  the  contract  is  established. 
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Mr.  Collier.  Thank  you. 

The  Chairman.  Yes,  Mr.  Bush. 

Mr.  Bush.  Mr.  McCabe,  on  page  18  you  state  you  are  responsible  in 
some  instances  for  collecting  premium  arrearages.  Why  would  you 
have  that? 

Mr.  McCabe.  Some  10  percent  of  those  eligible  for  medicare  are 
still  employed  and,  therefore,  not  receiving  monthly  cash  payments. 
Mr.  Bush.  I  missed  that,  sir. 

Mr.  McCabe.  They  are  not  receiving  monthly  checks  from  which 
deductions  for  part  B  can  be  made  so  they  have  to  pay  their  premiums 
directly  as  individuals. 

Mr.  Bush.  Have  to  be  self-employed  ? 

Mr.  McCabe.  No.  They  may  continue  to  be  employed  or  they  may 
be  employed  over  65.  If  they  become  delinquent  in  this  payment  and 
services  are  rendered,  we  are  supposed  to  deduct  from  that  payment  the 
premium  due,  in  a  nonassigned  case  only.  If  it  is  an  assigned  case, 
we  don't. 

In  some  unassigned  cases,  we  are  to  deduct  the  amount  due  from  the 
cash  payment  or  the  payment  that  will  be  paid  for  the  medical  services. 

Mr.  Bush.  Isn't  this  a  very  unusual  circumstance  ? 

Mr.  McCabe.  It  is  very  a  unusual  circumstance  under  medicare. 
Frankly,  it  is  one  of  the  administrative  requirements  and  we  would 
like  to  see  it  not  included. 

Mr.  Bush.  Do  employers  sometimes  have  the  option  of  giving  peo- 
ple coverage  under  medicare  or  under  a  private  coverage  plan  if  they 
are  over  65  years  of  age  ? 

Mr.  McCabe.  They  do;  yes.  Most  of  them,  as  a  matter  of  fact,  did 
wind  up  suggesting  part  B  enrollment,  and  in  Michigan,  very  few  peo- 
ple wish  to  maintain  the  old  benefit  program. 

Mr.  Bush.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

Mr.  Utt.  No. 

The  Chairman.  Again,  Dr.  Ackerman  and  Mr.  McCabe  and  the 
others  at  the  table,  we  thank  you  for  coming  to  the  committee  to  dis- 
cuss these  matters  with  us.  We  appreciate  your  answers  to  the  ques- 
tions. 

(The  following  material  was  received  by  the  committee:) 

Social  Security  Administration  Comments  on  Testimony  by  Representatives 
op  National  Association  of  Blue  Shield  Plans  and  Commercial  Insurance 
Organizations  'Serving  as  Carriers  for  Supplementary  Medical  Insurance 
Under  Title  XVIII 

Representatives  of  the  National  Association  of  Blue  Shield  Plans  and  commer- 
cial insuring  organizations  testified  before  the  Ways  and  Means  Committee  on 
March  6  1967,  on  the  experience  during  the  first  months  of  medicare  of  the  33 
local  Blue  Shield  plans  and  15  commercial  insurers  who  have  been  participating 
as  medical  insurance  carriers.  The  representatives  advised  the  Committee, 
among  other  things,  that  certain  administrative  actions  taken  in  launching  medi- 
care impeded  that  ability  of  the  carriers  to  perform  those  functions  for  which 
they  were  selected.  The  Committee  was  advised  that  the  principal  areas  of  con- 
cern relate  to:  the  decision  to  maintain  basic  eligibility  records  for  medicare 
beneficiaries  at  the  Administration's  central  headquarters ;  the  assigning  to  car- 
riers of  responsibility  for  making  payment  for  all  services  rendered  in  a  specific 
area  instead  of  responsibility  for  making  all  payments  for  services  rendered  to 
beneficiaries  in  their  specific  area  regardless  of  where  the  services  may  have 
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actually  been  performed ;  the  statistical  requirements  for  the  Part  B  program ; 
the  guidelines  for  determining  reasonable  charges  issued  as  proposed  regulations  ; 
the  volume  of  administrative  and  policy  issuances  since  the  program's  inception ; 
and  the  role  of  the  carriers  in  providing  program  information  to  medicare 
beneficiaries.  The  Social  Security  Administration  is  furnishng  comments  on 
these  items. 

The  areas  of  concern  encompass  very  basic  elements  involved  in  the  medicare 
administrative  and  operating  framework.  In  the  planning  that  preceded  the 
establishment  of  this  framework,  the  Administration  secured  the  counsel  of  a 
broad  array  of  experts  in  the  health  care  field.  Eight  work  groups  of  outside 
experts  were  convened — one  in  each  of  the  most  difficult  technical  areas  to  assist 
in  policy  and  procedure  development.  Additionally,  a  special  work  group  con- 
sisting of  representatives  of  commercial  insuring  organizations  and  Blue  Shield 
plans  met  with  Social  Security  Administration  staff  on  several  occasions  begin- 
ning in  the  fall  of  1965  to  furnish  advice  and  counsel  on  the  type  of  recordkeep- 
ing system  to  be  established  for  medicare  beneficiaries  and  alternatives  for  estab- 
lishing carrier  service  areas.  The  Health  Insurance  Benefits  Advisory  Council 
(HIBAC)  comprised  of  persons  outstanding  in  medical,  hospital,  and  other 
health  related  fields,  also  considered  the  various  matters  of  concern  with  refer- 
ence to  the  role  of  carriers  in  the  program ;  and  the  Council  reviewed  in  depth 
the  policies  and  guidelines  for  determining  reasonable  charges  as  well  as  all  other 
major  policy  issuances.  The  program's  statistical  requirements  were  reviewed 
and  endorsed  by  a  special  Advisory  Committee  on  Health  Insurance  Benefits 
Research  and  Statistics  consisting  of  persons  prominent  in  the  fields  of  health  and 
medical  research  and  statistics.   The  Administration's  comments  follow  : 

1.  Maintenance  of  Basic  Eligibility  Records  for  Medicare  Beneficiaries 

The  Administration  evaluated  a  number  of  factors  before  reaching  a  judgment 
that  medicare  eligibility  records  should  be  maintained  centrally  instead  of  by  the 
participating  carriers.  The  following  considerations  were  predominant  in  lead- 
ing to  the  decision  to  have  the  eligibility  records  maintained  centrally :  (1)  The 
Administration  has  to  maintain  a  master  eligibility  record  on  all  social  security 
beneficiaries  centrally  to  administer  its  retirement,  survivors,  and  disability  pro- 
grams and  if  the  carriers  maintained  eligibility  records  they  would  be  perform- 
ing a  duplicate  and  relatively  costly  recordkeeping  function;  (2)  Through  the 
premium  collection  process,  long-established  beneficiary  reporting  procedures  and 
the  on-going  enrollment  process,  the  Administration  is  informed  of  situations  re- 
quiring accretions  to  or  deletions  from  the  eligibility  records.  If  carriers  main- 
tained eligibility  records,  the  Administration  would  need  to  establish  additional 
subsystems  for  furnishing  each  contracting  carrier  information  about  accretions 
or  deletions  as  new  beneficiaries  become  enrolled  or  because  of  death  or  failure 
to  pay  premiums  timely,  and  each  carrier  would  need  to  establish  procedures  for 
the  timely  updating  of  its  records  to  reflect  these  changes ;  (3)  If  the  records  were 
decentralized,  the  carriers  selected  to  process  billings  probably  would  have  had 
to  be  limited  to  those  with  well  developed  computer  capabilities  as  they  wrould 
have  to  handle  volume  transactions  daily  in  recording  information  about  the 
extent  to  which  the  deductible  has  been  met  and  changes  in  beneficiary  entitle- 
ment (see  item  2)  to  assure  eligibility  records  are  current  to  process  bills,  and 
this  would  have  ruled  out  the  selection  of  a  number  of  carriers  that  in  other 
respects  had  the  resources  for  performing  the  Part  B  carrier  functions ;  (4)  An 
additional  set  of  arrangements  would  have  to  be  established  among  the  Part 
A  intermediaries  and  Part  B  carriers  so  that  the  former  could  obtain  from  the 
latter  information  about  the  Part  B  deductible  status  where  Part  B  services  are 
furnished  by  hospitals  or  home  health  agencies  and  are  reimbursable  by  the 
Part  A  intermediary;  (5)  The  problem  of  referring  to  the  central  record  is  not 
as  great  as  it  may  at  first  appear  because  once  the  carrier  is  advised  the  deduc- 
tible has  been  met  for  a  beneficiary,  it  does  not  need  to  refer  to  the  central  source 
for  data  on  that  beneficiary  for  the  remainder  of  the  year. 

Within  a  few  months,  all  but  ten  of  the  medical  insurance  carriers  will  be 
able  to  obtain  information  on  beneficiary  eligibility  from  the  Administration's 
central  records  via  use  of  high-speed  wire  transmission  systems.  Many  carriers 
already  use  this  resource  and  are  able  to  obtain  information  from  the  central 
records  within  an  average  of  1  to  2  days  for  the  vast  bulk  of  bills  received.  If 
carriers  maintained  records  for  beneficiaries  residing  in  the  geographical  area 
they  service,  they  might  be  able  to  reduce  slightly  the  present  1  to  2  days  elapsed 
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time  that  it  takes  to  obtain  information  from  the  central  records  using  the  wire 
system.  But  they  would  need  to  establish  an  inter-carrier  data  transmission 
system  for  exchange  of  deductible  and  entitlement  information  on  beneficiaries 
who  move  from  one  carrier  area  to  another  or  a  system  for  transfer  of  files  be- 
tween carriers.  This  would  add  another  dimension  to  the  claims  process  that 
would  increase  administrative  costs  and  if  files  had  to  be  transferred  it  very 
likely  would  increase  processing  time. 

2.  Carrier  Service  Area 

The  NABSP  and  the  commercial  insurers  initially  took  the  point  of  view  that 
carriers  should  be  assigned  responsibility  for  servicing  a  segment  of  the  medi- 
care beneficiary  population.  By  way  of  contrast,  under  the  present  administra- 
tive pattern,  each  carrier  is  assigned  responsibility  for  processing  bills  for 
services  provided  by  physicians  and  other  persons  rendering  services  in  a  specific 
geographical  area.  (The  sole  exception  involves  railroad  retirement  annuitants 
whose  claims  are  processed  by  a  single  carrier  no  matter  where  they  reside.  This 
carrier  has  worked  out  special  procedures  with  the  carriers  servicing  social 
security  beneficiaries  to  assure  that  its  payments  of  medicare  bills  for  railroad 
annuitants  is  consistent  with  the  payment  of  medicare  claims  for  social  security 
beneficiaries. ) 

A  major  reason  for  "using  commercial  insurance  organizations  and  Blue  Shield 
plans  as  carriers  in  the  medical  insurance  program  is  that  they  have  experience 
in  determining  charges  for  medical  services  and  in  reimbursing  physicians  for 
services  and  indemnifying  patients  for  expenses  incurred.  And,  an  ever  increas- 
ing number  of  physicians  and  other  persons  supplying  medical  services  have,  in 
recent  years,  become  accustomed  to  relating  closely  to  the  commercial  insuring 
organizations  writing  health  insurance  and  the  Blue  Shield  plans.  The  Ad- 
ministration concluded  that  in  structuring  the  administrative  pattern  for  the 
medical  insurance  program,  the  pattern  of  close  carrier  physician  interrelation- 
ship that  had  developed  in  the  private  sector  should  be  transposed  to  the  med- 
ical insurance  program,  and  that  this  pattern  would  also  facilitate  the  carrier's 
performance  of  its  principal  responsibility  for  determining  reasonable  charges. 
Thus,  each  participating  carrier  was  assigned  responsibility  for  making  pay- 
ment for  services  rendered  by  all  physicians  or  other  suppliers  of  services  located 
in  a  distinct  geographic  area.  This  administrative  approach  encourages  a  close 
carrier-physician  relationship,  and  it  facilitates  reasonable  charge  determina- 
tions because  carriers  are  able  to  become  familiar  with  the  charge  patterns  of 
physicians  and  other  suppliers  of  services  located  in  the  area  they  serve.  This 
arrangement  is  also  a  convenience  to  physicians  as  it  eliminates  their  having 
to  deal  with  a  number  of  different  organizations,  all  administering  the  medicare 
program  in  the  same  geographical  area. 

Some  beneficiaries  have  occasion  to  obtain  services  in  different  parts  of  the 
country  and  other  beneficiaries  change  their  residence  and  obtain  services  from 
physicians  or  other  persons  in  the  new  locations  to  which  they  move.  It  would 
be  very  difficult  for  a  carrier  to  make  reasonable  charge  determinations  consist- 
ent with  those  of  other  carriers  dealing  with  the  same  physicians  or  other  sup- 
pliers. A  carrier  would  have  a  major  problem  determining  the  reasonableness 
of  the  charges  since  in  some  areas  the  carrier  may  not  necessarily  be  familiar 
with  the  customary  and  prevailing  fees.  It  would  be  possible  to  assure  consist- 
ency in  reasonable  charge  determinations  where  a  carrier  receives  a  bill  from 
a  physician  located  in  a  part  of  the  country  outside  the  area  of  residence  of  the 
beneficiary  only  if  the  carrier  upon  receiving  the  claim  would  transfer  it  to 
the  carrier  in  whose  area  the  physician  resides.  However,  if  this  were  done, 
the  net  effect  would  be  that  substantially  the  present  administrative  pattern 
would  be  followed  since  carriers  would  then  be  processing  only  bills  for  services 
rendered  in  their  area,  but  there  would  be  an  additional  processing  step  of 
transferring  claimants  among  carriers  which  would  increase  administrative  costs 
and  processing  times. 

3.  Statistical  Requirements 

The  Part  B  carriers  are  not  asked  to  produce  statistical  tabulations  as  such. 
They  are  asked  to  provide  a  flow  of  by-product  data  for  program  management 
and  evaluation.  The  data  that  carriers  are  asked  to  submit  are  derived  from 
the  bills  that  carriers  process  to  make  payment  to  beneficiaries  or  physicians  and 
other  suppliers  of  services,  or  these  data  have  already  been  compiled  for  use  in 
the  bill  payment  process.    For  example,  in  the  course  of  the  bill  payment  process 
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carriers  extract  information  such  as  the  type  of  procedure,  the  amount  of  the 
charge,  and  the  place  of  the  procedure.  This  information  is  used  to  develop 
data  on  physicial  charges  and  utilization  as  a  basis  for  making  reasonable  charge 
determinations  and  making  proper  claims  payments.  It  would  need  to  be  col- 
lected even  if  it  were  not  sent  to  the  Social  Security  Administration.  This 
information  is  furnished  on  a  payment  record  prepared  by  carriers  on  bills  paid 
to  or  in  behalf  of  a  beneficiary  as  a  basis  for  verifying  payments  made  under  the 
medical  insurance  program.  As  such  it  serves  as  the  principal  control  for 
assuring  the  fiscal  integrity  of  the  program.  The  payment  record  is  prepared 
on  tape  or  punched  cards  and  for  most  carriers  is  produced  as  a  direct  by- 
product of  their  bill  payment  process.  Carriers  are  also  requested  to  furnish  a 
5  percent  statistically  derived  sample  of  'the  bills  paid  to  or  in  behalf  of  enrolled 
persons. 

The  requirements  for  Part  B  carriers  to  submit  both  payment  records  and  a  5 
percent  sample  of  actual  bills  are  interdependent.  In  planning  the  health  insur- 
ance statistical  program,  the  Administration,  in  consultation  with  outside  health 
and  medical  research  statistical  experts,  determined  that  a  5  percent  sample,  if 
supplemented  by  certain  other  program  data  carriers  would  be  compiling  in  the 
payment  process  and  added  to  the  payment  record,  would  meet  all  of  the  needs 
for  statistics  and  data  about  the  program's  operations  for  necessary  program 
evaluation  and  decision-making,  and  would  provide  a  basis  for  reporting  to  the 
Congress  and  the  public  on  how  well  the  program  is  accomplishing  its  objectives. 
Thus,  carriers  were  asked  to  add  this  information  to  the  payment  record,  instead 
of  submitting  a  larger  sample  of  bills.  Most,  if  not  all,  Blue  Shield  plans  prepare 
a  payment  record  or  paid  claims  card,  following  a  manual  of  instructions  pro- 
vided by  the  National  Association  of  Blue  Shield  Plans,  for  their  regular  busi- 
ness. The  contents  of  the  Administration's  payment  record  and  of  these  cards 
are  quite  similar.  In  fact,  the  information  in  the  regular  Blue  Shield  paid  claims 
cards  is  to  some  extent  more  detailed  because  it  often  includes  specific  diagnostic 
and  surgical  procedure  codes. 

The  contents  of  the  payment  record  were  purposely  designed  to  minimize  the 
expense  of  gathering  the  data.  As  part  of  its  ongoing  evaluation  of  intermediary 
and  carrier  reporting  requirements,  the  Administration  is  looking  into  whether 
further  simplifications  for  maintaining  fiscal  accountability  and  collecting  data 
can  be  made  through  modifying  the  present  system  or  by  more  fundamental 
changes.    The  Administration  will  be  working  closely  with  the  carriers  on  this. 

//.  Guidelines  for  Determining  Reasonable  Charges  Issued  as  Proposed  Regulations 
Section  1842(b)(3)  of  Public  Law  89-97  contains  two  basic  criteria  for  de- 
termining reasonable  charges:  (1)  The  customary  charges  for  similar  services 
generally  made  by  the  physician  or  other  person  furnishing  the  service,  and  (2) 
the  prevailing  charges  for  similar  services  in  the  locality.  In  no  event,  can  the 
reasonable  charge  be  higher  than  the  charge  applicable  for  a  comparable  service 
under  comparable  circumstances  to  the  carrier's  own  policyholders  and  sub- 
scribers. 

Following  the  selection  of  carriers  to  serve  in  the  medical  insurance  program, 
the  Administration  undertook  a  series  of  meetings  with  them  to  discuss  proce- 
dures for  determining  reasonable  charges  in  terms  of  the  statutory  criteria.  It 
soon  became  apparent  that  the  carriers  had  widely  differing  concepts  of  the 
approach  and  process  to  follow,  in  arriving  at  reasonable  charge  decisions.  If 
the  carriers  were  left  to  their  own  discretion  in  applying  these  concepts,  it  would 
not  be  possible  to  assure  that  the  Part  B  carriers  would  achieve  a  needed  degree 
of  consistency  in  determining  reasonableness  of  charges  in  a  program  national 
in  scope.  The  Administration  concluded  that  it  would  be  necessary  to  furnish 
carriers  with  basic  guidelines  that  would  result  in  the  desired  consistency  in 
reimbursing  physicians,  but  which  would  permit  sufficient  flexibility  for  carriers 
to  exercise  judgment  based  on  actual  charges  by  physicians  and  special  factors 
that  may  exist  in  individual  cases,  so  that  reasonable  charges  would  be  realistic 
and  equitable. 

In  developing  the  proposed  regulations  on  reasonable  charges  the  Administra- 
tion obtained  the  counsel  of  the  American  Medical  Association  and  of  other  in- 
dividuals and  organizations  with  extensive  experience  in  the  area  of  reimburse- 
ment of  medical  insurance  claims.  While  the  proposed  regulations  are  compre- 
hensive and  offer  illustrations  and  examples  of  methods  by  which  the  determina- 
tions involved  might  be  made  by  carriers,  they  clearly  convey  that  they  are  guides 
rather  than  rigid  operating  instructions.    Since  the  Administration  wishes  to 
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absorb  into  the  administrative  process  the  know-how  and  experience  of  the  car- 
riers in  handling  medical  insurance  claims,  the  regulations  were  written  to  em- 
phasize that  carriers  should  use  judgment  in  applying  the  basic  criteria  and  in 
using  statistical  formulae  furnished  as  suggested  aids  to  facilitate  reasonable 
charge  determinations.  For  example,  in  Section  405.503(b)  the  proposed  regu- 
lations provide  that  where  a  physician  varies  his  charges  for  a  specific  medical 
procedure  or  service,  so  that  no  one  amount  is  charged  in  a  majority  of  cases, 
".  .  .  the  carrier  will  exercise  judgment  in  the  establishment  of  a  'customary 
charge'  .  .  ."  This  Section  then  goes  on  and  provides,  as  a  guide,  that  carriers  may 
use  the  median  of  the  physician's  various  charges  (excluding  substandard  as  well 
as  exceptionally  high  charges)  in  arriving  at  customary  charges. 

Section  405.504(a)  .suggests  a  statistical  technique  for  determining  the  pre- 
vailing charges  in  a  locality  for  a  given  service.  Here  also,  the  regulation  itself 
emphasizes  that  ".  .  .  the  carrier  will  adopt  an  appropriate  limit  for  each  pro- 
cedure or  service  with  judgment  being  exercised  to  assure  .  .  .  the  result  is 
reasonable"  (emphasis  added) . 

The  need  for  the  carriers  to  exercise  judgment  goes  beyond  the  definition  of 
terms  such  as  "customary"  and  "prevailing"  charges.  The  carriers  are  also  ex- 
pected to  use  judgment  in  applying  these  terms.  For  example,  Section  405.506  of 
the  proposed  regulations  indicates  there  are  circumstances  under  which  a  charge 
that  is  higher  than  customary  or  prevailing  may  be  deemed  reasonable  by  the  car- 
rier. The  criteria  of  customary  and  prevailing  charges  are  therefore  not  absolute 
and  sole  measures  of  reasonableness  applicable  under  any  and  all  circumstances, 
and  carriers  are  informed  that  they  must  exercise  a  great  deal  of  independent 
judgment  in  determining  reasonable  charges. 

5.  Policy  and  Administrative  Issuances 

To  assure  administrative  and  policy  consistency  among  the  participating  car- 
riers, operating  procedures  and  information  are  issued  through  a  Part  B  Inter- 
mediary Manual  supplemented  by  a  series  of  intermediary  letters.  It  is  quite 
customary,  in  the  initial  months  of  a  new  and  complex  program,  for  there  to  be 
a  relatively  larger  number  of  instructional  issuances  than  in  a  stable  on-going 
program  where  there  exists  considerable  operating  experience. 

The  Administration  issued  a  preliminary  manual  to  the  Part  B  carriers  on 
April  14,  1966,  and  a  "final"  manual  on  July  19,  1966.  The  preliminary  manual 
was  marked  "For  Discussion  Purposes  Only"  to  indicate  that  it  was  not  a  final 
document.  This  device  was  followed  to  make  available  to  the  carriers  for 
training  and  planning  purposes  the  most  comprehensive  body  of  information  at 
the  time  available  on  program  administration.  Besides  this  issuance,  the  Ad- 
ministration also  sent  to  the  carriers  on  April  14  the  detailed  specifications  on  the 
system  for  determining  beneficiary  entitlement  and  deductible  status  and  for 
computer  operations  relative  to  the  system.  Detailed  instructions  on  fiscal 
administration  were  issued  on  April  21,  1966,  although  they  were  not  embodied 
in  the  manual  until  August  5, 1966. 

While  the  bulk  of  operating  procedures  and  methods  were  firmed  up  by  April 
1966  when  these  issuances  were  made,  some  refinements  in  methods  necessarily 
had  to  be  made  as  the  Administration  began  its  final  evaluations  and  testings  of 
procedures  just  before  the  program's  inception.  This  was  understandable  in 
the  launching  of  a  program  involving  all  of  the  complexities  of  medicare.  Some 
of  these  refinements  were  made  at  the  suggestion  of  the  carriers  as  they  began 
their  pre-testing  of  program  procedures.  Where  refinement  or  modifications 
of  procedures  were  essential,  these  were  conveyed  to  carriers  through  a  series 
of  intermediary  letters  designed  for  speedy  issuance  of  information  the  carrier 
needed  to  have  or  through  page  replacements  of  draft  materials  previously  is- 
sued. Many  of  the  "changes"  in  the  official  manual  issued  in  July  1966  were 
merely  the  incorporation  of  these  previously  issued  materials  into  the  body  of  the 
manual. 

Many  of  the  changes  transmitted  by  intermediary  letters  and  manual  replace- 
ments contained  simplifications  of  operating  methods  resulting  from  the  experi- 
ence acquired  by  the  Administration  or  carriers  as  the  program  progressed  ;  very 
few  revisions  were  made  in  the  operating  methods  that  had  been  established.  It 
is  important  that  the  issuance  system  be  flexible  and  responsive  so  that  improved 
and  strengthened  operating  procedures  can  be  quickly  passed  along  to  the  car- 
riers. 

On  August  30,  1966,  an  eleven-member  group  composed  of  carrier  representa^ 
tives  was  established  to  discharge  the  provision  in  the  carrier  agreements  re- 
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quiring  prior  consultation  by  the  Secretary  on  the  contents  of  regulations  and 
instructions  affecting  carrier  operations.  Through  this  group,  carriers  are  on  a 
continuing  basis  afforded  an  opportunity  to  participate  in  the  formulation  of 
proposed  regulations  and  instructions  prior  to  their  issuance. 

6.  Providing  Information  to  Beneficiaries 

The  Social  Security  Administration  through  its  more  than  700  local  offices 
located  in  the  principal  cities  and  towns  of  the  50  States  and  Puerto  Rico  has 
general  responsibility  for  providing  information  about  the  retirement,  survivors, 
disability,  and  health  insurance  programs.  Carriers  have  the  principal  respon- 
sibility for  furnishing  information  in  response  to  inquiries  about  the  processing 
of  specific  claims  and  for  preparing  and  furnishing  to  beneficiaries  and 
to  physicians  accepting  assignments  an  "Explanation  of  Benefits"  form  each 
time  a  Part  B  payment  is  made.  Carriers  are  also  responsible  for  furnishing 
program  information  to  beneficiaries  and  to  the  general  public  in  response  to 
letters  directed  to  the  carriers'  offices  or  personal  visits  to  those  offices.  And 
they  are  a  primary  source  for  furnishing  information  about  the  program  to  indi- 
vidual physicians,  medical  suppliers,  medical  societies,  and  other  physician  and 
health  care  organizations. 

Social  security  beneficiaries  by  long-established  custom  and  practice  turn  to 
the  district  offices  (a  number  of  these  also  have  branch  offices  and  all  have  rep- 
resentatives that  regularly  visit  outlying  areas  servicing  people  who  live  at  a 
distance  from  the  city  or  town  in  which  the  district  office  is  located)  for  program 
information.  These  offices  carry  out  a  broad  spectrum  of  activities  geared  to 
informing  the  general  public  and  beneficiaries  about  their  rights  under  the  health 
insurance  program  and  other  programs  for  which  the  Administration  is  respon- 
sible. The  Social  Security  Administration  district  offices  have  over  the  years 
built  up  extensive  relationships  with  the  various  informational  outlets  at  the 
local  level  and  have  had  exceptionally  good  cooperation  on  the  part  of  these 
outlets  in  providing  informational  materials  about  the  health  insurance  pro- 
gram. Additionally  the  staff  in  these  offices  are  quite  knowledgeable  about  the 
medicare  program  and  through  long  experience  in  dealing  with  the  aged,  have 
acquired  excellent  perception  and  insight  into  the  unique  problems  of  informing 
this  segment  of  the  population. 

The  Administration  felt,  therefore,  that  it  would  be  duplicating  and  costly  to 
superimpose  another  series  of  informational  outlets  on  top  of  this  existing 
resource.  It  advised,  carriers  that  in  view  of  the  existence  of  the  social  security 
district  office  network  it  would  be  unnecessary  for  carriers  to  establish  individual 
offices  in  the  carrier  service  area  for  the  express  purpose  of  providing  informa- 
tion to  beneficiaries  and  the  public  generally,  about  the  health  insurance  pro- 
gram. Social  security  district  offices  have  been  advised  that  where  information 
is  requested  about  a  specific  claim  which  the  district  office  is  unable  to  respond 
to — for  example,  the  basis  for  arriving  at  the  amount  of  charges  allowed — the 
district  office  should  refer  the  person  making  inquiry  to  the  carrier  having 
jurisdiction  since  the  carrier  would  have  all  of  the  facts  available  on  which  it 
made  its  decision.  All  carriers  are  aware  of  these  arrangements.  Many  carriers 
have  indicated  that  they  prefer  that  the  Social  Security  Administration  attempt 
to  handle  as  many  inquiries  as  possible  as  they  do  not  have  the  resources  for 
handling  a  significant  workload  in  the  program  information  area. 

Several  months  ago,  the  Administration  worked  out  arrangements  with  car- 
riers whereby  carriers  are  able  to  use  the  resources  of  the  social  security  dis- 
trict offices  to  obtain  information  from  the  beneficiary  or  other  sources  on  incom- 
plete claims.  These  arrangements  also  encompass  the  referral  to  the  district 
offices  of  examples  of  beneficiary  misunderstanding  that  are  identified  through 
carrier  review  of  bills  so  that  appropriate  informational  programs  can  be 
developed. 


A  Review  of  Social  Security  Administration's  Comments 
on  the  Testimony  of  Medicare  Part  B  Carriers 

(Prepared  by  National  Association  of  Blue  Shield  Plans) 

The  Social  Security  Administration's  comments  on  testimony  presented  by  the 
National  Association  of  Blue  Shield  Plans  and  Commercial  Insurance  Organiza- 
tions serving  as  Part  B  carriers  under  Title  XVIII  have  been  carefully  reviewed. 
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The  comments  only  reiterate  the  position  SSA  has  taken  in  the  past,  which 
NABSP  has  sought  to  modify  for  the  sake  of  improving  the  administrative  effi- 
ciency of  the  Supplementary  Medical  Insurance  Program.  SSA's  paper  attempts 
to  rationalize  its  decisions  and  actions  in  implementing  and  administering  Medi- 
care, instead  of  reacting  directly  and  constructively  to  testimony  of  those  who 
have  extensive  knowledge  and  experience  in  the  financing  of  health  care. 

The  Social  Security  Administration  contends  throughout  the  paper  that  it  has 
established  various  committees  and  liaison  activities  to  obtain  the  views  of  the 
medical  profession  and  the  carriers.  There  is  little  argument  that  this  has  been 
done.  The  critical  point,  which  was  made  in  NABSP's  testimony  and  which  obvi- 
ously must  be  made  again,  is  that  SSA  has  not  followed  the  advice  of  these  com- 
mittees and  groups  on  many  key  issues. 

Shortly  after  Medicare  became  law,  Blue  Shield  representatives  were  consulted 
by  SSA,  and  devoted  a  considerable  amount  of  staff  time  and  talent  to  the  Medi- 
care program.  As  early  as  August  18,  1965,  SSA  asked  NABSP  to  assist  it  by 
participating  in  Work  Groups  to  confer  with,  and  advise,  the  SSA  staff.  In  one 
instance,  the  development  of  Carrier  Qualification  Criteria,  many  of  Blue 
Shield's  suggestions  were  accepted  and  were  subsequently  embodied  in  the  pub- 
lished document.  However,  in  the  area  of  administrative  operation,  the  advice 
and  recommendations  of  the  Work  Group  on  Systems  and  Statistics,  which  had 
seemed  to  be  acceptable  to  SSA  staff,  were  subsequently  rejected  by  SSA.  It  was 
replaced  by  a  system  concept  which  had  been  considered  and  unanimously  op- 
posed by  the  Work  Group.  This  action  by  SSA  occurred  after  the  carriers  had 
been  selected  and  named.  It  is  still  NABSP's  contention  that  the  system  does 
not  lead  to  efficient  administration. 

In  the  hope  that  the  current  re-examination  of  the  Title  XVIII  program  will 
result  in  better  service  to  the  aged  beneficiaries,  the  following  comments  are 
offered  on  the  Social  Security  Administration's  paper. 

1.  MAINTENANCE  OF  BASIC  ELIGIBILITY  RECORDS 

In  its  comments  on  the  section  dealing  with  the  maintenance  of  basic  eligibility 
records  for  Medicare  beneficiaries,  the  Social  Security  Administration's  paper 
misses  the  point  completely.  NABSP's  testimony  did  not  urge  that  the  carriers 
maintain  the  eligibility  records  the  way  SSA  does.  In  urging  a  decentralization 
of  the  basic  record-keeping  function  under  Part  B,  NABSP  pointed  out  that  this 
would  involve  the  Social  Security  Administration  "to  the  extent  of  providing 
carriers  with  eligibility  information." 

What  NABSP  said  in  its  testimony  was  that  if  the  carriers  were  provided  with 
eligibility  information  to  maintain  the  status  file  for  beneficiaries,  this  would 
eliminate  the  costly  and  time-consuming  query  process  by  all  carriers  to  a  central 
point.  NABSP  also  emphasized  that  this  would  "provide"  the  carrier  with  a 
degree  of  control  over  its  claims  processing  functions  so  that  it  would  not  be 
dependent  upon  SSA  for  minute  guidance. 

SSA  states  in  its  paper  that  "if  carriers  maintained  records  for  beneficiaries 
residing  in  the  geographical  area  they  service,  they  might  be  able  to  reduce 
slightly  the  present  1  to  2  days  elapsed  time  that  it  takes  to  obtain  information 
from  the  central  records  using  the  wire  system."  This  statement  contradicts  the 
experience  of  many  Blue  Shield  carrier  Plans,  and  also  appears  to  display  a  lack 
of  understanding  of  the  query  function.  If  a  decentralized  system  is  established, 
it  would  not  "reduce  slightly"  the  query  time,  but  eliminate  it  entirely. 

The  point  is  also  made  by  SSA  that  if  records  were  decentralized,  this  would 
have  limited  carriers  "to  those  with  well  developed  computer  capabilities."  This 
after-the-fact  comment  is  interesting  since  published  Carrier  Qualification  Cri- 
teria stated  that  the  carrier  selected  "should  have  an  existing  operational,  sta- 
tistical, and  record-keeping  capacity  commensurate  with  the  magnitude"  of  the 
Supplementary  Medical  Insurance  Program. 

It  is  stated  by  SSA  that  the  system  for  inter-carrier  exchange  of  data  would 
increase  administrative  costs.  However,  SSA  fails  to  acknowledge  that  savings 
to  administrative  cost  through  elimination  of  the  query  process  should  more  than 
offset  such  new  administrative  expenses. 

2.  CARRIER  SERVICE  AREA 

The  Social  Security  Administration's  position  in  this  discussion  hinges  mainly 
upon  the  statement  that  "some  beneficiaries  have  occasion  to  obtain  services  in 
different  parts  of  the  country  and  other  beneficiaries  change  their  residence  and 
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obtain  services  from  physicians  or  other  persons  in  the  new  locations  to  which 
they  move."  Actually,  the  percentage  of  the  aged  who  fall  into  the  first  category 
is  insignificant  in  comparison  to  those  who  would  otherwise  establish  permanent 
relationships  with  a  single  carrier  within  their  geographic  area.  As  for  those  aged 
who  change  their  residence,  status  file  records  would  be  transferred  to  the  carrier 
serving  the  area  to  which  they  have  moved. 

With  regard  to  consistency  in  the  determination  of  reasonable  charges,  this 
problem  was  resolved  to  everyone's  satisfaction  when  the  Railroad  Retirement 
Board  elected  to  use  its  own  carrier  and  asked  SSA  carriers  to  cooperate  in  as- 
suring consistent  performance.  The  obvious  question  is :  If  consistency  in  deter- 
mining reasonable  charges  can  be  achieved  satisfactorily  for  RRB  beneficiaries, 
why  should  it  not  work  just  as  well  when  a  beneficiary  under  Part  B  receives 
services  outside  his  carrier's  area? 

The  statement  is  also  made  that  by  assigning  carriers  to  make  payment  for 
services  rendered  in  a  "distinct  geographic  area,"  the  close  relationship  between 
the  carrier  and  the  physicians  in  the  area  would  be  encouraged.  It  should  be 
pointed  out  that  one  of  Blue  Shield's  strengths  lies  in  the  unique  relationship 
it  has  with  the  medical  professional  and  it  does  not  need  to  rely  on  this  program 
to  develop  closer  relationships  with  physicians.  Furthermore,  the  Criteria  for 
Carriers  clearly  states  that  the  carrier  selected  ''should  have  the  ongoing  pro- 
fessional relationships  essential  to  administering"'  the  Medicare  program. 

3.   STATISTICAL  REQUIREMENTS 

Blue  Shield  Plans  do  not  object  to  providing  necessary  statistical  data  to  SSA. 
They  maintain,  however,  that  the  systems  and  procedures  to  obtain  these  data 
should  be  efficient  and  the  cost  of  these  procedures  must  realistically  yield  data 
of  comparable  value. 

SSA  implies  that  the  statistical  requirements  under  Medicare  are  no  different 
from  the  payment  record  or  paid  claim  cards  that  Blue  Shield  Plans  prepare 
regularly.  This  is  not  true. 

As  emphasized  in  the  testimony  of  John  C.  McCabe.  President,  Michigan  Blue 
Shield,  "most  Blue  Shield  Plans,  when  dealing  with  their  large  group  accounts, 
submit  regular  reports  but  not  in  the  massive  detail  required  under  the  Medicare 
program."  Mr.  McCabe  pointed  out  that  under  the  existing  requirements.  Part  B 
carriers  in  the  first  12  months  will  have  transmitted  upwards  of  25  million  in- 
dividual payment  records  to  SSA.  He  stated  further  that  in  addition  to  these 
statistics,  carriers  must  transmit  to  SSA  several  million  copies  of  actual  claims 
as  a  result  of  the  5  percent  sampling  requirement. 

These  monumental  figures  become  even  more  significant  when  it  is  recalled 
that  the  Committee  on  Ways  and  Means,  in  considering  the  Medicare  bill.  H.R. 
0675,  was  discussing  a  sampling  of  l/10th  of  1  percent. 

Medicare  as  it  is  now  structured,  is  a  difficult  program  to  administer  and 
carriers  should  not  be  unnecessarily  encumbered  by  a  massive  statistical  re- 
search progam.  If  elaborate  studies  are  needed,  they  should  be  made  through 
separate  contracts  and  separate  funds  so  that  hey  do  not  inflate  unnecessarily 
the  administrative  costs  of  the  Medicare  program. 

4.   GUIDELINES  FOR  DETERMINING  REASONABLE  CHARGES 

In  its  zeal  to  assure  uniform  performance  in  the  area  of  determing  reasonable 
charges — a  function  assigned  exclusively  to  carriers — it  appears  that  the  action 
of  SSA  may  be  in  conflict  with  the  law.  If  the  law  is  to  be  implemented  as  it  is 
written,  there  will  be  variations  in  the  determination  of  reasonable  charges 
based  on  he  carrier's  expertise  and  intimate  knowledge  of  the  charges  and  the 
practice  of  medicine  in  the  area  in  which  it  operates.  Obviously,  this  is  not  in 
accord  with  SSA's  position  that  strict  guidelines  are  needed.  It  has  come  to  the 
attention  of  XABSP  that  the  Division  of  Reimbursement  has  already  reviewed 
the  performance  of  certain  Part  B  carriers  and  criticized  them  for  not  conform- 
ing with  the  Regulations  on  Determination  of  Reasonable  Charges.  Thus,  while 
these  carriers  may  have  been  exercising  their  judgment  and  conforming  with 
the  provisions  of  the  law,  they  were  judged  according  to  SSA's  standards.  SSA 
may  maintain  that  its  regulations  are  not  rigid,  but  the  interpretation  by  Federal 
agencies  to  which  carriers  must  also  answer  may  be  otherwise. 
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5.  POLICY  AND  ADMINISTRATIVE  ISSUANCES 

SSA's  comments  on  the  volume  of  manual  changes  and  intermediary  letters 
issued  parallel  the  testimony  presented  by  NABSP.  However,  SSA  again  fails  to 
deal  with  the  primary  thrust  of  NABSP's  testimony.  Blue  Shield  contended  that, 
instead  of  issuing  many  strict  and  tightly-structured  instructions,  SSA  should 
offer  broad  policy  outlines  and  allow  carriers  to  exercise  management  judgment  in 
implementing  them. 

SSA's  paper  serves  to  re-emphasize  the  point  that  the  "final"  manual  on  the 
program  was  not  issued  until  19  days  after  Medicare  was  in  effect,  and  that  a 
section  dealing  with  instructions  on  fiscal  administration  was  not  embodied  in  the 
manual  until  36  days  after  the  program  had  been  in  operation.  While  recognizing 
the  complexity  and  magnitude  of  the  Medicare  program,  it  must  be  pointed  out 
that  these  delays  caused  considerable  difficulties  to  carriers. 

A  similar  problem  to  carriers  has  been  the  voluminous  flow  of  Intermediary 
Letters  containing  instructions  which  Plan  personnel  must  read  and  integrate 
into  their  Medicare  operations.  At  this  writing  some  208  Intermediary  Letters, 
totaling  more  than  1,000  pages,  have  been  issued.  At  a  Medicare  Briefing  Con- 
ference in  Washington,  D.  C,  on  April  20, 1967,  SSA  indicated  that  at  the  present 
time  only  83  of  these  Intermediary  Letters  were  in  effect.  The  point  made  in  the 
Blue  Shield  testimony  was  that  these  constant  changes  add  to  the  administrative 
burden  of  the  program  and  slow  down  the  efficient  processing  of  claims.  SSA  has 
merely  reinforced  this  point  by  admitting  that  the  vast  majority  of  these  Letters 
have  involved  more  than  one  administrative  change. 


SSA  also  stated  that  an  11-member  carrier  representative  group  was  formed 
on  August  30,  1966,  in  accordance  with  "carrier  agreements  requiring  prior  con- 
sultation by  the  Secretary  on  the  contents  of  regulations  and  instructions  affect- 
ing carrier  operations."  No  mention,  however,  is  made  of  the  fact  that  130  Inter- 
mediary Letters  were  issued  before  the  carrier  representative  group  was  named, 
or  why  there  was  delay  in  establishing  this  group. 

It  is  also  stated  that  through  this  carrier  representative  group,  carriers  have  a 
continuing  opportunity  "to  participate  in  the  formulation  of  proposed  regulations 
and  instructions  prior  to  their  issuance." 

The  following  figures  provide  an  insight  into  how  this  group  was  consulted. 
Of  the  208  Intermediary  Letters  issued,  the  group  was  consulted  on  only  29.  And 
of  the  29,  several  were  presented  to  the  group  upon  its  arrival  for  the  meeting 


instead  of  giving  time  for  prior  consultation  as  required  by  the  contract.  Simi- 
larly, 32  revisions  to  the  Manual  have  been  issued  and  of  these,  the  Committee 
has  been  consulted  on  only  11. 

G.  PROVIDING  INFORMATION  TO  BENEFICIARIES 

The  comments  of  SSAAA  pertaining  to  beneficiary  service  again  fail  to  recog- 
nize the  needs  of  the  program  as  pointed  out  in  Blue  Shield's  testimony.  NABSP's 
testimony  related  to  the  position  of  SSA  that  carriers  would  not  be  involved  in 
providing  information  to  beneficiaries,  and,  therefore,  were  not  authorized  to 
staff  for  these  purposes.  While  it  may  be  true  that  the  Social  Security  district 
offices  have  built  up  extensive  relations  with  beneficiaries,  these  relations  are  not 
effective  when  applied  to  Medicare  problems.  It  should  be  recognized  that  bene- 
ficiaries, who  have  questions  about  Medicare,  naturally  contact  the  local  organiza- 
tion where  the  actual  paperwork  is  being  done  and  from  where  the  payment  for 
services  originates. 

In  New  York  City,  for  instance,  the  Blue  Shield  Plan  must  maintain  a  staff  of 
90  persons  to  service  telephone  and  personal  inquiries  on  Medicare.  As  many  as 
500  persons  a  day  have  visited  the  Plan  to  seek  information  and  help  on  Medicare, 
and  about  50  percent  of  their  questions  relate  to  basic  features  of  the  program 
which  were  well  explained  in  the  literature  on  Medicare. 

It  is  interesting  to  note  that  in  regard  to  beneficiary  services,  SSA  comments 
that  "it  would  be  duplicating  and  costly  to  superimpose  another  series  of  in- 
formational outlets  on  top  of  this  existing  resource."  Meanwhile,  in  Intermediary 
Letter  No.  207  dated  March  29, 1967,  SSA  states  that  district  office  personnel  will 
develop  and  implement  programs  that  will  involve  personal  contact  with  physi- 
cians. This  obviously  duplicates  and  superimposes  the  activities  of  carrier  profes- 
sional relations  programs.  Of  greater  concern,  however,  is  that  these  new  activi- 
ties may  seriously  hamper  and  interfere  with  the  fine  carrier-physician  relation- 
ships which  exist  today. 
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CONCLUSION 

It  is  regrettable  that  SSA  did  not  comment  upon  other  items  contained  in 
NABSP's  testimony  that  affects  the  administration  and  cost  of  this  program. 

For  example,  what  of  Blue  Shield's  suggestion  that  the  receipted  bill  require- 
ment be  corrected  so  that  the  beneficiary  will  not  have  to  face  a  hardship  if  he 
cannot  pay  his  bill  in  full  in  order  to  obtain  a  receipted  bill? 

What  can  be  done  to  eliminate  the  confusion  over  "split  payments"  to  the 
physician  and  the  beneficiary,  when  the  beneficiary  has  already  paid  more  than 
the  deductible  and/or  the  coinsurance  amount  to  the  provider  of  service? 

Is  it  not  possible  to  ease  the  signature  requirement  on  the  Medicare  claim  form 
so  that  obviously  valid  claims  can  be  processed  without  the  time-consuming 
process  of  sending  them  back  for  signatures? 

By  seriously  weighing  these  and  other  suggestions,  SSA  may  have  been  able  to 
resolve  some  thorny  problems  that  are  preventing  the  carriers  from  serving  the 
beneficiaries  more  efficiently. 

The  Committee  on  Ways  and  Means  and  the  Congress  wisely  recognized  the 
need  to  utilize  the  ability  of  private  carriers  and  to  have  them  assume  a  signifi- 
cant role  in  the  administration  of  Medicare.  Through  Blue  Shield's  testimony  and 
through  these  comments  on  SSA's  paper,  an  attempt  has  been  made  to  show  that 
the  capacity  of  carriers  has  not  been  used  to  the  extent  intended  in  the  law. 

The  Chairman.  Without  objection,  the  committee  will  adjourn  until 
10  o'clock  tomorrow  morning. 

(Whereupon,  at  4:15  p.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  Tuesday,  March  7, 1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


TUESDAY,  MARCH  7,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington^  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man of  the  committee)  presiding. 

Mr.  Watts  (presiding).    The  committee  will  please  be  in  order, 
We  are  very  fortunate  this  morning  to  have  as  our  first  witness  one 
of  our  colleagues,  Congressman  Zablocki,  from  Wisconsin.  Come 
around,  Congressman.    We  would  be  delighted  to  hear  you. 

STATEMENT  OF  HON.  CLEMENT  J.  ZABLOCKI,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  WISCONSIN 

Mr.  Zablocki.  Thank  you,  Mr.  Chairman. 

I  am  indeed  grateful  to  have  this  opportunity  to  come  before  this 
committee  to  express  my  views  on  needed  amendments  to  our  social 
security  laws. 

I  want  to  commend  you  and  the  committee  for  acting  so  promptly 
on  the  administration's  proposed  increases  in  social  security  benefits. 
I  wish  to  express  my  own  general  support  and  endorsement  of  the  pro- 
gram to  strengthen  and  improve  social  security  as  proposed  by  Presi- 
dent J ohnson  in  his  January  23  message  to  Congress. 

The  inflationary  trend  of  the  past  year  has  caused  the  senior  citizens 
of  our  Nation  more  hardship  than  anyone  else.  For  many  of  them 
the  subsistence  line  is  indeed  a  thin  one.  A  rise  in  food  and  other 
living  costs  means  tightening  the  belt,  doing  without,  and  sometimes 
acute  distress. 

The  President  has  acted  to  meet  these  problems  facing  the  elderly 
by  proposing  a  fair  and  reasonable  increase  in  the  social  security 
benefits.  It  is  my  hope  that  the  Congress  will  act  responsibly  and 
effectively  to  approve  these  boosts  in  social  security  payments. 

Nevertheless,  I  am  deeply  concerned  about  the  far-reaching  impli- 
cations of  the  President's  recommendation  that  an  increase  in  special 
benefits  be  made  to  900,000  persons  72  years  of  age  or  over,  who  have 
made  little  or  no  social  security  contribution  and  provision  of  special 
benefits  for  200,000  persons  72  years  of  age  or  over,  who  never  before 
have  received  benefits. 

While  I  believe  that  those  increased  and  extended  benefits  are 
needed,  such  provisions — in  addition  to  some  innovations  made  in  the 
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89th  Congress — indicate  that  the  social  security  program  is  turning 
away  from  its  original  insurance  concept  and  is  rapidly  becoming  a 
national  social  welfare  program. 

The  idea  behind  social  security  was  that  a  man  during  his  lifetime 
could,  through  his  labor  for  wages,  put  away  in  a  national  fund  money 
which  would  return  to  him  as  a  pension  when  he  reached  retirement 
age  or  Avas  totally  disabled. 

Today  we  find  more  and  more  persons  who  never  contributed  to  the 
social  security  fund  reaping  its  benefits.  The  cost  of  including  these 
persons  is,  however,  still  being  borne  by  the  individual  wage  earner. 
The  result  is  that  we  are  getting  to  a  point  where  the  Federal  Insurance 
Contribution  Act  tax  is  becoming  a  burden  to  persons  attempting  to 
raise  young  families. 

I  am  further  concerned  that  by  including  many  of  the  over-72  per- 
sons in  the  social  security  program  we  are  only  lightening  the  burden 
which  the  States  traditionally  have  carried  in  providing  welfare 
assistance. 

At  the  same  time,  I  recognize  that  some  States  do  not  have  adequate 
programs  to  assist  the  indigent  and  that,  as  a  result,  many  of  our 
elderly  poor  must  exist  in  conditions  that  constitute  a  shame  for  our 
affluent  society. 

My  point,  therefore,  is  this :  If  we  are  creating  a  national  welfare 
program,  let  us  be  honest  about  it.  We  should  abandon  the  idea  of  an 
insurance  program  which  must  be  actuarially  sound  and  financed  by  a 
special  tax  on  wages.  Perhaps  the  time  has  come  to  finance  at  least 
certain  parts  of  social  security  out  of  general  revenues. 

It  is  my  hope  that  my  colleagues  on  the  Ways  and  Means  Committee 
will  give  this  matter  careful  consideration  as  they  work  on  the  Social 
Security  Amendments  of  1967. 

In  two  other  respects  I  believe  that  the  President's  proposal  does 
not  go  far  enough  in  meeting  real  needs  of  our  elderly. 

First,  I  believe  that  the  raise  in  the  earnings  exemption  of  12  per- 
cent, from  $1,500  to  $1,680,  is  far  too  small.  Bather,  a  more  realistic 
amount  would  be  $2,000. 

Many  of  my  eldery  constituents  have  told  me  of  the  financial  diffi- 
culties which  the  current  earnings  limitation  puts  on  them.  They 
have  small  part-time  jobs  which  keep  them  busy  and  at  the  same  time 
keep  them  contributing  needed  skills  to  our  community  life. 

Yet,  often  they  are  penalized  for  their  enterprise  by  being  denied  the 
full  amount  of  their  social  security  benefit. 

I  further  believe  that  the  amount  above  earnings  exemption  up  to 
which  a  beneficiary  can  retain  $1  in  payments  for  each  $2  in  earnings 
be  increased  from  $2,700  to  $3,000,  instead  of  the  $2,880  recommended 
in  the  President's  message. 

My  particular  purpose  in  coming  before  you  here  today  is  to  testify 
on  behalf  of  a  proposal  in  my  bill,  H.E.  6561.  The  measure  amends 
title  XVIII  of  the  Social  Security  Act  to  permit  an  individual  to  be 
paid  for  charges  by  a  physician  under  the  supplementary  benefits  pro- 
gram prior  to  the  individual's  own  payment  for  the  charges  involved. 

I  am  pleased  to  be  a  cosponsor  of  this  bill  with  a  distinguished  and 
esteemed  member  of  this  committee,  the  gentleman  from  Ohio,  Mr. 
Vanik.    He  has  introduced  the  proposal  as  H.R.  5509. 
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This  legislation  is  aimed  at  easing-  the  burden  of  payment  on  some 
medicare  recipients,  thereby  remedying  a  serious  difficulty  which  has 
arisen  since  the  enactment  of  the  medicare  program  in  the  89th 
Congress. 

As  you  know,  Mr.  Chairman,  under  the  supplementary  benefits 
insurance  program,  a  doctor  has  the  option  of  dealing  directly  with 
the  Government  to  obtain  payment  or  of  requiring  the  patient  to  pay 
him  directly. 

The  patient  then  sends  the  receipted  bill  to  the  Social  Security 
Administration  for  reimbursement.  The  reimbursable  portion 
amounts  to  80  percent  after  the  first  $50. 

According  to  information  I  have  received  from  officials  of  the 
Social  Security  Administration,  in  about  50  percent  of  cases  doctors 
are  unwilling  to  bill  the  Government  directly.  Some  doctors  refuse 
completely ;  others  pick  and  choose  among  cases,  apparently  on  their 
personal  determination  of  the  financial  ability  of  the  patient  to  pay. 

The  net  result,  therefore,  is  that  in  about  half  the  cases  which  an 
elderly  beneficiary  of  medicare  uses  the  supplementary  medical  insur- 
ance he  must  first  pay  his  doctor  before  he  can  obtain  reimbursement 
from  the  Government.  Further,  often  3  months  or  more  can  elapse 
between  the  submission  of  a  receipted  bill  and  actual  payment. 

This  situation  is  causing  severe  financial  hardships  for  many  of  our 
Iderly  sick. 

Mail  from  my  constituents  has  been  heavy  with  complaints  about 
this  procedure.  It  is  my  understanding  that  other  Members  of  Con- 
gress have  received  similar  letters. 

Not  long  ago  an  elderly  man  wrote  me  that  he  had  undergone  rather 
major  surgery.  His  doctor  bills  amounted  to  more  than  $500.  Be- 
cause his  physician  would  not  accept  assignment  of  the  charges  directly 
to  the  Government,  he  was  forced  to  borrow  the  money  and  put  his 
house  up  as  collateral. 

This  involved  considerable  time,  worry,  and  redtape,  in  addition 
to  the  payment  of  high  interest  rates  on  his  short-term  loan.  Under- 
standably, this  man  was  bitter  about  the  operation  of  the  medicare 
program. 

I  could  recite  many  other  such  instances  which  have  come  to  my 
attention.  In  some  cases  persons  have  taken  out  short-term  notes 
expecting  quick  reimbursement  from  the  Government.  When  the 
weeks  stretch  into  months  and  no  money  is  forthcoming  and  the  note 
is  about  to  fall  due,  they  are  caused  considerable  anxiety. 

In  other  instances,  the  trouble  may  lie  with  a  physician  who  will 
not  deal  with  the  Government  under  any  circumstances.  Social  secu- 
rity officials  have  told  me  of  cases  in  which  doctors  have  turned  over 
the  due  bills  to  bill  collectors  rather  than  accept  assignment. 

Up  to  this  time,  the  only  recourse  open  to  a  medicare  beneficiary 
was  to  make  sure  that  his  doctor  would  deal  with  the  Government  be- 
fore incurring  any  charges. 

Often,  however,  this  is  an  impractical  solution.  First,  few  recipi- 
ents are  aware  of  this  aspect  of  the  law.  They  seldom  think  to  ask 
the  doctor  about  his  policies.  Second,  because  of  circumstances  an 
individual  may  have  only  one  or  two  physicians  to  choose  from. 
And  third,  when  a  patient  has  built  up  a  relationship  of  trust  with 
a  doctor,  he  may  be  loath  to  seek  help  elsewhere. 
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The  legislation  which  Congressman  Vanik  and  I  have  introduced 
would  provide  an  effective  practical  remedy  to  this  problem. 

It  would  amend  title  XVIII  of  the  Social  Security  Act,  under  part 
B,  in  two  ways:  First,  it  would  strike  out  the  requirement  for  sub- 
mitting a  receipted  bill  to  the  Government.  Second,  it  would  substi- 
tute a  provision  for  payment  upon  submission  by  the  beneficiary  of 
an  itemized  bill  prepared  by  the  physician  or  other  persons  providing 
services  covered  under  the  program. 

This  proposal  would  effectively  lift  the  financial  burden  from  the 
shoulders  of  the  elderly  person,  while  respecting  the  doctor's  freedom 
to  deal  with,  or  not  to  deal  with,  the  Government. 

On  March  3,  in  response  to  my  request,  Mr.  Darell  Coover,  a  rep- 
resentative of  the  American  Medical  Association,  sent  a  memorandum 
expressing  support  of  the  principle  underlying  this  legislation.  With 
your  permission,  I  will  quote  from  Mr.  Coovers  statement : 

The  proposed  change  is  not  only  consumer-oriented  but  it  is  also  a  reaffirma- 
tion of  a  belief  in  the  physician-patient  relationship.  There  are  those  who 
might  say  that  paying  the  patient  first  could  result  in  the  patient  not  paying 
his  doctor  bill.  This  is  a  matter  of  a  physician  trusting  his  patient,  which  he 
has  done  in  the  past  under  the  private  practice  of  medicine,  when  he  sends  a 
bill  to  his  patient. 

He  does  not  know  for  certain  that  the  bill  will  be  paid.  He  is  putting  his 
faith  in  the  patient  to  pay  when  he  can.  The  Zablocki  bill  would  allow  the  same 
procedure  under  part  B  of  Medicare.  It  is  a  statement  backing  the  physician- 
patient  relationship,  which  is  so  vital  to  the  practice  of  medicine  and  to  adequate 
health  care. 

If  the  bill  is  small,  the  patient  might  wish  to  go  ahead  and  pay  it  and  send  it 
in  for  reimbursement.   The  receipted  bill  would  still  be  acceptable. 
There  are  two  major  advantages  to  this  bill : 

1.  The  patient  will  be  able  to  be  reimbursed  first,  before  he  has  to  put  out  any 
money.  This  creates  no  hardship  for  him. 

2.  He  will  know  if  the  bill  is  approved  by  the  Social  Security  Administration, 
as  submitted,  before  he  pays  the  physician.  If  it  is  not,  then  he  has  the  oppor- 
tunity of  discussing  it  with  his  physician  before  he  has  paid  out  anything. 

This  procedure  of  allowing  physicians  and  patients  to  continue  a  relationship 
which  has  been  in  existence  for  many  years  will  help  make  the  administration 
of  medicare  smoother. 

This  method  of  a  physician's  statement  is  backed  by  resolution  of  the  House 
of  Delegates  of  the  American  Medical  Association  at  its  Clinical  Session  on 
November  28-30  in  Las  Vegas.  This  will  also  meet  the  objections  of  those  in 
senior  citizens  groups  and  in  labor  who  have  pointed  out  the  hardship  which  the 
current  procedure  of  requiring  a  receipted  bill  has  brought  about. 

Finally,  if  a  physician  should  object  to  giving  a  patient  a  bill  for  use  in  col- 
lecting the  reimbursable  portion,  he  has  the  alternative  of  directly  billing  the 
government,  which  is  already  allowed  under  part  B. 

Needless  to  say,  I  am  gratified  that  the  AMA  has  seen  fit  to  support 
a  proposal  which  would,  in  some  cases  at  least,  cause  a  delay  in  pay- 
ment to  doctors. 

Unfortunately,  the  position  of  the  Social  Security  Administration 
up  to  now  has  been  to  defend  the  present  procedure.  In  the  standard 
reply  to  inquiries  on  this  point,  the  agency  cites  a  number  of  reasons  for 
requiring  a  receipted  bill  rather  than  paying  the  beneficiary  without 
his  having  paid  the  bill  for  the  services  he  has  received. 

Briefly,  these  arguments  are  three : 

First,  requiring  a  receipted  bill  prevents  cheating.  That  is,  it  pre- 
vents a  patient  from  obtaining  the  services  of  a  physician,  collecting 
the  money  from  the  Government,  and  then  using  the  money  for  other 
purposes. 
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Second,  it  makes  the  patient  more  likely  to  be  concerned  about  the 
reasonableness  of  the  physician's  charges.  According  to  this  rea- 
soning, patients  are  more  likely  to  be  concerned  with  charges  if  they 
must  pay  the  total  before  they  can  be  reimbursed  and  know  that  they 
will  not  be  reimbursed  for  any  difference  between  the  physician's 
charge  and  a  reasonable  charge. 

Third,  requiring  a  receipted  bill  provides  an  incentive  for  physicians 
to  accept  assignment.  Under  this  method  the  physician  may  not 
charge  the  patient  more  than  his  customary  charge  or  the  charge  pre- 
vailing in  the  area. 

To  my  mind,  the  Social  Security  Administration  reasons  for  re- 
quiring a  receipted  bill  are  weak. 

It  seems  to  me  that  an  itemized  bill  would  be  as  effective  as  a  re- 
ceipted bill  in  preventing  cheating  and  abuses  of  medicare.  In  any 
case,  the  problem  is  the  doctor's  not  the  Government's  if  a  patient  does 
not  pay  for  services  received.  As  Mr.  Coover  of  the  AMA  points  out 
it  is  a  matter  of  the  physician  trusting  the  patient  as  he  has  always 
had  to  do  in  the  practice  of  medicine. 

If  the  Social  Security  Administration  really  is  worried  about  pos- 
sible kickbacks  or  collusion  between  doctor  and  patient  it  matters  little 
whether  the  Government  is  presented  with  an  itemized  or  receipted  bill. 
Both  could  be  manufactured  with  equal  ease. 

Second,  it  seems  to  me  that  an  itemized  bill,  more  than  a  receipted 
bill,  will  make  patients  aware  of  the  reasonableness  of  physicians' 
charges. 

First  of  all,  now  many  of  us  have  any  idea  of  what  is  a  reasonable 
charge?  Comparison  shopping  for  medical  services  is  virtually  un- 
known. Most  of  us  are  accustomed  to  accepting  the  bills  handed  to  us 
by  doctors.    Our  elderly  under  medicare  are  no  different. 

Under  the  present  system  if  a  patient  has  been  overcharged  he  pays 
and  then  is  recompensed  only  in  part  by  the  Government.  He  loses. 
Where  is  his  anger  likely  to  be  directed  ?  Probably  the  Government  as 
much  as  the  doctor. 

Under  the  procedure  which  would  be  established  by  the  Vanik- 
Zablocki  proposal,  the  patient  would  have  his  medical  payment  in  hand 
and  an  unpaid  bill  when  he  confronts  his  physician  to  talk  about  the 
charge.  It  would  give  the  individual  a  bargaining  power  in  dealing 
with  the  doctor  which  he  now  lacks. 

It  seems  to  me  that  the  real  reason  for  the  Social  Security  Adminis- 
tration preferring  a  receipted  bill  is  the  pressure  it  puts  on  doctors  to 
deal  directly  with  the  Government  and  to  accept  the  assignment  of 
charges. 

A  patient  faced  witli  a  large  medical  bill  is  quite  likely  to  try  to  con- 
vince his  doctor  to  deal  directly  with  the  Government. 

Such  pressures,  as  we  have  seen,  have  been  successful  in  only  about 
half  the  cases  under  medicare.  Where  the  incentive  has  been  unsuc- 
cessful, moreover,  tremendous  economic  burdens  have  been  put  on  our 
old  people. 

I  have  no  doubt  that  should  our  amendment  be  approved  that  the 
percentage  of  doctors  accepting  assignment  would  decrease.  How- 
ever, a  sharp  drop  is  to  be  doubted.  Many  physicians  would  prefer  to 
be  sure  of  receiving  payment  by  dealing  with  the  Government  rather 
than  take  a  chance  on  their  patients. 
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At  the  same  time,  however,  the  change  might  well  have  the  effect 
of  obtaining  greater  physician  compliance  with  the  Social  Security 
Administration  on  reasonable  rates  and  charges. 

If  a  patient  confronts  his  doctor  with  a  letter  from  the  Govern- 
ment saying  that  he  has  been  overcharged  and  enclosing  the  fair 
amount,  the  physician  also  will  find  himself  under  pressures  to  accept 
that  sum. 

Under  the  present  system,  there  is  no  such  incentive.  By  the  time 
that  the  patient  finds  out  that  he  has  been  overcharged  the  doctor  has 
the  money. 

Mr.  Chairman,  I  earnestly  believe  that  the  reform  which  this  meas-" 
ure  would  effect  is  very,  very  necessary  to  the  smooth  and  beneficial 
operation  of  the  medicare  program. 

The  current  procedure  is  punishing  our  older  Americans  unneces- 
sarily. It  must  be  changed.  It  is  my  hope  that  this  committee  will 
amend  the  social  security  laws  to  reflect  the  proposal  contained  in  the 
measure  which  Representative  Vanik  and  I  have  introduced. 

This  concludes  my  statement,  Mr.  Chairman. 

The  Chairman.  Any  questions  of  Congressman  Zablocki  ? 

It  has  been  mighty  fine  of  you  and  I  can  assure  you  that  the  problem 
you  raise  and  attempt  to  remedy  in  your  bill  and  that  of  Congressman 
Vanik  is  under  active  consideration  by  the  committee. 

We  recognize  the  problem  that  you  refer  to  and  if  and  when  we  re- 
port a  bill  I  hope  there  will  be  some  relief  along  the  lines  that  you 
suggest. 

Mr.  Zablocki.  Again,  Mr.  Chairman,  thank  you  and  your  commit- 
tee for  giving  me  this  opportunity  to  testify.  I  also  want  to  con- 
gratulate the  chairman  for  expediting  consideration  on  this  measure. 

The  Chairman.  Thank  you,  sir. 

We  are  glad  to  have  you. 

Next  is  our  colleague,  Mr.  Schweiker. 

We  are  glad  to  have  you  with  us  this  morning.    The  Honorable 
Richard  S.  Schweiker,  a  Member  of  the  Congress  from  Pennsylvania. 
Mr.  Schneebeli.  Mr.  Chairman? 
The  Chairman.  Yes. 

Mr.  Schneebeli.  I  also  would  like  to  welcome  Dick  Schweiker  to 
this  hearing.  He  is  one  of  our  more  promising  Congressmen  from  the 
State  of  Pennsylvania  and  I  am  sure  he  has  a  lot  of  valuable  informa- 
tion to  add  to  this  hearing  and  to  our  sessions  here. 

Thank  you  very  much. 

The  Chairman.  We  are  glad  to  have  you  and  you  are  recognized, 
sir. 

STATEMENT  OF  HON.  RICHARD  S.  SCHWEIKER,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  PENNSYLVANIA 

Mr.  Schweiker.  Thank  you,  Mr.  Chairman,  Mr.  Schneebeli,  and 
members  of  the  committee.  I  appreciate  this  opportunity  to  testify 
this  morning. 

At  the  outset,  let  me  say  I  completely  support  the  steps  this  bill 
would  take  to  streamline  medicare.  In  the  89th  Congress  I  voted  in 
favor  of  the  original  medicare  legislation,  Public  Law  89-97.  With 
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keen  interest  I  have  watched  this  promising  program  begin  in  my  own 
State  of  Pennsylvania.  I  am  convinced  that  medicare  has  the  poten- 
tial to  provide  security  for  our  senior  citizens,  but  we  must  not  neglect 
the  way  the  program  operates  in  practice. 

In  this  light  I  wish  to  report  on  how  bad  a  start  medicare  has  had 
in  Pennsylvania.  Senior  citizens  in  Pennsylvania  filing  claims  for 
doctor  bills  have  had  nightmares  of  redtape,  disillusionment  and 
delays,  instead  of  prompt  service.  Some  men  and  women  who  can 
ill  afford  to  wait  have  been  subjected  to  3  months  or  more  delay  in 
being  reimbursed  for  their  doctor  bills. 

My  office  has  received  a  steady  flow  of  letters,  phone  calls,  and  visits 
from  senior  citizens  complaining  bitterly  and  justifiably  about  their 
bad  experiences. 

Their  claims  have  been  tied  up  for  months.  Their  inquiring  letters 
have  been  unanswered  for  weeks.  When  they  have  received  word  on 
their  claims,  the  replies  have  been  too  cryptic  to  be  understood.  When 
payment  has  finally  been  made,  items  of  the  claim  have  been  rejected 
without  explanation. 

Medicare's  complexities  have  imposed  burdens  on  hospital  offices  as 
well  as  on  individual  patients.  A  large  hospital  near  Philadelphia 
with  35  percent  of  its  patients  covered  by  medicare  reported  to  me  it 
has  had  to  add  four  new  clerks  to  handle  additional  bookkeeping  re- 
quired by  medicare,  and  it  is  considering  acquiring  a  costly  computer 
if  the  situation  worsens. 

A  simplification  of  the  medicare  benefit  structure  as  H.R.  5710  pro- 
poses will  go  a  long  way  to  eliminate  redtape  for  both  patients  and 
hospitals.  It  would  also  help  rectify  the  most  shocking  part  of  Penn- 
sylvania's experience  with  medicare.  That  is  the  inability  thus  far 
of  Pennsylvania  Blue  Shield  to  keep  up  with  its  paperwork  as  State 
intermediary  for  doctor  bill  claims. 

When  medicare  began,  Pennsylvania  Blue  Shield  was  woefully 
unprepared  for  its  job,  despite  the  fact  that  it  had  known  for  5  months 
before  that  it  would  be  a  medicare  "B"  intermediary. 

In  the  first  2  months  of  medicare,  July  and  August  of  1966,  a  flood 
of  34,323  claims  came  in  to  Blue  Shield.  Only  a  trickle  of  1,495  paid 
claims  went  out,  less  than  5  percent  of  the  claims  received. 

By  the  end  of  October,  Blue  Shield  had  processed  only  20.1  percent 
of  the  172,400  claims  received  by  that  time. 

Despite  improved  production  methods,  the  growth  of  the  medicare 
staff  to  223  from  94,  and  the  adding  of  a  night  shift,  Blue  Shield  had 
a  6- week  backlog  of  work  at  the  end  of  January  consisting  of  180,541 
unpaid  claims. 

Over  35  percent  of  these  unpaid  claims  were  more  than  30  days  old. 

Overall,  Blue  Shield  had  paid  out  only  64.5  percent  of  the  509,816 
claims  received  from  July  through  January.  By  the  end  of  J anuary, 
its  monthly  production  was  still  9  percent  less  than  the  number  of 
new  claims  received  in  a  month.  This  meant  the  backlog  of  unpaid 
claims  was  continuing  to  grow. 

These  shocking  figures  concerning  the  processing  of  medicare  B 
claims  account  for  the  widespread  delays  that  senior  citizens  have 
experienced.  Senior  citizens  feel  that  they  have  been  pushed  around 
and  trod  upon.    Aware  of  the  slow  payment  problem,  some  40  per- 
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cent  of  the  physicians  in  the  State  are  apparently  taking  direct  pay- 
ment from  medicare  patients  instead  of  taking  their  claims  by  assign- 
ment. This  leave  the  claim-filing  ordeal  up  to  the  senior  citizen  who 
has  already  paid  his  doctor. 

Blue  Shield,  of  course,  has  not  had  a  simple  task.  In  the  early 
months  of  the  program  one  claim  in  four  had  to  be  sent  back  to  the 
claimant  for  more  information,  a  rate  that  dropped  to  8.1  percent  in 
J anuary .  New  personnel  had  to  be  trained  and  a  new  computer  oper- 
ation installed. 

Claims  were  burdening  the  Blue  Shield  office  which,  if  H.R.  5710's 
provisions  had  been  in  effect,  would  not  have  been  flowing  through 
medicare  B  channels. 

Thus  many  causes  have  contributed  to  stall  the  medicare  program 
in  Pennsylvania.  But  at  the  root  of  these  is  the  complexity  of  medi- 
care regulations  themselves. 

I  welcome  the  provisions  of  H.R.  5710  designed  to  bring  more  order 
to  the  medicare  benefit  structure  for  hospital  inpatient  and  outpatient 
care  and  the  physicians'  fees  which  accompany  that  care. 

Up  to  now  hospitals  have  had  to  keep  three  separate  records  for 
medicare  in  their  outpatient  wards  alone.  One  record  was  for  diag- 
nosis supplied  by  the  hospital,  one  record  was  for  therapy  supplied 
by  the  hospital,  and  the  third  was  for  the  fees  of  the  radiologists  and 
pathologists  attached  to  the  hospital. 

Separate  records  were  required  because  therapy  by  the  hospital 
was  a  medicare  B  item,  diagnosis  by  the  hospital  was  a  medicare  A 
item,  and  the  radiologists  and  pathologists  were  paid  personally  out 
of  medicare  B. 

The  irony  of  this  situation  is  that  the  typical  outpatient  bill,  for 
all  three  kinds  of  services  combined,  is  so  small.  Chopping  such  bills 
up  into  three  smaller  pieces  made  for  complications  entirely  out  of 
proportion  to  the  gross  amount  of  money  involved. 

While  hospitals  wrestled  with  the  three  parts  of  an  outpatient  bill, 
patients  had  their  troubles. 

Coverage  for  hospital  diagnosis  was  subject  to  a  $20  deductible. 
But  coverage  for  hospital  therapy  and  the  doctors'  private  fees  were 
each  subject  to  a  $50  deductible.  If  the  patient  wasn't  totally  con- 
fused at  this  point  in  his  inquiry,  and  if  he  had  made  his  $20  deductible, 
he  could  apply  it  toward  the  larger  $50  deductible,  too. 

H.R.  5710  cuts  through  this  jungle  of  paperwork  when  it  puts  all 
three  types  of  outpatient  care  under  one  medicare  plan,  B.  Now  a 
patient  eligible  for  medicare  B  doctor  bill  insurance  will  be  eligible 
for  all  three  of  these  outpatient  hospital  services  as  well.  All  these 
charges  will  be  governed  by  the  same  $50  deductible. 

It  further  simplifies  medicare  for  the  hospital  inpatient.  It  extends 
medicare  A  hospital  insurance  to  cover  all  radiologists'  and  patholo- 
gists' services  used  by  the  patient  admitted  to  the  hospital.  These 
now  require  separate  claims  against  medicare  B,  and  add  to  Pennsyl- 
vania Blue  Shield  workload. 

And  in  another  main  step  to  simplify  medicare,  it  removes  the 
requirement  that  a  physician  formally  certify  the  need  for  a  patient's 
bemg  hospitalized. 

These  amendments  would  make  a  significant  contribution  to 
smoother  administration  of  the  medicare  program.    The  situation  in 
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Pennsylvania  to  date  over  the  processing  of  medicare  B  claims,  which 
I  outlined  earlier,  points  to  the  definite  need  for  such  streamlining 
reforms. 

Mr.  Chairman,  I  would  like  to  submit,  with  your  approval,  for  the 
record,  a  copy  of  my  January  31  letter  to  Secretary  Gardner  concern- 
ing the  Pennsylvania  medicare  problem,  the  reply  from  Acting  Secre- 
tary Cohen,  together  with  a  comprehensive  report  on  these  difficulties 
from  Mr.  Ball. 

I  appreciate  very  much  your  having  afforded  me  this  opportunity 
to  appear  before  you. 
Thank  you. 

The  Chairman.  Without  objection,  the  additional  material  you 
mention  will  be  included  in  the  record  at  this  point. 
(The  material  referred  to  follows:) 

January  31,  1967. 

Hon.  John  W.  Gardner, 

Secretary,  Department  of  Health,  Education,  and  Welfare, 
Washington,  D.C. 

Dear  Mb.  Secretary.  Since  the  Medicare  program  went  into  effect  last  July, 
my  office  has  received  a  steady  flow  of  letters,  phone  calls,  and  visits  from  senior 
citizens  complaining  bitterly  and  justifiably  about  red  tape  surrounding  their 
$3-a-month  Supplementary  Medical  Insurance. 

One  man  was  so  disgusted  he  notified  Pennsylvania  Blue  Shield,  administrator 
of  the  plan  in  the  state,  that  he  was  quitting  the  program.  This  man  actually 
sent  back  the  benefit  check  for  $46.40  he  had  just  received.  Others  have  burst  into 
tears  in  the  course  of  telling  their  stories.  The  more  outspoken  older  people 
have  denounced  the  program  to  me  as  a  "farce"  or  as  a  subterfuge  to  collect  a 
"$3-a-month  tax"  from  senior  citizens,  giving  them  nothing  in  return. 

I  have  referred  each  of  these  individual  cases  directly  to  Commissioner  Ball 
of  the  Social  Security  Administration.  However,  the  complaints  have  reached 
such  a  volume  and  indicate  such  widespread  problems  that  I  have  decided  to 
bring  the  matter  to  your  attention  personally. 

From  what  these  senior  citizens  have  told  me,  I  think  the  Supplementary 
Medical  Insurance  program  needs  three  improvements : 

First,  there  must  be  a  drastic  speedup  in  .claim  payments.  People  in  no  fin- 
ancial condition  to  wait  long  for  payments  have  had  to  wait  three  months  or 
more  in  some  cases  before  their  claims  were  paid. 

Second,  the  complex  rules  governing  the  $50  deductible  and  the  types  of  serv- 
ices and  supplies  covered  by  the  insurance  must  be  simplified,  to  become  more 
comprehensible  to  people  covered  by  the  program. 

Third,  physicians  must  be  assured  that  when  they  accept  assignment  of  a 
patient's  claim,  the  claim  will  be  paid  promptly  and  with  a  minimum  of  paper- 
work required  for  the  physician.  I  have  been  told  that  some  physicians  collect 
their  fees  directly  from  patients,  who  are  often  hard  pressed,  rather  than  wrestle 
with  the  complexities  of  the  claim  form,  SSA-1490. 

As  for  the  alleged  slowness  of  payment,  I  would  judge  that  this  is  purely  a 
matter  of  clerical  inefficiency  and  hope  steps  will  be  taken  promptly  to  correct 
it.  But  the  two  other  kinds  of  complaints  raise  deeper  questions  about  Supple- 
mentary Medical  Insurance  itself. 

The  first  stumbling  block  for  many  persons  over  65,  apparently,  is  establish- 
ing that  they  have  indeed  spent  their  first  $50  on  medical  care.  The  patient 
must  obtain  itemized  bills  from  every  physician  and  supplier  whose  bills  make 
up  the  first  $50.  Even  if  the  patient  succeeds  in  collecting  what  he  thinks  is 
$50  worth  of  itemized  bills,  the  authorities  may  reject  part  of  that  as  not  within 
the  rules,  and  the  result  has  been  much  heartache  as  well  as  delay. 

In  one  case  brought  to  my  attention,  a  man  submitted  a  claim  for  $232.50  in 
what  he  thought  were  allowable  expenses.  He  received  only  $9  back,  and  with- 
out an  explanation.  a 

When  the  authorities  have  explained  their,  non-allowances  of  certain  expenses, 
the  answer  suited  the  existing  rules  but  was  completely  at  odds  with  the  spirit 
of  the  Medicare  program.    A  man  claimed  $78  for  13  physical  therapy  sessions 
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taken  by  his  wife  as  prescribed  by  her  physician.  He  was  refused  any  payment 
by  Pennsylvania  Blue  Shield.  Blue  Shield  explained  that  the  physical  therapist 
used  was  not  a  "home  health  agency"  cooperating  with  the  program  under  the 
statute.  But  neither  Blue  Cross  nor  Blue  Shield  could  direct  the  couple  to  any 
agency  that  was  so  qualified. 

Finally,  if  the  expense  is  one  which  the  insurance  definitely  covers,  patients 
are  being  subjected  to  the  hardship  of  paying  their  physicians  themselves  because 
the  physicians  want  to  avoid  paperwork.  This  happened  to  an  82-year-old 
man  who  had  to  pay  $675  to  the  surgeon  after  a  gall  bladder  operation  was 
performed. 

The  man's  daughter  told  me  that  unless  the  family  paid  the  $675  they  could 
not  obtain  from  the  physicians  the  documentation  they  needed  to  file  the  claim. 
The  man  was  released  from  the  hospital  October  4.  It  took  over  a  month  for 
the  family  to  raise  the  money.  On  November  11  they  submitted  their  claim, 
and  as  of  December  15  they  had  received  neither  reimbursement  nor  any  ac- 
knowledgement of  the  claim. 

In  the  meantime,  the  daughter  adds,  her  father  has  been  readmitted  to  the 
hospital  for  prostate  surgery  and  the  physicians  have  again  asked  for  payment 
in  advance  of  the  time  the  Supplementary  Medical  Insurance  plan  would  pay. 

If  these  three  examples  in  my  Congressional  district  are  typical,  then  Supple- 
mentary Medical  Insurance  is  creating  a  nightmare  of  red  tape  and  disillusion- 
ment for  senior  citizens  throughout  the  country.  A  program  which  promised 
so  much  more  security  for  persons  65  has  merely  heightened  their  insecurity 
over  paying  their  medical  bills. 

The  fact  that  so  many  senior  citizens  have  brought  their  medical  insurance 
problems  to  me  has  indicated  that  they  apparently  have  nowhere  else  to  turn. 
Whether  it  is  because  they  are  not  articulate  enough  to  express  their  complaints 
to  local  authorities  or  because  local  offices  are  unwilling  or  unequipped  to  help 
them,  the  fact  remains  that  the  program  has  not  run  well  for  many  of  those  for 
whom  it  was  expressly  intended.  It  strikes  many  as  one  more  failure  of  an 
overly-centralized  Federal  government  to  serve  the  people  efficiently. 

It  defeats  the  very  purpose  of  the  Medicare  program  to  make  its  benefits 
require  a  nearly  professional  knowledge  of  how  to  file  a  claim,  as  evidenced  by 
the  entire  page  of  detailed  instructions  on  the  reverse  side  of  Form  SSA-1490. 

It  defeats  the  very  purpose  of  the  Medicare  program  to  make  physicians 
reluctant  to  take  assignments  of  patients'  claims,  since  this  results  in  making  the 
patient  both  pay  the  physician  in  full  after  all,  and  fill  out  form  SSA-1490  him- 
self, and  wait. 

It  defeats  the  very  purpose  of  the  Medicare  program  to  allow  claim-paying 
machinery  to  operate  so  slowly  that  months  go  by  before  claims  are  even 
acknowledged. 

I  hope,  Mr.  Secretary,  that  you  can  investigate  and  move  to  correct  these  faults 
in  Supplementary  Medical  Insurance  and  I  look  forward  to  your  reply. 
Sincerely, 

Richard  S.  Schweiker, 

Member  of  Congress. 

*       *  * 

The  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  February  27,  1967. 

Hon.  Richard  S.  Schweiker, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Schweiker  :  I  very  much  share  the  concern  expressed  in  your  letter 
of  January  31,  1967,  about  complaints  regarding  payments  to  beneficiaries  under 
the  supplementary  medical  insurance  program.  I  asked  Mr.  Robert  M.  Ball, 
Commissioner  of  iSocial  Security,  for  an  up-to-date  report  on  the  medicare  situ- 
ation in  Pennsylvania.  The  report  is  enclosed.  While  neither  we  nor  the  Penn- 
sylvania Blue  Shield  are  satisfied  at  this  point  with  the  status  of  their  activity, 
definite  progress  has  been  made  in  recent  weeks  and  the  situation  is  improving. 

You  may  be  assured  that  there  is  a  distinct  awareness  among  Pennsylvania  Blue 
Shield  and  Government  personnel  of  the  urgency  of  attaining  prompt,  satisfactory 
beneficiary  services  on  all  claims.  We  have  been  in  very  close  touch  with  this 
situation  and  will  continue  to  render  the  kinds  of  help  described  in  this  report. 
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As  you  may  know,  H.R.  5710  which  was  introduced  last  week  contains  Admin- 
istration proposals  for  simplifying  the  medicare  benefit  structure.    I  am  confident 
that  enactment  of  amendments  along  the  lines  proposed  would  ease  administra- 
tion and  lead  to  better  public  understanding  and  improved  service  to  beneficiaries. 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Acting  Secretary. 

Department  of  Health,  Education,  and  Welfare, 

Social  Security  Administration, 

Baltimore,  Hd.,  February  25, 1967. 

Report  on  Processing  of  Medicare  Claims  in  Pennsylvania,  Representative 
Richard  S.  Schweiker's  Inquiry  Dated  January  31, 1967 

MEDICAL  INSURANCE    (PART  B) 

In  Pennsylvania,  physicians'  bills,  and  all  claims  for  payment  of  physicians' 
services  from  individual  beneficiaries  are  the  responsibility  of  Pennsylvania  Blue 
Shield  (except  Railroad  Beneficiaries  who  are  served  by  the  Travelers  Insurance 
Company). 

Enclosed  is  a  table  containing  detailed  operational  workload  information. 
These  data  show  that,  in  the  first  few  months  of  the  program,  Pennsylvania  Blue 
Shield  processed  only  a  small  percent  of  the  hills  received.  In  December  a 
more  favorable  situation  began ;  in  that  month  109,106  bills  were  received  and 
104,575  processed.  In  January  they  received  149,967  bills  which  was  the  largest 
number  of  bills  received  in  any  month  to  date;  hut  at  the  same  time  they 
processed  136,928  bills  which  is  also  the  largest  production  achieved  so  far. 
Thus,  in  January,  production  was  the  equivalent  of  about  91  percent  of  the 
January  receipts.  In  the  month  ending  January,  Pennsylvania  Blue  Shield  had 
almost  6  weeks  work  on  hand,  with  35.8  percent  of  claims  pending  over  30  days. 
During-  Ferbuary  we  expect  that  production  will  pull  ahead  of  receipts. 

The  amount  of  payments  in  medical  benefits  under  Part  B  of  the  health  insur- 
ance program  has  increased  each  month.  As  indicated  in  the  table,  the  carrier 
paid  out  only  $54,248.00,  in  August  but  in  November  $1,215,301.00  was  paid. 
In  December  the  carrier  paid  $2,289,422.00,  which  is  practically  100  percent  more 
than  was  paid  in  the  previous  month.  The  total  paid  through  December  was 
$4,923,124.00.    In  January  the  carrier  paid  out  $2,591,432.00  under  the  program. 

Delays  in  claims  processing  are  attributable  both  to  the  carrier's  need  to  train 
new  personnel  and  further  develop  computer  operations  for  medicare  claims, 
and  to  the  substantial  amount  of  time  needed  for  beneficiaries,  physicians,  car- 
rier personnel  and  others  to  'become  accustomed  to  the  new  program.  Also, 
among  the  factors  that  complicate  and  delay  processing  are  the  special  provi- 
sions that  govern  billing  for  radiologists,  pathologists  and  other  "hospital-based 
physicians"  as  well  as  the  difficulties  some  beneficiaries  have  had  in  securing 
properly  receipted,  itemized  bills  where  the  physician  does  not  accept  assignment. 

In  order  to  overcome  some  of  the  problems  associated  with  the  newness  of 
the  program,  a  new  drive  on  the  proper  completion  of  claims  has  been  initiated 
in  all  States.  We  have  encouraged  beneficiaries,  through  the  press,  to  take 
first  claims  to  their  local  social  security  district  office  for  assistance  in  filing 
and  for  instructions  in  the  proper  completion  of  forms  to  facilitate  their  process- 
ing when  they  reach  the  carriers.  Of  course,  any  beneficiaries  who  need  help 
in  completing  these  forms  or  who  have  any  questions  at  any  other  time  are 
also  encouraged  to  come  to  the  district  offices  for  help  and  information.  Fur- 
thermore, the  carriers  are  using  our  district  officers  for  help  in  obtaining  needed 
claims  information.  Because  of  more  experience  and  improved  procedures, 
Pennsylvania  Blue  Shield  returned  only  8.1  percent  of  the  bills  received  in 
January,  while  in  the  period  July  through  September,  the  carrier  returned  for 
additional  information  25.5  percent  of  the  bills  reecived. 

As  a  result  of  our  mutual  consultation  toward  the  end  of  last  year,  additional 
staff  are  now  on  duty  and  the  trend  of  a  growing  medicare  backlog  is  being  over- 
come. At  the  'beginning  of  the  program,  Pennsylvania  Blue  Shield  employed  94 
full-time  people  for  medicare  work  and  only  a  day  shift  was  in  effect.  Now  a 
night  shift  is  also  operating  and  the  total  present  complement  of  medicare  claims 
people  is  223.   Further  recruitment  is  in  progress.   In  addition  to  the  increased 
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staff,  Pennsylvania  Blue  Shield  has  leased  an  additional  10,000  square  feet  of 
space  to  help  house  the  medicare  operation.  Greater  specialization  is  also  being 
undertaken  in  various  departments  to  expedite  the  processing  of  claims.  'A 
procedure  for  acknowledging  the  receipt  of  beneficiary  claims  which  require 
additional  development  is  also  being  instituted. 

Although  you  will  note  that  the  pending  load  at  the  end  of  January  was  180,541 
bills,  this  is  not  a  true  reflection  of  the  number  of  beneficiaries  whose  claims 
are  awaiting  payment.  Fifty-three  thousand  seven  hundred  (53,700)  bills  repre- 
sented claims  of  hospitals  for  small  charges  made  for  the  professional  services 
of  radiologists  and  pathologists  whose  claims  were  assigned  to  the  hospital  for 
collection.  Forty-five  thousand  bills  are  physicians'  claims.  And,  some  pro- 
portion of  the  balanced  represents  a  number  of  bills  from  the  same  beneficiary. 
In  any  event  a  part  of  the  current  backlog  would  be  a  normal  pipeline  or  work 
processing  backlog. 

HOSPITAL  INSURANCE    (PART  A) 

Payments  to  hospitals  for  services  to  inpatient  beneficiaries  are  flowing 
smoothly.  There  were  145,000  medicare  admissions  reported  for  beneficiaries  in 
Pennsylvania  during  the  period  July-December  1966,  and  Pennsylvania  hospitals 
were  paid  $54,161,000.00  during  this  period. 

Difficulties  exist  in  the  area  of  reimbursement  to  hospitals  for  services  to  out- 
patients. Although  there  are  not  large  amounts  of  money  involved  for  either 
hospitals  or  beneficiaries,  problems  of  beneficiary  understanding,  hospital  record 
keeping  and  fiscal  intermediary  administration  are  caused  by  complexities  in  the 
benefit  provisions  for  outpatient  services.  Enactment  of  a  legislative  proposal 
to  simplify  administration  of  benefits  for  outpatient  diagnostic  services  and  serv- 
ices of  certain  hospital-based  physicians  would  help  relieve  these  difficulties. 

We  are  aware  that  the  $50  deductible  is  a  source  of  some  misunderstanding  on 
the  part  of  medicare  beneficiaries  and  that  in  some  cases  the  problems  associated 
with  keeping  a  record  of  amounts  paid  can  be  significant.  These  problems  are 
similar  to  those  which  have  occurred  under  private  major  medical  insurance 
policies  ;  they  tend  to  be  most  severe  when  a  person  first  enrolls.  Our  experience 
already  indicates  some  improvement.  The  fact  that  the  insurance  companies 
administering  these  provisions  for  the  program  have  in  a  very  short  time  greatly 
increased  their  capacity  to  handle  claims  indicates  that  they  will  increasingly 
be  able  to  provide  beneficiaries  and  physicians  promptly  with  current  information 
about  amounts  paid  toward  the  deductible. 

Concerning  noncovered  services,  we  have  made  an  extended  and  intensive  effort 
to  get  the  necessary  information  to  beneficiaries  in  as  simple  and  straightforward 
a  manner  as  possible.  We  realize  that  beneficiaries  may,  nevertheless,  have 
difficulty  in  understanding  which  services  are  covered.  However,  the  law  is  quite 
explicit  as  to  the  coverage  of  services  of  physical  therapists.  Under  medicare, 
as  under  much  of  private  health  insurance,  the  services  of  privately  practicing 
health  practitioners,  other  than  physicians,  are  generally  not  covered.  In  many 
respects,  medicare  coverage  is  broader  than  much  of  private  health  insurance. 

In  putting  the  medicare  program  into  effect,  we  have  had  the  goal  that  only 
the  minimum  paperwork  that  would  meet  the  needs  of  the  program  should  be 
required.  We  are  recommending  a  change  in  law  to  eliminate  the  requirement 
for  a  physician's  certification  of  medicare  necessity  in  case  of  inpatient  and 
outpatient  services  in  a  general  hospital.  The  request-for-payment  form  for 
reimbursement  of  physicians'  fees  under  the  medical  insurance  plan  was  devel- 
oped in  cooperation  with  representatives  of  organized  medicine  and  is  very 
similar  to  forms  currently  used  by  private  insurance  companies.  Our  experience 
to  date  in  Pennsylvania  has  been  that  58  to  60  percent  of  the  claims  processed 
are  under  the  assignment  procedure  thereby  relieving  the  patient  of  the  need  to 
pay  any  part  of  the  bill  before  before  medicare  benefits  are  paid. 

We  realize,  of  course,  that  in  some  instances  the  physician  will  not  accept  an 
assignment  even  though  the  beneficiary  is  not  in  a  position  to  pay  a  sizeable  fee 
in  advance  of  medicare  reimbursement,  and  that  this  can  result  in  real  hardship 
for  the  beneficiary.  As  carriers  become  more  current  in  claims  payments  and 
many  physicians  experience  a  recognition  of  their  fee  as  the  allowable  "reason- 
able charge"  under  medicare,  we  expect  the  proportion  of  physicians  taking 
assignment  to  rise. 

Robert  M.  Ball, 
Commissioner  of  Social  Security. 
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Pennsylvania  Blue  Shield  workload  data 


Expenditures 

Cumu- 

Cumu- 

Net 

Cumu- 

Supple- 
mental 
medical 
insurance 
benefits 

Admin- 
trative 
costs 

Number 

of 
claims 
received 

lative 
number 
of 

claims 
received 

Total 
claims 
paid 

lative 
number 

of 
claims 
paid 

increase 
in  claims 

per 
month 

lative 
percent 

of 
claims 
paid 

1966 

July-August  (com- 
bined)  

$54,  248 
403, 767 
960,386 
1, 215, 301 
2,  289, 422 

$155, 000 
175,000 
151,000 
135,000 
105, 000 

135,000 

34,323 
62,632 

1,495 
9,471 
23,830 
52, 976 
104, 575 

136, 928 

+32, 828 
+53, 161 
+51,615 
+25,367 
+4,531 

+13, 039 

4.3 

September  

96, 955 
172,400 
250, 743 
359,849 

509, 816 

10,966 
34,796 
87, 712 
192, 347 

329,275 

11.3 

October   

75, 445 
78,343 
109, 106 

149, 967 

20 

November  

35 

December  

53.4 

1967 

January  

2,  591, 432 

64.5 

Total  

7, 514, 556 

856,000 

509, 816 

329, 275 

+180, 541 

The  Chairman.  Mr.  Schweiker,  we  do  appreciate  your  coming  to 
the  committee  and  discussing  this  matter  with  us. 
Are  there  any  questions  ? 
Thank  you,  sir. 

Mr.  Schweiker.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Meany,  we  appreciate  having  you  with  us,  as 
always.  You  have  been  before  the  committee  on  many  other  occasions, 
but  for  the  purposes  of  this  record,  will  you  again  identify  yourself. 

STATEMENT  OF  GEORGE  MEANY,  PRESIDENT,  AMERICAN  FEDER- 
ATION OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZA- 
TIONS; ACCOMPANIED  BY  ANDREW  J.  BIEMILLER,  DIRECTOR, 
DEPARTMENT  OF  LEGISLATION,  AND  BERT  SEIDMAN,  DIRECTOR, 
SOCIAL  SECURITY  DEPARTMENT 

Mr.  Meany.  Thank  you. 

Mr.  Chairman,  I  am  George  Meany,  president  of  the  AFL-CIO  and 
am  presenting  the  views  of  our  organization. 

The  Chairman.  We  are  glad  to  have  you,  sir,  and  you  are 
recognized. 

Mr.  Meany.  We  greatly  appreciate  this  opportunity  to  present  the 
views  of  the  AFL-CIO  on  H.R.  5710,  and  on  the  social  security 
system  as  a  whole. 

There  is  no  need  to  remind  you,  Mr.  Chairman,  of  the  tremendous 
importance  of  social  security  to  Americans  of  all  ages. 

You  have  presided  over  the  development  of  the  social  security  sys- 
tem for  many  years.  The  system  carries  your  trademark.  And  we 
know  that  you  have  always  been  receptive  to  proposals  to  improve  so- 
cial security  to  broaden  it,  to  make  it  serve  the  needs  of  the  American 
people  more  adequately — provided  these  proposals  did  not  endanger 
the  basic  soundness  of  the  system  as  a  whole. 

It  seems  to  us  that  H.R.  5710  represents  this  happy  combination. 
It  offers  a  wide  range  of  badly  needed  improvements  in  social  security 
benefits;  and  it  offers  a  sound  and  equitable  program  for  financing 
them. 
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We  can  all  agree,  I  think,  that  the  benefit  increases  are  long  overdue. 
We  can  all  agree,  as  well,  on  the  reason  for  the  delay.  Over  the  last 
several  years,  the  major  objective  of  those  who  are  deeply  interested  in 
social  security  was  its  extension  to  include  medicare. 

As  this  committee  well  knows,  that  objective  was  not  easily  reached. 
It  required  deep  study,  long  debate  and  many  refinements  of  the  origi- 
nal proposal  before  a  Avorkable — and  generally  acceptable — medicare 
program  was  evolved. 

Now  the  time  has  come  to  return  to  fundamentals — the  basic  social 
security  benefits. 

President  Johnson  has  made  a  number  of  excellent  proposals  which 
are  incorporated  into  H.R.  5710.  We  believe  the  President's  proposals 
are  a  long  step  toward  the  kind  of  social  security  system  the  American 
people  should  have. 

This  is  most  apparent  when  we  consider  the  retirees — the  elderly, 
who  depend  upon  social  security  pensions  for  their  support. 

It  is  true,  and  it  ought  to  be  emphasized  more  strongly,  that  social 
security  is  not  just  an  old  folks'  program.  It  protects  the  widows  and 
children  of  breadwinners  who  die.  It  protects  the  younger  worker 
who  is  disabled,  and  those  who  have  depended  upon  his  earnings. 
These  are  vitally  important  safeguards  that  are  too  often  overlooked, 
especially  by  the  younger  generation  of  workers,  who  need  them  most. 

But  the  great  majority  of  the  22  million  Americans  now  dependent 
upon  social  security  are  elderly  retirees.  So  let  us  look  first  at  their 
plight.  It  is  a  grim  story. 

The  average  monthly  social  security  benefit  for  a  single  retired 
worker  is  about  $84  a  month — about  $20  a  week.  The  average  benefit 
for  a  retired  couple  is  about  $144  a  month  or  about  $33.50  a  week.  For 
2.5  million  widows  the  average  is  only  about  $74  a  month. 

The  last  year  workers  in  this  country  averaged  $20  a  week  in  wages 
was  in  1936,  more  than  30  years  ago.  By  1941,  they  were  up  to  about 
$33.50,  the  same  as  a  retired  couple  gets  today.  But  the  worker  who 
earned  $33.50  in  1941  could  buy  more  than  twice  as  much  for  his  money 
as  the  elderly  couple  can  buy  now. 

For  millions  of  Americans  these  benefits,  inadequate  as  they  are, 
spell  the  difference  between  grinding  poverty  and  at  least  subsistence 
living.  Only  25  percent  of  the  aged  who  now  get  social  security  bene- 
fits would  be  above  the  poverty  level  without  them.  In  1965,  social 
security  benefits  lifted  5%  million,  or  38  percent  of  the  aged,  out  of 
poverty ;  but  they  left  5  million,  or  35  percent  below  the  poverty  line. 

What  poverty  line  am  I  talking  about  ?  I  mean  the  Social  Security 
Administration's  definition  of  poverty.  According  to  that  definition, 
a  single  worker  isn't  poor  if  he  has  an  income  of  $1,500  a  year.  A 
couple  isn't  poor  if  they  have  $1,900  a  year  coming  in.  It  seems  to  me 
that  this  is  about  as  poor  as  you  can  get. 

Now  I  understand  that  this  poverty  level  is  based  on  a  Department 
of  Agriculture  economy  food  plan,  intended  for  temporary  or  emer- 
gency use  when  funds  are  low.  That  economy  food  plan  allows  22 
cents  a  meal  for  each  person.  Imagine  that — 22  cents.  And  since 
they  came  up  with  this  figure,  living  costs  have  risen  over  5  percent. 
So  the  social  security  poverty  standard  todav  isn't  even  enough  for  a 
temporary  or  emergency  period.  Yet  for  millions,  it  is  not  temporary ; 
it  is  permanent. 
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In  contrast,  the  Department  of  Labor  budget  for  a  minimum  but 
adequate  living  for  an  elderly  retired  couple  is  about  $3,000  a  year  in 
a  large  city  and  $2,500  in  a  smaller  one.  But  even  this  is  pitiful  when 
you  coe  Wiiat  it  provides.  For  example,  it  allows  only  about  a  half- 
pound  of  meat  and  less  than  two  eggs  a  day  (and  that's  for  two 
people) ;  three  dresses  a  year  (including  house  dresses)  for  the  wife; 
the  man  can  replace  his  topcoat  every  ninth  year.  And  suppose  this 
old  couple  want  to  take  in  a  movie  once  in  a  while.  According  to  this 
generous  Department  of  Labor  budget — about  a  third  bigger  than 
social  security's  version — they  can  take  in  a  movie  just  once  every 
4  weeks. 

For  another  comparison,  let's  look  at  the  minimum  wage.  The  $1.40 
minimum  wage  which  went  into  effect  last  month  gives  a  full-time, 
year-round  worker  about  $2,800.  Next  year  he'll  get  $3,200  when  the 
minimum  goes  to  $1.60.  Even  this  year,  the  worker  at  the  minimum 
gets  nearly  three  times  the  average  social  security  benefit  of  a  single 
retired  worker  and  60  percent  more  than  a  retired  couple.  Yet  he's 
at  the  bottom  of  the  scale;  less  than  15  percent  of  all  workers  get  no 
more  than  the  Federal  minimum  wage. 

You  can  imagine  where  this  leaves  the  retirees  as  a  group.  But 
there  is  no  need  to  imagine  it.  The  facts  were  given  in  a  Social 
Security  Administration  study  for  the  year  1962.  That  was  5  years 
ago,  of  course,  but  there  is  no  reason  to  believe  that  any  significant 
improvement  has  occurred  since  1962.  Though  there  was  one  general 
increase  in  benefits  since  then,  it  was  less  than  the  rise  in  living  costs. 
Here  is  what  the  study  showed : 

One-seventh  of  all  American  families  are  aged.  One-third  of  all 
the  poor  families  are  aged.  For  individuals  living  alone,  the  figures 
are  worse. 

The  median  income  from  all  sources  for  aged  families — that  is, 
families  headed  by  someone  65  or  older — was  $2,895 ;  for  aged  single 
persons,  $1,130.  This  was  about  half  the  income  of  those  under  65. 

Public  sources  of  income  of  all  kinds  amounted  to  46  percent  of  the 
total  income  of  the  aged.  Two-thirds  of  that  public  income  was  from 
social  security ;  the  rest  was  in  veterans'  benefits,  railroad  retirement, 
public  assistance  and  so  on. 

Earnings  accounted  for  32  percent  of  the  total  income  of  the  aged. 
B^t  the  percentage  is  deceptive.  Half  of  all  the  money  earned  by  the 
aged  was  paid  to  a  very  small  group,  younger  or  healthier  or  better 
situated,  who  earned  too  much  to  draw  social  security  benefits. 

Kent  and  dividends  made  up  15  percent  of  the  total  income  of  the 
aged;  private  pensions  only  3  percent,  and  other  sources  4  percent. 
This  again  explodes  the  notion  that  the  elderly  are  well  fixed,  happily 
equipped  with  paid-for  houses  and  generous  company  pensions.  Yes, 
thanks  in  large  part  to  the  labor  movement,  many  millions  of  Amer- 
ican workers  are  now  accumulating  pension  credits  in  negotiated  plans ; 
but  even  15  or  20  years  from  now,  social  security  will  remain  the 
only  old-age  protection  for  70  percent  of  those  who  retire. 

Therefore,  when  we  discuss  the  problems  and  the  needs  of  the  aged, 
we  are  dealing  primarily  with  social  security — the  chief,  and  for  the 
great  majority,  the  only  source  of  retirement  income. 

Let's  review  what  has  happened  to  that  vital  source.  During  the 
12  years  from  1955  to  1966,  inclusive,  90  percent  of  those  who  are  now 
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on  the  social  security  rolls  began  to  draw  their  benefits.  So  when  we 
use  these  12  years  as  a  base,  we  are  including  practically  everyone  who 
is  now  on  the  receiving  end. 

There  have  been  two  increases  in  social  security  cash  benefits  over 
these  12  years.  There  was  a  7% -percent  increase  in  the  1958  and  a 
7-percent  increase  in  1965. 

But  neither  of  these  increases — or  both  of  them  together — kept 
pace  with  the  cost  of  living,  much  less  the  general  standard  of  living. 
The  figures  are  beyond  dispute. 

And,  of  course,  we  are  not  concerned  just  with 'the  purely  arith- 
metical calculation ;  we  are  concerned  with  the  broader  principle  older 
Americans  are  entitled  to  do  better  than  just  keep  pace  with  the  cost 
of  living  in  a  society  where  the  standard  of  living  is  steadily  rising. 
The  American  standard  of  living  has  gone  up  almost  50  percent  since 
1954.  Surely  all  of  us  have  an  obligation  to  do  more  for  older  peo- 
ple than  merely  to  hold  them  at  a  static — and  extremely  low — level 
of  living.  Who  is  better  entitled  to  share  in  the  increased  standard  of 
living  than  our  senior  citizens,  who  did  so  much  to  make  it  possible  ? 

Consider  this  contrast.  Average  wages  have  risen  more  than  55 
percent  since  December  1954.  That  average  beneficiary  I  mentioned 
earlier,  with  $66.60  a  month  in  1954  and  $76  now,  would  need  36% 
percent  more,  or  $103.76,  to  keep  pace  with  average  wages.  The  1959 
retiree  now  receiving  $95.30  would  need  18  percent  more. 

H.R.  31,  one  of  the  bills  this  committee  is  considering,  provides  for 
an  increase  in  social  security  benefits  of  only  8  percent.  Against  the 
figure  I  have  just  given,  its  inadequacy  is  appalling. 

In  contrast,  the  average  20-percent  increase  in  social  security  bene- 
fits recommended  by  the  President  and  provided  in  H.R.  5710  would 
have  real  significance.  They  would  enable  the  elderly  and  others  de- 
pendent on  social  security  to  begin  to  share  in  the  fruits  of  the  Nation's 
economic  advance.  I  said  "begin  to  share,"  and  that's  what  I  mean. 
The  AFL-CIO  convention  in  December  1965,  and  the  AFL-CIO  Ex- 
ecutive Council  last  month  pointed  out  that  a  fully  adequate  level  of 
social  security  payments  would  require  a  boost  of  at  least  50  percent  in 
present  payments.  But  we  regard,  and  we  hope  the  Congress  will 
regard,  the  proposed  20-percent  increase  in  benefits  this  year  as  a  sub- 
stantial downpayment  toward  that  goal. 

We  have  referred  to  the  erosion  of  social  security  benefits  by  rising 
prices.  We  in  the  AFL-CIO  would  favor  some  suitable  arrangement 
for  preventing  this  erosion.  We  believe  that  such  a  provision  could 
be  included  in  the  program  without  any  additional  financing.  The 
Federal  employees  retirement  system  and  the  military  retirement  sys- 
tem already  contain  provisions  that  adjust  benefits  automatically  in 
accordance  with  increases  in  the  Consumer  Price  Index.  We  see  no 
reason  why  social  security  beneficiaries  should  receive  any  less. 

Introduction  of  a  cost-of-living  mechanism  in  the  social  security 
system  would  be  a  forward  step,  but  we  would  emphasize  that  this 
alone  does  not  guarantee  adequate  benefits.  As  I  noted  earlier,  social 
security  beneficiaries  have  a  right  not  just  to  keep  from  falling  behind 
in  the  race  with  living  costs  but  to  participate  in  the  Nation's  increased 
standard  of  living.  Therefore,  Congress  should  give  consideration  to 
effective  means  of  keeping  social  security  benefit  levels  in  line  with 
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other  incomes.  One  way  to  do  this  would  be  to  provide  for  periodic 
adjustment  at  fairly  frequent  intervals  of  benefit  levels  to  some  appro- 
priate measure  of  active  workers'  earnings. 

On  the  whole,  we  are  most  enthusiastic  about  the  proposed  increases 
in  minimum  benefits.  Those  at  the  minimum  are  the  poorest  of  the 
poor,  and  they  are  therefore  a  shockingly  large  group.  For  example, 
of  the  million-plus  new  social  security  beneficiaries  in  1964, 16  percent 
were  at  the  minimum.  Some  2%  million  individuals  now  receive  the 
minimum  of  $44  a  month. 

Farmworkers,  who  are  among  the  lowest  paid  workers  in  the  Nation, 
make  up  a  large  proportion  of  this  minimum  benefit  group.  One- 
fourth  of  those  drawing  minimum  primary  benefits  had  some  covered 
earnings  from  farmwork,  either  as  farm  operators  or  as  farmworkers. 
These  are  not  casual,  short-term  or  part-time  workers.  Farmworkers 
receive  minimum  retirement  benefits  primarily  because  they  are  paid 
subminimum  wages.  Incidentally,  the  provision  in  H.K.  5710  to  cover 
an  additional  half  million  farmworkers  would  do  much  to  help  this 
group. 

Though  the  purpose  of  a  social  security  system  is  broader  than  the 
elimination  of  poverty,  it  can  be  used  for  this  purpose  to  a  much 
greater  extent  than  in  the  past.  Because  of  the  central  role  of  social 
security  in  the  economic  life  of  our  aged  population,  it  can  be  crucial 
in  lifting  the  burden  of  poverty  from  them.  Increasing  the  minimum 
benefits  as  provided  in  H.R.  5710  would  be  a  major  blow  against  pov- 
erty among  the  aged.  We  also  endorse  the  higher  minimums  for  those 
with  long  histories  of  contributions,  so  that  the  25-year  worker  would 
get  no  less  than  $100  a  month. 

The  increase  of  at  least  15  percent  for  most  beneficiaries  would  rep- 
resent considerable  progress,  but  we  urge  that  this  be  only  a  first  step 
toward  the  50-percent  goal  I  have  stated. 

As  you  well  know,  Mr.  Chairman,  higher  benefits  must  be  paid  for, 
one  way  or  another. 

The  AFL-CIO  has  long  felt  that  substantial  benefit  increases  should 
be  partially  financed  by  raising  the  earnings  base  on  which  both  con- 
tributions and  benefits  are  determined.  From  the  inception  of  the 
social  security  program,  contributions  have  not  been  paid  on  all  the 
earnings  of  workers,  but  in  the  early  days  they  were  paid  on  a  very 
large  proportion.  The  original  $3,000  wage  base  covered  95  percent 
of  all  taxable  earnings.  It  is  true  that  Congress  has  raised  the  wage 
base  from  time  to  time,  but  neither  fast  enough  nor  far  enough.  To 
regain  the  payroll  coverage  provided  by  the  $3,000  earnings  base  in 
1935,  the  1967  base  should  be  about  $15,000. 

This  sounds  like  a  high  figure,  but  it  is  high  only  by  1935  standards. 
If  the  wage  base  does  not  keep  up  with  increased  earnings,  more  and 
more  workers  will  earn  wages  considerably  above  the  base — as  they 
do  today.  More  and  more  can  expect  maximum  social  security  benefits 
far  below  their  earnings.  Thus  a  low  earnings  base  not  only  holds 
down  minimum  benefits  but  also  makes  maximum  benefit  payments 
less  and  less  adequate  for  persons  with  middle  or  high  incomes.  This 
lag  violates  a  cardinal  principle  of  the  American  social  insurance  sys- 
tem of  relating  benefits  to  wages,  and  thus  maintaining,  to  the  greatest 
possible  degree,  established  preretirement  living  standards.   I  might 
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add  that  it  also  weakens  the  appeal  of  the  social  security  concept  to 
the  younger,  well-paid  worker. 

Failure  to  raise  the  wage  base  also  puts  a  disproportionate  burden 
on  low- wage  workers.  As  wages  rise  and  increases  in  the  wage  base 
lag  behind  these  increases,  an  even  smaller  proportion  of  the  Nation's 
payroll  is  taxed  to  support  the  social  security  system.  In  the  past, 
the  declining  proportion  of  taxable  payroll  has  been  partially -made  up 
by  increased  coverage.  But  social  security  is  now  virtually  all-in- 
clusive and  the  possibilities  of  expanding  coverage  in  the  future  are 
extremely  limited.  If  the  earnings  base  remains  stationary  while 
incomes  continue  to  rise,  tax  receipts  will  be  an  ever-declining  propor- 
tion of  total  income.  Higher  benefits  would  require  a  higher  tax  rate 
on  a  smaller  proportion  of  earnings.  Since  the  tax  rate  is  uniform, 
low- wage  workers  bear  a  greater  proportion  of  the  cost.  In  time,  they 
would  inevitably  balk  at  the  burden. 

H.R.  5710  would  increase  the  wage  base  in  three  steps  to  $10,800 
by  1974.  This  is  a  long  step  toward  what  we  believe  is  the  proper 
goal — at  present  income  levels — of  $15,000.  As  stated  above,  a  $15,- 
000  base  today  would  cover  the  same  proportion  of  taxable  payroll  as 
the  $3,000  base  did  when  the  program  first  began.  Moreover,  the 
broader  base  would  provide  additional  revenue  that  could  be  used  to 
increase  cash  benefits  and  make  possible  other  desirable  improve- 
ments. 

H.R.  5710  would  also  raise  the  contribution  rate  from  4.4  percent 
in  1969  to  4.5  percent,  and  change  the  present  eventual  maximum  of 
4.85  percent  to  5  percent — excluding  the  medicare  tax. 

AFL-CIO  members  are  properly  known  for  their  willingness  to 
pay  for  what  they  get,  in  war  and  peace.  I  am  completely  confident 
that  they  will  gladly  pay  their  fair  share  toward  a  better  social  se- 
curity system.  Yet,  it  must  be  recognized  that  as  we  approach  the  goal 
of  a  50-percent  increase  in  benefits ;  as  we  continue  to  enlarge  the  scope 
of  the  system,  a  heavier  proportion  of  the  tax  load  will  fall  upon  wage 
earners. 

Frankly,  Mr.  Chairman,  we  all  realize  that  because  the  social 
security  tax  is  not  progressive  as  to  amount  of  income,  it  is  regressive 
in  the  classic  sense.  We  in  the  AFL-CIO  have  ridden  along  with 
this,  over  the  years,  for  the  sake  of  the  greater  objective  which  we  know 
you  share. 

But  in  all  candor  I  think  you  should  know  that  in  time,  we  shall  urge 
a  modest  and  gradual  contribution  to  the  social  security  trust  fund 
from  the  general  revenues  of  the  United  States.  We  believe  this  would 
be  an  effective  way — and  a  simple  one — to  introduce  the  principle  of 
progressive  taxation  to  the  social  security  system.  We  are  not  asking 
for  this  now,  so  I  will  not  argue  the  case  for  it.  But  we  will  be  back. 

Now  let  me  deal  briefly  with  the  proposal  to  raise  the  allowable 
earnings  of  social  security  beneficiaries.  In  one  sense  we  are  sym- 
pathetic, since  those  who  have  unearned  income  don't  have  to  count  it 
at  all.  But  on  balance  we  are  against  the  idea.  If  people  who  can 
support  themselves  draw  social  security  benefits,  there  will  be  less 
money  for  those  who  can't.  What  is  proposed  in  H.R.  5710  is  no  cause 
for  alarm,  but  we  would  oppose  any  drastic  rise  in  the  earnings 
allowance. 
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Now  as  to  medicare.  The  AFL-CIO  supports  the  provision  in  H.R. 
5710  for  extending  medicare  coverage  to  the  disabled.  All  the  reasons 
for  providing  health  insurance  coverage  for  the  aged  apply  equally 
to  those  who  are  disabled.  They  are  a  high-cost,  high-risk  group,  liv- 
ing on  reduced  incomes.  At  the  very  time  they  experience  a  drastic 
reduction  in  income,  they  are  faced  with  medical  and  hospital  care 
expenditures  far  in  excess  of  those  confronting  the  rest  of  the  popula- 
tion. The  increase  in  the  earnings  base  provided  in  H.R.  5710,  which 
applies  to  medicare  as  well  as  the  basic  social  security  contributions, 
would  more  than  meet  the  additional  cost  involved. 

There  have  been  many  complaints  from  older  workers  concerning 
the  financial  problems  posed  by  prescription  drugs  and  eye  examina- 
tions. Reports  we  get  from  labor  union  health  centers  dealing  directly 
with  retired  workers  have  emphasized  this.  These  reports  express 
concern  over  the  large  number  of  the  aged  who  have  chronic  diseases, 
requiring  the  continuous  use  of  expensive  prescription  drugs  which 
they  really  cannot  afford  to  buy.  The  AFL-CIO  feels  that  the  cost  of 
these  items,  so  essential  to  the  health  of  the  elderly,  should  be  covered 
within  the  medicare  program.  Therefore  we  eagerly  await  the  results 
of  the  study  the  President  has  requested  as  to  how  medicare  might 
be  extended  to  cover  the  cost  of  prescription  drugs.  We  hope  the 
Congress  will  act  promptly  on  the  findings  of  this  study. 

In  more  immediate  terms,  H.R.  5710  offers  a  new  part  C  in  the 
medicare  program.  It  has  two  main  elements.  It  would  embrace 
in-patient  diagnostic  radiology  and  pathology,  now  covered  only 
under  part  B  of  medicare.  And  it  would  establish  a  new  hospital 
outpatient  benefit,  covering  both  diagnosis  and  treatment,  substituting 
for  the  outpatient  diagnosis  in  the  present  part  A  of  medicare. 

We  support  both  parts  of  this  proposal.  The  first  half  corrects 
a  problem  we  foresaw  in  1965 — the  forced  separation  of  certain  normal 
hospital  services  from  the  system  of  reimbursement.  This  has  caused 
nothing  but  trouble  for  all  concerned.  The  second  point  would  help 
to  remove  uncertainty  about  who  pays  for  wThat  under  which  section 
of  the  law. 

Mr.  Chairman,  I  do  not  pretend  to  be  a  technical  expert  in  this  area. 
But  it  seems  to  me  that  a  Federal  medicare  system,  to  be  effective, 
should  be  as  simple,  as  straightforward,  and  as  logical  as  possible. 
The  proposed  changes  are  directed  toward  this  end,  and  we  urge  you 
to  approve  them. 

We  also  favor  the  provisions  in  H.R.  5710  regarding  depreciation 
allowance  for  determining  reasonable  cost  under  both  titles  XVIII  and 
XIX.  We  believe  this  would  help  to  increase  the  efficiency  and  reduce 
the  costs  of  programs  mider  these  titles. 

Doctors  who  insist  on  direct  billing  are  also  causing  problems  for 
medicare  patients.  Many  retirees  are  required  to  raise  substantial 
amounts  of  money,  often  thousands  of  dollars,  to  pay  a  doctor  so  they 
can  have  a  receipted  bill  to  secure  reimbursement.  Even  though  the 
retiree  will  eventually  be  paid  in  full  or  in  part,  the  interval  causes 
resentment  at  best  and  hardship  at  worst.  We  say  the  direct  billing 
method  is  wrong  and  the  assignment  method  should  be  the  sole  pro- 
cedure for  paying  doctor  bills.  This  would  relieve  medicare  patients 
of  the  burden  of  raising  large  amounts  of  cash  prior  to  reimbursement 
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by  the  intermediary  and  would  protect  them  from  unreasonably  high 
charges  by  doctors. 

H.R.  5710  is  a  forward-looking  bill  which,  as  I  have  said,  would 
make  substantial  improvements  in  the  social  security  system.  But 
even  its  enactment  will  leave  gaps  that  will  need  to  be  filled  in  the  near 
future. 

With  your  permission,  Mr.  Chairman,  I  would  like  to  point  out 
some  of  these  gaps  and  what  we  believe  should  be  xlone  about  them. 
These  suggestions  are  based  upon  the  overall  social  security  goals  set 
forth  in  the  AFL-CIO  convention  resolution  adopted  in  November 
1965,  a  copy  of  which  is  attached  to  my  testimony.  We  are  by  no 
means  abandoning  or  retreating  from  these  goals,  but  they  are  longer 
term  objectives  and  are  not  on  our  agenda  at  this  time. 

For  instance,  our  members  are  increasingly  faced  with  the  hard- 
ships of  enforced  early  retirement.  We  understand  that  more  than 
half  the  men  who  apply  for  social  security  benefits  do  so  before  age 
65.  This  means  that  their  benefits  are  computed  on  an  actuarially  re- 
duced basis,  and  this  reduction  is  substantial.  Early  retirees  average 
about  $78  a  month  compared  to  $107  for  those  who  retire  at  65.  Many 
older  workers  are  hit  by  unemployment,  automation,  and  ill  health  be- 
fore age  65.  Because  of  their  age,  health,  and  the  hiring  practices  of 
many  employers,  these  workers  are  unable  to  obtain  work  that  is 
related  to  their  skills.  But  they  are  ineligible  for  full  retirement 
benefits  because  they  have  not  reached  retirement  age. 

Moreover,  even  though  in  many  cases  illness  or  disability  keeps  them 
from  getting  jobs  in  their  regular  line  of  work,  they  are  ineligible 
for  disability  benefits  because  theoretically  they  can  still  do  some  sort 
of  gainful  work,  even  though  no  one  is  actually  likely  to  hire  them. 

We  believe  a  flexible  zone  of  retirement  between  60  and  65  could  be 
incorporated  in  the  social  security  law — one  that  would  permit  retire- 
ment at  age  60  with  less  than  full  actuarial  reduction,  and  would  allow 
older  workers  to  draw  disability  benefits  if  their  disability  prevents 
them  from  doing  their  usual  work — provided,  of  course,  such  changes 
were  accompanied  by  a  substantial  increase  in  benefits. 

We  would  also  like  to  see  improvements  in  the  basic  disability 
insurance  provisions.  Disability  benefits  are  not  paid  unless  total  dis- 
ability last  6  months  and  only  if  the  disability  is  expected  to  result  in 
death  or  last  for  a  continuous  period  of  not  less  than  12  months.  This 
long  waiting  period  means  that  large  numbers  of  workers,  though 
disabled  for  extended  periods  of  time,  are  without  either  earnings  or 
benefits  just  at  the  time-  when  their  expenses  are  highest.  The  dis- 
ability provisions  should  be  changed  to  allow  benefits  after  a  shorter 
period  of  total  disability — as  a  first  step,  3  months,  but  eventually, 
1  month — and  without  regard  to  the  expected  duration  of  the  dis- 
ability. 

We  realize  that  these  additional  improvements  are  not  within  reach 
during  this  session,  and — like  a  fully  adequate  improvement  in  benefits 
levels — some  may  have  to  wait  on  general  revenue  financing.  But 
we  urge  Congress  to  look  upon  any  legislative  changes  this  year  as 
only  the  beginning  of  a  systematic,  planned  program  to  improve  the 
social  security  program.  This  year's  gains  should  be  regarded  only 
as  a  downpayment  toward  a  much  better  social  security  system  in  the 
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future.  In  the  meantime,  enactment  of  H.R.  5710  would  be  an  excel- 
lent start. 

Now  let  us  turn  to  a  related  field,  also  covered  in  H.R.  5710 — public 
welfare. 

The  legislative  record  of  the  last  few  years  will  live  as  a  shining 
example  for  future  generations.  The  social  progress — the  wide- 
ranging  attack  on  longstanding  abuses — has  no  equal  in  the  Nation's 
history.  Yet  I  think  it  is  very  likely,  Mr.  Chairman,  that  this  era 
will  be  remembered  best  for  publicly  and  officially  recognizing  the 
fact  of  poverty,  and  expressing  the  national  will  to  wipe  it  out. 

But  having  said  this,  we  find  it  all  the  more  difficult  to  understand 
why  some  of  those  who  readily  acknowledge  the  existence  of  poverty 
would  nevertheless  slash  the  very  programs  which  bring  help  to  the 
poor.  Rather  than  curtail  public  welfare,  we  should  be  extending  and 
improving  it,  for  public  welfare  programs  now  reach  only  a  small 
fraction  of  the  poor  and  helps  even  that  fraction  inadequately. 

Unfortunately,  public  welfare  is  a  favorite  target  of  some  State 
and  local  politicians.  We  hear  outcries  about  "mounting  costs,"  and 
so-called  abuses.  Yet — while  it  is  true  that  the  dollar  cost  of  public 
assistance  has  risen,  the  relative  cost  has  held  steady  or  actually 
declined. 

In  the  1960-65  period,  for  instance,  the  gross  national  product  rose 
46  percent;  public  assistance  costs  went  up  34  percent.  Population 
increased  8  percent;  public  assistance  recipients  showed  the  same  in- 
crease. Per  capita  disposable  income  jumped  24  percent  ;  public 
assistance  payments  per  recipient  went  up  17  percent — from  $600  a 
year,  or  $11.54  a  week,  to  $702,  or  $13.50  a  week. 

The  dollar  cost  of  public  assistance  has  risen  for  other  reasons  be- 
sides population  growth.  To  start  with,  there  have  been  larger  than 
average  increases  in  the  numbers  of  the  young  and  the  old,  the  two 
most  dependent  groups  in  our  society. 

Inadequate  social  security  benefits — lagging  behind  living  costs — 
have  forced  more  social  security  beneficiaries  to  seek  public  assistance. 

Guidance,  training,  and  rehabilitation  programs  for  those  on  public 
assistance — and  job  opportunities  for  them,  too — fall  far  short  of  the 
need.  But  this  is  less  important  than  it  might  appear.  Most  people 
receiving  public  assistance,  including  large  numbers  of  the  elderly, 
the  disabled  and  mothers  with  young  children,  could  not  or  should  not 
work  full  time  anyway,  even  if  jobs  were  available. 

While  in  absolute  terms  the  number  of  people  receiving  public 
assistance  has  been  slowly  rising,  the  fact  remains  that  most  poor 
people — 78  percent,  in  fact — get  no  public  assistance  whatever.  And 
again  I  am  referring  to  those  who.  are  "poor'-  by  the  Social  Security 
Administration's  definition,  which,  to  me  sounds  more  like  destitu- 
tion. 

The  main  reason  why  so  few  people — only  22  percent — get  public 
assistance  is  that  less  than  half  of  the  poor  fall  into  the  four  narrow, 
artificial  categories  that  now  prevail :  the  needy  aged,  the  blind,  the 
permanently  and  totally  disabled  and  certain  needy  families  with 
dependent  children.  These  are  the  categories  for  which  Federal 
matching  grants  for  public  assistance  are  available.  In  addition  some, 
but  not  all,  States  finance  general  assistance  programs  for  which  there 
are  no  Federal  matching  grants. 
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Besides  the  limited  categories,  there  are  other  reasons  why  public 
assistance  helps  only  a  small  fraction  of  the  poor.  Some  States  lack 
the  money — or  the  will — to  participate  in  all  the  available  Federal 
programs.  Some  States  impose  limitations  and  restrictions  not  re- 
quired by  Federal  law.  And  assistance  standards  in  some  States  are 
so  low  that  they  exclude  many  persons  who  are  below  the  State's  own 
minimum  needs  standard  and  far  below  the  poverty  level — any  sort 
of  poverty  level. 

Because  of  these  gaps,  here  are  some  of  the  people  who — in  some 
States — get  no  help  from  federally  aided  public  assistance : 

Most  needy  adults  under  age  65  wTho  are  unemployed  or  unable 
to  earn  an  adequate  income. 

Most  needy  children  living  with  both  parents. 
Needy  disabled  adults  who  are  not  both  permanently  and  totally 
disabled. 

Many  children  in  need  because  of  the  unemployment  of  the  fam- 
ily wage  earner. 

Needy  persons  who  have  not  lived  in  a  State  for  a  specified 
period. 

Needy  employable  mothers  for  whom  no  jobs  are  available. 
Needy  persons  with  defective  vision  but  not  blind  enough  to 
qualify  for  assistance. 
The  particular  groups  deprived  of  assistance  vary  from  State  to 
State,  since  eligibility  is  determined  by  the  States. 

Now  let's  look  at  the  "lucky"  ones,  who  do  get  public  assistance. 
Here  are  the  average  monthly  cash  payments  for  the  country  as  a 
whole  in  September  1966 : 


Old-age  assistance  ^_  $66.  83 

Aid  to  the  blind   86. 11 

Aid  to  the  permanently  and  totally  disabled   7.  76 

Aid  to  families  with  dependent  children  (per  person)   35.  63 

General  assistance   37.  93 


These  are  averages.  In  Mississippi  payments  to  families  with  de- 
pendent children  averaged  $7.92.  In  New  York — the  leader — the 
average  was  $57.92. 

These  payments  are  so  terribly  inadequate  because  most  States  do 
not  meet  their  own  needs  standards  in  fixing  public  assistance  benefits. 
For  example,  the  maximum  benefit  to  families  with  dependent  chil- 
dren, as  of  January  1965,  was  less  than  the  State's  own  minimum  needs 
standard  in  all  but  19  States.  Mississippi  paid  a  maximum  amount 
which  was  only  28.5  percent  of  its  own  estimate  of  rockbottom  needs. 

A  program  for  correcting  these  shocking  deficiencies  has  already 
been  drawn  up.  The  Social  Security  Amendments  of  1962  called 
on  the  Secretary  of  Health,  Education,  and  Welfare  to  appoint  an 
Advisory  Council  on  Public  Welfare  to  review  the  public  assistance 
and  child  welfare  programs  and  to  report  its  findings  and  recom- 
mendations to  the  Secretary.  The  Advisory  Council  submitted  its 
report  on  June  29,  1966.  It  bore  the  title,  "Having  the  Power,  We 
Have  the  Duty."  The  words  are  from  a  speech  by  President  John- 
son in  1964  in  which  he  said:  "Today,  for  the  first  time  in  history, 
we  have  the  power  to  strike  away  the  barriers  to  full  participation  in 
our  society.    Having  the  power,  we  have  the  duty." 
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In  its  report,  the  Advisory  Council  recommended  a  new  approach  to 
the  Nation's  public  welfare  programs,  the  main  features  of  which  are 
these : 

(1)  A  national  minimum  standard  for  public  assistance  pay- 
ments below  which  no  State  may  fall. 

(2)  A  nationwide  comprehensive  program  of  public  assistance 
based  upon  a  single  criterion :  Need. 

(3)  A  uniform,  simple  plan  for  Federal- State  sharing  in  the 
costs  of  all  public  welfare  programs  requiring  equitable  and  rea- 
sonable fiscal  effort  by  the  States,  and  recognizing  the  relative 
fiscal  capacity  of  the  Federal  and  State  Governments. 

(4)  Comprehensive  social  services  readily  accessible,  as  a  right, 
at  all  times  to  all  who  need  them. 

(5)  The  administration  of  all  welfare  programs  receiving  Fed- 
eral funds  in  accordance  with  the  principle  of  public  welfare  as  a 
right. 

The  AFL-CIO  supports  these  recommendations.  We  recognize 
that  to  achieve  them  would  require  substantially  more  funds  than 
are  being  spent  today  on  public  welfare.  We  are  aware  that  some 
of  these  objectives  can  be  reached  more  quickly  and  more  readily 
than  others.  But  it  is  in  the  framework  of  these  ultimate  objectives 
that  we.  offer  our  recommendations  with  respect  to  the  legislation  this 
committee  is  considering. 

The  President  has  recommended,  and  H.R.  5710  requires,  the  States 
to  raise  cash  payment  to  welfare  recipients  to  the  level  the  State  itself 
sets  as  the  minimum  for  subsistence;  and  it  requires  the  States  to 
bring  these  minimum  standards  up  to  date  annually.  We  endorse 
this  proposal. 

We  also  support  the  bill's  extension  of  aid  to  families  with  depen- 
dent children.  I  am  referring,  of  course,  Mr.  Chairman,  to  that  as- 
pect of  the  program  which  covers  aid  to  dependent  children  of  un- 
employed parents.  But  we  strongly  urge  that  this  program,  now  vol- 
untary with  the  States,  be  made  mandatory,  and  that  the  so-called 
man-in-the-house  rule  be  immediately  eliminated  wherever  it  is  in 
effect. 

Furthermore,  assistance  should  not  be  denied  to  needy  mothers  of 
dependent  children  because  they  are  presumed  to  be  employable. 

These  changes  would  not  only  help  needy  families  to  meet  mini- 
mum subsistence  needs,  but  they  would  also  stem  the  tide  of  family 
disintegration  resulting  from  cruel  and  arbitrary  rules  which  often 
govern  eligibility  for  public  assistance. 

Adult  recipients  of  these  family  benefits  often  lose  welfare  pay- 
ments dollar  for  dollar,  because  of  the  money  they  earn  when  they 
are  able  to  find  work.  This  is  a  senseless  penalty  which  destroys  em- 
ployment incentives.  As  H.K.  5710  recognizes,  earnings  should  be 
permitted  up  to  some  reasonable  amount  before  welfare  payments 
are  reduced. 

We  warmly  support  the  provision  in  H.K.  5710  for  temporary  as- 
sistance to  migratory  workers  and  to  others  who  come  into  a  State 
seeking  employment,  who  are  ineligible  for  public  assistance  because 
of  State  residence  requirements. 

Other  improvements  are  needed.  Minimum  standards  should  be 
required  in  housing  occupied  by  public  welfare  recipients,  the  rents 
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of  which  are  paid  from  public  funds.  Public  welfare  should  stop 
subsidizing  slum  housing. 

Aid  to  the  permanently  and  totally  disabled  should  be  extended  to 
the  relatively  short  term  disabled,  recognizing  partial  disability 
which  is  seriously  incapacitating  and  eliminating  the  present 
minimum  age  of  18. 

Detailed  investigations  of  public  assistance  applicants  and  re- 
cipients are  essentially  demeaning.  They  should  be  replaced  by  less 
costly  and  more  democratic  methods  of  determining  eligibility. 
These  should  be  consistent  with  constitutional  and  statutory  rights, 
and  should  not  violate  the  privacy  or  dignity  of  individuals  seeking 
assistance. 

Child  welfare  programs  should  be  extended  and  improved.  Bet- 
ter services  are  needed  for  the  care  and  protection  of  children,  in- 
cluding foster  care,  day  care,  and  institutional  services. 

The  next  category  of  H.R.  5710  that  I  will  cover  is  medicaid,  title 
XIX  of  the  act. 

This  title  was  one  of  the  major  accomplishments  of  the  89th  Con- 
gress. It  envisions  a  bold  attack  on  illness,  disability,  and  prema- 
ture death  among  the  low-income  families  of  America.  Section 
1903(e)  states: 

The  Secretary  (of  HEW)  shall  not  make  payments  under  the  preceding  pro- 
visions of  this  section  to  any  State  unless  the  State  makes  a  satisfactory  show- 
ing that  it  is  making  efforts  in  the  direction  of  broadening  the  scope  of  the  care 
and  services  made  available  under  the  plan  and  in  the  direction  of  liberalizing 
the  eligibility  requirements  for  medical  assistance,  with  a  view  toward  furnish- 
ing by  July  1,  1975,  comprehensive  care  and  services  to  substantially  all  indi- 
viduals who  meet  the  plan's  eligibility  standards  with  respect  to  income  and 
resources,  including  services  to  enable  such  individuals  to  attain  independence 
or  self-care. 

The  intent  of  the  legislation  is  clear.  It  would  make  comprehensive 
health  services — covering  prevention  and  cure  of  disease,  plus  rehabili- 
tation— available  to  all  the  American  people,  including  those  whose 
income  is  too  low  for  them  to  pay  the  cost  with  their  own  money.  Mr. 
Chairman,  this  is  not  just  a  noble  and  idealistic  proposition.  It  is  very 
practical.  For  it  attacks  the  severe  but  little-known  failures  of  medi- 
cal care  today.  Let  me  cite  a  few  of  them : 

1.  By  any  objective  standard  the  United  States — rich  in  both  money 
and  medical  talent — should  be  expected  to  have  the  lowest  infant  mor- 
tality rate  in  the  world.  But  in  fact,  the  relative  rank  of  the  United 
States  among  the  nations  of  the  world  is  low  and  has  been  falling.  In 
1950,  the  United  States  ranked  sixth  among  the  nations  with  a  rate  of 
29.2  infant  deaths  per  1,000  live  births.  In  1960,  while  the  rate  had  im- 
proved to  26  deaths  per  1,000  live  births,  the  United  States  fell  to 
11th  place.  By  1964,  the  United  States  ranked  14th. 

2.  Untreated  glaucoma  and  diabetes  are  the  second  and  third  lead- 
ing causes  of  blindness  in  the  United  States: 

3.  About  300,000  Americans  die  of  cancer  each  year.  A  substantial 
proportion  of  them  could  be  saved  if  cancer  was  detected  early. 

4.  Twenty -nine  percent  of  the  young  men  called  by  the  draft  in  1965 
failed  either  their  preinduction  or  postinduction  physical  test. 

5.  The  annual  economic  cost  of  illness — the  direct  expenditures  for 
medical  care  plus  the  indirect  cost  of  illness  disability  and  death — 
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amounted  to  $93  billion  in  1963,  according  to  the  Social  Security  Ad- 
ministration. 

Much  of  this  reflects  inadequate  health  care,  especially  for  low-in- 
come groups.  All  of  it  suggests  that  attacks  on  the  cost  of  the  title 
XIX  program  are  irrelevant.  In  view  of  the  tremendous  losses,  of  all 
kinds,  caused  by  illness  and  by  premature  death,  the  more  relevant 
question  is  whether  we  can  afford  not  to  implement  title  XIX  with  a 
broad  scope  of  benefits,  adequate  in  duration  and  extending  to  the 
needy  and  the  medically  needy  who  could  not  otherwise  afford  them. 

I  repeat,  this  is  not  just  a  humanitarian  undertaking.  From  every 
point  of  view,  by  every  measure,  the  whole  Nation  stands  to  lose  from 
preventable  illness,  disability,  and  premature  death. 

Let  me  return  to  the  relative  decline  in  the  rank  of  the  United 
States  in  infant  mortality  rates.  This  must  surely  move  the  coldest 
heart.  These  babies  do  not  die  because  the  quality  of  medical  prac- 
tice in  this  country  is  inferior.  The  training  of  our  physicians  com- 
pares favorably  with  that  of  any  country  in  the  world.  Our  aids  to 
diagnosis  and  treatment  are,  indeed,  the  envy  of  the  world.  Then 
what  is  wrong  ?  Most  authorities  agree  that  people  with  low  incomes 
are  just  not  receiving  the  medical  care  they  need.  Low-income  people 
simply  cannot  afford  it. 

It  is  significant  that  all  of  the  13  countries  whose  infant  mortality 
rates  are  lower  than  ours  have  a  system  of  providing  or  of  financing 
health  care  for  the  great  majority  of  their  population.  Their  lower 
infant  mortality  rates  indicate  that  access  to  medical  care  is  more 
important  than  the  medical  competence  of  the  practitioners. 

There  are  other  barriers,  of  course,  to  adequate  medical  care.  Entry 
into  the  complex  of  medical  services  is  very  difficult  for  the  nonpay- 
ing  patient.  He  is  subjected  to  long  waits  and  inconsiderate  attention 
in  the  out-patient  clinic  of  general  hospitals.  For  most  poor  people 
the  much  vaunted  doctor-patient  relationship  just  does  not  exist.  If 
a  patient  sees  the  same  doctor  twice  at  the  clinic,  it  is  a  mere  coin- 
cidence. No  one  takes  a  continuing  responsibility  for  coordinating 
the  health  services  necessary  for  the  recovery  of  the  patient.  The 
poor  person  receives  episodic,  uncoordinated,  and  fragmented  care. 

Title  XIX  reflects  real  statesmanship  in  that  it  not  only  could  re- 
move the  economic  barriers  to  high  quality  medical  care,  but  would 
also  attack  the  problems  of  fragmentation.  We  refer  to  section  1902 
(a)  (22)  (D)  which  calls  for  State  plans  to  adopt  standards  and 
methods  "to  assure  that  medical  or  remedial  care  and  services  pro- 
vided to  recipients  of  medical  assistance  are  of  high  quality."  In 
short,  title  XIX  holds  the  promise  of  eliminating  the  double  standard 
of  health  care  which  we  now  have  in  this  country,  namely :  one  stand- 
ard for  poor  people  and  another  for  those  who  can  afford  to  pay. 

In  1964,  private  consumer  expenditures  for  health  services  averaged 
$131.18  per  person  or  almost  6  percent  of  per  capita  disposable  income. 
Since  1964  the  cost  of  medical  care  has  increased  more  than  10  per- 
cent so  that  today  the  average  per  capita  consumer  expenditure  for 
medical  care  exceeds  $144. 

It  should  be  emphasized  that  this  figure  represents  an  average  of 
what  people  are  actually  paying  for  medical  care,  and  not  what  they 
ought  to  be  paying — or  would  be  paying — for  all  the  care  they  really 
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need.  It  should  be  emphasized,  also,  that  the  need  for  medical  care 
is  greatest  among  the  poor,  and  because  of  that,  they  should  be  spend- 
ing substantially  more  than  the  national  average. 

However,  let  us  take  the  minimum  figure  of  $144  per  person  per 
year.  On  this  basis  a  family  of  four  should  be  spending  $57 6  per  year 
for  medical  care.  At  the  poverty  level  of  $3,100  for  a  family  of  four, 
a  family  could  not  afford  to  spend  anything  like  this.  It  would  be 
19  percent  of  their  income.  Even  for  the  family  of  four  with  a 
$6,000  income,  $576  would  be  nearly  10  percent  of  that  income. 

It  is  clear  that  lower  income  families  cannot  and  do  not  pay  for 
the  medical  care  they  need.  Instead  of  reducing  the  Federal  com- 
mitment to  the  States,  we  feel  the  commitment  should,  if  anything, 
be  increased. 

Therefore  Ave  welcome  the  Presidents  proposals  on  title  XIX, 
which  include — 

(1)  An  increase  of  $100  million  in  Federal  financial  participa- 
tion for  needy  children. 

(2)  A  requirement  that  States  provide  periodic  health  examina- 
tions for  needy  infants  and  children  as  well  as  treatment  for 
defects  discovered. 

(3)  Establishment  of  a  citizens'  advisory  committee  to  the  Wel- 
fare Administration  with  a  majority  of  its  members  representing 
consumers  of  medical  care. 

We  also  propose  these  further  improvements : 

A  requirement  that  all  States  include  all  medically  needy 
children  under  21  in  their  title  XIX  programs. 

An  increase  in  Federal  participation  under  title  XIX  for  the 
poorer  States  from  the  present  maximum  of  83  percent  to  a  mini- 
mum of  90  percent. 

Federal  participation  in  all  programs  for  the  medically  needy 
between  the  ages  of  21  and  64.  At  the  very  minimum.  Federal 
financial  participation  should  be  made  available  under  title  XIX 
for  those  persons  receiving  cash  assistance  under  the  various  State 
general  assistance  programs. 

Better  coordination  between  titles  XVIII  and  XIX. 
Equalized  Federal  participation  for  professional  services  re- 
gardless of  State  administrative  arrangements. 
This  brings  me  to  the  few  provisions  of  H.R.  5710  which  we  oppose. 
We  are  deeply  opposed  to  setting  an  income  ceiling,  under  title  XIX, 
of  only  50  percent  more  than  the  ceiling  for  cash  benefit  public  assist- 
ance programs.    I  have  already  noted  that  the  cash  benefits  are 
scandalously  low.    Tying  title  XIX  to  this  kind  of  formula  will 
deprive  large  numbers  of  people  from  the  medical  care  they  need. 

We  also  are  resolutely  opposed  to  title  XIX  amendments  that  would 
eliminate  Federal  matching  for  the  medically  needy  between  21  and 
65;  that  would  impose  new  limits  on  the  amount  or  proportion  of 
Federal  participation,  since  Federal  standards  should  set  minimums, 
not  maximums ;  that  would  allow  differences  in  benefits  based  on  age 
or  other  categories,  or  that  would  permit  the  States,  directly  or  in- 
directly to  use  title  XIX  to  escape  part  of  their  own  obligation. 

Let  me  turn  to  a  paradox  in  America — medical  miracles  are  saving 
lives  on  the  one  hand  and  on  the  other  hand  there  is  a  decline  in  the 
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relative  standing  of  the  United  States  in  regard  to  infant  mortality 
rates.  This  poses  a  major  challenge  to  the  most  affluent  country  in  the 
world.  The  greatest  and  most  productive  investment  that  we,  as  a 
nation,  can  make  is  in  the  future  health  and  social  well-being  of  our 
future  citizens.  President  Johnson  has  proposed  a  12-point  compre- 
hensive program  for  the  children  and  youth  of  America.  Among  these 
proposals  are  five  relating  to  child  health  that  are  contained  in  H.R. 
5710.  These  include  new  or  additional  Federal  funds  for — 

(1)  Early  casefinding  and  treatment  of  handicapping  con- 
ditions of  children. 

(2)  A  new  national  dental  health  program  for  children. 

(3)  Increased  authorization  for  special  maternity  and  infant 
care  projects  with  emphasis  on  infant  mortality. 

(4)  Increased  authorization  for  training  of  personnel  for 
health  care  and  related  services  for  mothers  and  children. 

(5)  Increase  of  the  maximum  authorization  for  research  with 
special  emphasis  on  efficient  utilization  of  health  manpower. 

Poor  families  simply  do  not  have  enough  money  for  the  health  care 
they  need.  We  can  no  longer  tolerate  a  situation  where  good  health  is 
a  luxury  to  be  enjoyed  only  by  those  who  can  afford  it. 

Six  out  of  every  ten  children  from  low-income  families  who  are 
afflicted  with  one  or  more  chronic  health  conditions  are  not  receiving 
treatment.  In  the  Headstart  program  of  the  Office  of  Economy  Op- 
portunity only  62  percent  of  the  children  found  to  have  an  allergy 
condition  were  previously  know  to  have  such  a  condition.  Of  those 
with  skin  disorders,  only  36  percent  were  known.  Of  those  with  vision 
defects,  only  24  percent  were  known.  Of  those  orthopedic  defects, 
only  29  percent  were  known.  Of  those  retarded,  only  37  percent  were 
known.  Of  those  with  speech  or  hearing  disorders,  only  22  percent 
were  known. 

The  problem  is  even  more  acute  in  dental  care.  Only  the  relatively 
well  to  do  receive  adequate  dental  services.  In  fact,  only  one-tenth  of 
the  population  account  for  about  two-thirds  of  all  visits  to  the  dentist. 
Among  poor  children,  65  percent  have  never  seen  a  dentist  and  they 
have  five  times  as  many  decayed  teeth  as  do  children  from  more  affluent 
families.  The  result  is  that  for  low-income  families  extractions 
account  for  37  percent  of  all  visits  to  the  dentist  compared  to  only  10 
percent  of  all  visits  for  upper-income  families.  We  have  more  than 
a  current  problem.  We  face  accumulated  dental  neglect  of  massive 
proportions.  According  to  the  Public  Health  Service,  about  $3  billion 
now  is  being  spent  annually  for  dental  care.  Based  on  the  accumulated 
need  for  dental  care,  the  annual  total  cost  for  dental  treatment  might 
be  in  the  range  of  $20  to  $25  billion  for  the  first  year  if  all  individuals 
requiring  treatment  were  to  receive  it. 

We  have  moved  too  slowly  toward  the  goal  of  making  the  next  gen- 
eration a  more  healthy  and  productive  one,  particularly  in  the  field  of 
dental  health.  We  believe  Congress  should  authorize  the  amounts  pro- 
vided in  H.R.  5710  for  child  health  as  the  absolute  minimum  required. 

Finally,  Mr.  Chairman,  let  me  include  in  the  record  these  para- 
graphs from  the  AFL-CIO  Executive  Council  statement  adopted  on 
February  20 : 

The  general  objectives  of  the  President's  proposals  for  revision  of  the  tax  struc- 
ture for  the  elderly  are  based  on  the  fact  that  the  present  structure  is  both  un- 
duly complex  and  lacking  in  equity. 
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However,  we  find  one  major  fault  in  the  particular  mechanism  the  Adminis- 
tration has  proposed  for  achieving  these  objectives.  We  particularly  oppose  the 
aspects  of  the  Administration's  recommendations  which  involve  taxation  of  Social 
Security  and  Railroad  Retirement  benefits. 

Social  Security  payments  under  federal  programs  have  always  been  tax-ex- 
empt while  the  incomes  on  which  contributions  to  the  social  insurance  funds 
have  been  based  have  been  subject  to  tax.  This  should  continue  to  be  guiding 
principle. 

Mr.  Chairman,  this  has  been  a  long  presentation.  I  appreciate  your 
patience,  and  that  of  the  committee,  for  hearing  me  out. 

We  in  the  AFL-CIO  deeply  appreciate  the  many  courtesies  and 
the  great  consideration  we  have  been  afforded,  over  the  years,  by  this 
and  other  committees  of  the  Congress.  We  have  tried  to  do  our  part 
by  presenting  our  views  as  briefly  as  possible, 

If  I  took  an  unusual  amount  of  your  time  today,  it  is  because  the 
matter  at  issue  is  both  complex  and  important. 

Social  security,  in  the  broadest  sense,  represents  the  striving  of  man- 
kind for  a  better  world ;  a  world  in  which  old  age  is  a  promise  instead 
of  a  peril,  in  which  illness  or  premature  death  are  personal  tragedies 
rather  than  family  catastrophes. 

There  is  a  long  way » to  go  before  this  Nation,  much  less  the  world, 
reaches  these  goals,  and  the  bill  before  you  falls  far  short  of  them. 

Yet  the  goals  are  important.  They  are  important  because  if  we 
stop  striving  for  them,  if  we  settle  for  a  comfortable  version  of  things 
as  they  are,  the  American  spirit  will  be  dead  indeed. 

I  know  it  is  not  dead,  and,  Mr.  Chairman,  so  do  you. 

Thank  you. 

With  your  permission,  I  would  like  to  place  into  the  record  at  this 
time  the  attachments  to  my  prepared  statement. 

The  Chairman.  Without  objection,  the  attachments  to  Mr.  Meany's 
prepared  testimony  will  be  included  in  the  record  at  this  point. 

(The  material  referred  to  follows :) 

Statement  by  the  AFL-CIO  Executive  Council  on  Social  Security  and  Wel- 
fare. February  20,  1967,  Bal  Harbour,  Fla. 

The  AFL-CIO  strongly  supports  the  President's  recommendation  for  an  over- 
all 20  percent  increase  in  Social  Security  benefits.  The  President's  proposal 
would  have  the  immediate  effect  of  increasing  benefits  for  all  present  and  future 
recipients  and  pulling  1%  million  poor  now  receiving  Social  Security  benefits  out 
of  the  mire  of  poverty.  It  also  includes  a  number  of  other  significant  improve- 
ments in  the  Social  Security  program. 

On  the  other  hand,  the  Republican  proposal  for  a  mere  8  percent  increase  in 
Social  Security  benefits  is  grossly  inadequate.  While  it  has  the  surface  attrac- 
tion of  avoiding  increased  contributions,  benefit  levels  would  still  be  so  low  that 
very  few  beneficiaries  now  below  the  poverty  level  would  be  raised  above  it. 

We  consider  the  President's  proposal  as  a  significant  down  payment  on  the 
needed  50  percent  rise  in  benefits  and  other  improvements  in  Social  Security, 
including  disability  insurance  and  medicare,  called  for  by  the  last  AFL-CIO 
convention.  Such  further  improvements  should  be  achieved  as  soon  as  possible. 
The  50  percent  goal  would  require  some  financing  from  general  revenues  which 
we  believe  is  necessary  an  desirable.  But  we  believe  the  President's  proposal 
represents  a  substantial  first  step  toward  that  goal,  which  can  be  enacted  now 
without  imposing  a  burden  on  the  general  revenue. 

In  addition  to  the  improvements  recommended  by  the  President,  we  believe 
that  the  legislation  should  also  provide  that  both  benefit  levels  and  the  earnings 
base  on  which  both  contributions  and  benefits  are  determined  should  be  kept  up- 
to-date  by  periodic  adjustment,  keeping  them  in  line  with  the  incomes  of  those 
still  working.  In  this  way  the  elderly  and  other  Americans  dependent  on  Social 
Security  will  be  able  to  share  in  the  nation's  economic  progress. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


587 


We  endorse  the  President's  recommendation  to  extend  medicare  to  the  dis- 
abled. While  we  favor  the  eventual  extension  of  medicare  to  all  Social  Security 
beneficiaries,  the  disabled  clearly  deserve  special  priority  as  a  group  burdened  by 
unusually  high  medical  costs  at  a  time  when  they  can  least  afford  them. 

The  AFLr-CIO  unreservedly  rejects  the  vicious  campaign  of  false  charges 
aimed  at  slashing  public  welfare  programs  throughout  the  country;  To  the 
contrary,  we  insist  that  public  welfare  must  be  extended  and  improved  to  ade- 
quately meet  the  minimum  needs  of  those  among  the  poor  who  are  either  ineli- 
gible for  Social  Security  or  whose  Social  Security  payments  are  too  low  to  meet 
even  rock-bottom  minimum  requirements. 

To  this  end  we  endorse  the  recommendations  of  the  Advisory  Council  on  Public 
Welfare  for  an  expanded  national  effort  and  a  new  pattern  of  federal-state 
cooperation  to  provide  as  a  matter  of  right  adequate  financial  aid  and  social 
services  to  all  in  need.  Until  such  time  as  an  adequate  national  standard  of 
need  can  be  established  for  public  assistance,  we  strongly  support  the  President's 
recommendation  that  in  their  public  assistance  payments  states  be  required  to 
meet  their  own  definition  of  need  which  should  be  kept  up-to-date  annually  as 
conditions  change.  We  urge  elimination  of  the  outmoded  and  unjust  categorical 
approach  so  that  welfare  payments  would  be  based  on  the  only  appropriate  test, 
need.  We  especially  urge  federal  action  to  abolish  the  "man  in  the  house"  rule 
and  other  senseless  and  cruel  penalties  imposed  on  needy  families  in  some  areas 
which  are  a  blot  on  American  traditions  of  compassion  and  social  justice. 

The  general  objectives  of  the  President's  proposals  for  revision  of  the  tax 
structure  for  the  elderly  are  based  on  the  fact  that  the  present  structure  is  both 
unduly  complex  and  lacking  in  equity. 

However,  we  find  one  major  fault  in  the  particular  mechanism  the  Adminis- 
tration has  proposed  for  achieving  these  objectives.  We  particularly  oppose  the 
aspects  of  the  Administration's  recommendations  which  involve  taxation  of 
Social  Security  and  Railroad  Retirement  benefits. 

Social  Security  payments  under  federal  programs  have  always  been  tax- 
exempt  while  the  incomes  on  which  contributions  to  the  social  insurance  funds 
have  been  based  have  been  subject  to  tax.  This  should  continue  to  be  the  guiding 
principle. 

Background  Statement  on  Social  Security  and  Welfare 
By  AFL-CIO  Department  of  Social  Security 

social  security 

The  Social  Security  Act  of  1935  provided  for  a  Federal  system  of  old-age 
retirement  insurance  for  American  wage  earners.  Though  originally  limited 
in  scope,  to  old-age  retirement,  the  program  has  greatly  expanded  over  the  years 
until  now  it  covers  about  9  out  of  10  wage  earners  and  provides  protection 
against  other  contingencies  such  as  death,  disability  and  health  insurance 
after  65. 

In  September  1966  there  were  nearly  22  million  Social  Security  beneficiaries 
of  whom  slightly  more  than  half  (IIV2  million)  were  retired  workers  aged  62 
and  over,  and  slightly  less  than  half  (lO1/^  million)  dependents,  survivor,s  and 
disabled.  All  the  more  than  1  million  receiving  disability  payments  and  nearly 
5  million  dependents  and  survivors  were  under  age  65.  In  addition,  Medicare 
covers  nearly  all  of  the  19  million  aged  65  and  over. 

Inadequacy  of  present  benefit  levels 

Some  37  percent  of  all  Social  Security  beneficiaries  receive  incomes,  including 
the  little  they  get  from  non-social  Security  sources,  below  the  Social  Security 
Administration's  definition  of  poverty — $1,500  for  an  individual,  $1,900  for  a 
couple  and  graduated  higher  amounts  for  larger  families.  Most  of  the  poor 
beneficiaries  are  elderly  (age  62  and  over)  but  about  1%  million  are  not. 

The  Social  Security  Administration  poverty  standards  are  extremely  strict. 
They  are  based  on  a  Department  of  Agriculture  "economy  food  plan,"  amounting 
to  only  75-80  percent  of  a  basic  low-cost  plan,  intended  for  "temporary  or  emer- 
gency use  when  funds  are  low."  In  a  4-person  family,  it  allows  only  22$  a  meal 
per  person.  Moreover,  living  costs  have  risen  over  5  percent  since  the  SSA 
poverty  standard  was  developed.  Therefore,  the  SSA  poverty  definition  must 
be  considered  well  below  even  subsistence  levels  if  it  applies,  as  in  the  case  of 
nearly  all  Social  Security  beneficiaries,  to  longer  than  a  "temporary  or  emer- 
gency" period. 
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Yet  average  Social  Security  benefits  do  not  provide  even  this  sub-minimum 
level  of  living.  On  a  monthly  basis,  the  Social  Security  poverty  standard  is  $125 
for  a  single  person  and  about  $154  for  a  couple.  In  September  1966  the  average 
monthly  Social  Security  benefit  was  $84  for  a  retired  worker,  $74  for  a  widow  and 
$98  for  a  disabled  worker.  For  a  retired  couple  it  was  $142.  Thus,  Social  Secu- 
rity benefits  in  every  major  category  are  at  sub-poverty  levels  even  according  to 
SSA's  exceedingly  stringent  standards. 

Another  appropirate  standard  of  comparison  is  the  minimum  earnings  workers 
receive  while  still  employed.  The  present  Federal  minimum  wage  of  $1.40  an 
hour  allows  a  full-time  worker  (2,000  hours  per  year)  $2,800.1  This  is  nearly 
three  times  the  average  Social  Security  benefit  of  a  single  retired  worker,  more 
than  twice  as  high  as  for  a  disabled  beneficiary  and  more  than  60  percent  higher 
than  a  retired  couple  receives  under  Social  Security. 

At  such  low  levels,  workers  retiring  on  Social  Security  receive  only  a  fraction 
of  their  pre-retirement  earnings — 45  percent  for  a  couple  and  only  30  percent 
for  a  single  worker. 

Contrary  to  popular  belief,  the  overwhelming  majority  of  the  aged  retiring 
today  (85  percent)  are  not  covered  by  other  retirement  systems.  Even  in  fifteen 
to  twenty  years,  Social  Security  will  be  the  only  retirement  system  for  70  percent 
of  the  retired  population. 

The  President's  proposals 

The  major  features  of  the  President's  proposals  are : 

(1)  An  over-all  average  20  percent  increase  in  benefit  payments. 

(2)  An  increase  of  59  percent  for  the  2.5  million  receiving  the  minimum 
benefit. 

From  $44  to  $70  for  an  individual. 
From  $66  to  $105  for  a  couple. 

(3)  An  increase  of  at  least  15  percent  for  the  remaining  20.5  million 
beneficiaries 

(4)  For  those  with  25  years  of  coverage  a  minimum  benefit  of  $100  for  an 
individual  and  $150  for  a  couple. 

The  comparatively  large  percentage  rise  in  minimum  benefits  will  provide 
much-needed  help  to  many  people  in  particularly  dire  straits.  It  is  estimated  that 
of  the  $4.3  billion  additional  benefits  payable  under  the  Administration's  proposals 
in  the  first  12  months,  close  to  two-fifths  will  go  to  poor  and  about  half  to  poor 
and  near  poor  beneficiaries.2  Some  29  percent  of  all  beneficiaries,  including  33 
percent  of  those  65  and  over,  will  be  moved  out  of  poverty. 

While  it  is  true  that  many  women,  including  large  numbers  living  alone, 
receive  minimum  benefits,  so  do  a  considerable  number  of  men.  Men  constitute 
Vs  of  minimum  benefit  recipients  and  even  a  larger  proportion  of  those  receiving 
benefit  amounts  considerably  below  average  ($45-$64).  Although  more  than  4/5 
of  minimum  beneficiaries  are  white,  Negroes  are  more  than  twice  as  likely  as 
whites  to  receive  such  a  low  benefit.  Farm  workers  and  domestic  employees  also 
constitute  a  large  proportion  of  the  minimum  benefit  group. 

The  President's  proposal  will  substantially  improve  benefit  payments  of  those 
at  or  near  the  minimum,  but  they  will  also  have  a  considerable  impact  at  higher 
levels.  This  is  not  only  because  all  benefits  will  go  up  at  least  15  percent  but 
also  because  benefit  levels  are  based  in  part  on  the  earnings  base  which  will 
rise  to  $7,800  in  1968,  $9,000  in  1970  and  $10,800  in  1974.  Even  if  there  were  no 
further  increases  in  benefits  after  this  year's  changes  are  made,  workers  at 
higher  earnings  levels  ($7,800  to  $10,800)  could  eventually  get  retirement  bene- 
fits 24  to  62  percent  higher  than  under  the  present  law.  Ultimate  benefits  for 
survivors  and  the  disabled  will  also  rise  very  significantly. 

The  AFL-CIO  regards  the  President's  proposal  as  a  significant  down-payment 
on  the  50  percent  rise  in  benefits  and  other  improvements  in  Social  Security, 
including  Disability  Insurance  and  Medicare,  which  the  last  Convention  of  the 
AFL-CIO  called  for.  The  Convention  resolution  asked  that  Social  Security  bene- 
fits be  increased  at  least  50  percent  in  several  steps  over  the  next  few  years. 
The  Convention  also  made  a  number  of  recommendations  for  greater  flexibility  in 


1  Next  year  this  figure  will  go  up  to  $3,000  based  on  the  scheduled  $1.60  minimum  wage. 
The  AFL-CIO  supports  a  minimum  wage  of  $2,  which  would  give  the  full-time  worker 
$4,000  a  year. 

2  Poor  defined  as  less  than  $l,500i  for  an  individual  and  less  than  $1,900  for  a  couple. 
Near  poor  defined  as  less  than  $1,800  for  an  individual  and  less  than  $2,600  for  a  couple. 
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the  OASDI  system  permitting  older  workers  more  rational  retirement  choices 
as  well  as  improvements  in  Medicare  to  further  reduce  medical  costs  for  the 
elderly. 

Achievement  of  a  50  percent  increase  in  benefits  and  some  of  the  other  needed 
improvements  in  Social  Security  cannot  and  should  not  be  financed  entirely  by 
employer  and  employee  contributions.  They  would  require  some  financing  from 
general  revenues  which  we  regard  as  both  necessary  and  desirable.  But  enact- 
ment of  the  President's  proposal  would  represent  significant  progress  toward  the 
50  percent  goal  which  can  be  accomplished  now  without  financing  from  general 
revenues. 

Medicare  for  the  disabled 

The  justice  of  the  President's  most  important  Medicare  proposal,  inclusion  of 
disabled  persons  under  age  65,  cannot  be  disputed.  Like  the  elderly  they  are  a 
group  with  both  reduced  incomes  and  much  higher  than  average  medical  costs. 
They,  therefore,  deserve  priority  in  any  coverage  extension  under  Medicare. 
Since  the  earnings  base  for  contributions  will  rise  for  Medicare  as  well  as 
OASDI,  this  will  provide  additional  revenue  more  than  enough  to  pay  for  the 
increased  costs  incurred  by  extending  coverage  to  the  disabled. 

Paying  for  the  proposed  improvements 

In  1968,  the  first  full  year,  the  total  cost  of  the  President's  recommended  im- 
provements is  estimated  at  about  $4.5  billion.  Except  for  a  very  small  increase 
in  the  contribution  rate  over  already  scheduled  changes  (0.1  percent  in  1969 
and  0.15  percent  total  by  1974),  the  major  change  in  financing  is  an  increase  in 
the  earnings  base  in  steps  from  $6,600  a  year  now  to  $10,800  in  1974. 

Of  the  total  increase  in  cost,  approximately  half  will  be  met  by  the  favorable 
actuarial  balance  in  the  Social  Security  Trust  Fund.  The  rest  of  the  cost  is 
split — %  from  the  higher  earnings  base  and  %  from  the  slightly  increased 
contribution  rate. 

The  AFL-CIO  considers  the  increase  in  the  contribution  rate  minimal  and 
necessary.  We  consider  the  increase  in  the  earnings  base  not  only  necessary  but 
fair  and  desirable.  Failure  to  raise  the  wage  base  not  only  puts  a  dispropor- 
tionate burden  on  low  wage  workers  but  it  also  puts  an  unduly  low  ceiling  on  the 
benefits  of  higher  wage  workers.  This  is  because  the  earnings  base  helps  to 
determine  not  just  the  contributions  but  also  benefits. 

The  President's  proposal  for  increasing  the  earnings  base  to  $10,800  by  1974 
is,  if  anything,  too  modest.  If  the  wage  base  were  to  cover  the  same  percentage  of 
payroll  as  the  $3,000  base  in  1935,  it  would  have  to  be  $15,000  today  and  even 
higher  in  later  years. 

Periodic  adjustment 

Once  benefit  levels  and  the  earnings  base  have  been  raised,  they  should  be  kept 
up-to-date  by  an  effective  adjustment  mechanism.  It  has  been  proposed  that  this 
should  be  done  by  tieing  benefit  levels  to  the  cost  of  living.  The  AFL-CIO  re- 
gards this  as  insufficient  because  if  Social  Security  benefits  no  more  than  keep 
pace  with  living  costs,  people  dependent  on  Social  Security  for  their  incomes  will 
be  barred  from  sharing  in  the  fruits  of  economic  progress.  Therefore,  Social  Se- 
curity benefits,  as  well  as  the  earnings  base,  should  be  periodically  adjusted  in 
lines  with  the  movement  of  the  wages  of  workers  still  on  the  job. 

The  Republican  proposal 

The  Republicans  have  proposed  a  mere  8  percent  increase  supplemented  by  an 
arrangement  which  with  considerable  lag  would  adjust  Social  Security  benefits 
to  the  cost  of  living.  Their  proposal  contains  no  new  financing  provisions  because 
the  minimal  increase  it  provides  can  be  completely  met  by  the  acturial  surplus 
now  in  the  Social  Security  Trust  Fund. 

Despite  this  apparent  attraction,  this  is  a  completely  inadequate  proposal.  The 
8  percent  increase  in  benefits  would  still  mean  that  average  benefits  for  both 
elderly  individuals  and  elderly  couples  would  be  below  the  poverty  level.  The 
minimum  benefit  for  a  single  person  would  be  only  $48 — or  $576  a  year,  about  % 
of  the  SSA  poverty  standard,  which,  as  indicated  above,  is  exceedingly  strict. 

Thus,  low  wage  earners  would  continue  to  draw  extremely  low  benefits.  The 
proposal  would  also  miserably  fail  to  help  higher  wage  earners.  This  is  not  only 
because  of  the  very  small  percentage  increase  in  benefits  but  also  because  the  Re- 
publican proposal  would  do  nothing  to  increase  the  earnings  base,  thereby  pre- 
venting any  substantial  increase  in  benefits  for  workers  at  higher  earnings  levels. 
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The  cost  of  living  arrangement  gives  the  false  impression  that  benefits  would 
henceforth  be  maintained  at  adequate  levels.  Actually,  it  would  only  permit 
Social  Security  beneficiaries  to  keep  pace  with  the  buying  power  of  the  unduly 
low  benefits  the  Republican  proposal  would  provide.  What  is  needed  instead  is 
a  much  larger  increase  in  benefits  and  assurance  that  Social  Security  benefici- 
aries would  keep  pace  not  only  with  the  cost  of  living  but  with  increase  in  the 
standard  of  living  the  rest  of  the  population  enjoys. 

WELFARE 

Less  than  %  of  the  poor  in  America  receive  public  assistance.  Nowhere  do 
public  welfare  payments  bring  the  incomes  of  the  poor  who  receive  them  even 
up  to  poverty  levels.  Public  welfare  programs  throughout  the  country  are  so 
financially  starved  of  needed  funds  that  they  can  provide  only  sub-minimum 
maintenance  and  inadequate  social  services  to  a  mere  22  percent  of  the  poorest 
and  most  underprivileged  members  of  our  society,  including  mothers  caring  for 
fatherless  children,  the  poorest  among  the  elderly  and  the  needy  disabled  and 
blind.  These  stark  facts  measure  the  inadequacy  of  public  welfare  but  they  do 
not  tell  the  whole  story.  Here  are  some  additional  reasons  why  there  is  an  urgent 
need  for  significant  improvement  and  modernization  of  public  welfare  programs : 

1.  Contrary  to  the  allegations  of  those  who  would  slash  public  welfare  pro- 
grams, most  needy  people  get  no  public  assistance  whatsoever.  The  main  rea- 
son is  that  less  than  y2  of  the  poor  fall  into  the  artificial  categories  of  public  as- 
sistance we  have  established:  the  needy  aged,  the  blind,  the  permanently  and 
totally  disabled,  and  certain  needy,  families  with  dependent  children.  In  ad- 
dition, some,  but  not  all,  States  finance  general  assistance  programs  for  which 
there  is  no  Federal  aid.    So  few  poor  people  get  assistance  because : 

There  are  gaps  in  the  categories  of  needy  people  for  whom  Federally-aided 
public  assistance  is  available. 

Some  States  are  either  financially  unable  or  unwilling  to  participate  in  all 
the  available  Federal  programs. 

Some  States  provide  limitations  and  restrictions  not  required  by  Federal 
law. 

Assistance  standards  in  some  States  are  so  low  as  to  exclude  many  persons 
who  are  below  the  State's  own  minimum  need  standard  and  far  below  the 
poverty  level. 

Because  many  of  the  poor  do  not  fit  into  restrictive  categories,  among  the  poor 
who  get  no  help  from  Federally-aided  public  assistance  programs  are : 

(a)  Most  needy  adults  under  age  65  who  are  unemployed  or  unable  to 
earn  an  adequate  income. 

(b)  Most  needy  children  living  with  both  parents. 

(c)  Needy  disabled  adults  who  are  not  both  permanently  and  totally 
disabled. 

(d)  Many  children  in  need  because  of  the  unemployment  of  a  parent. 

(e)  Needy  persons  who  have  not  lived  in  a  State  for  a  specified  period. 

(f)  Needy  employable  mothers  for  whom  no  jobs  are  available. 

(g)  Persons  with  defective  vision  but  not  blind  enough  to  qualify  for 
assistance. 

2.  Public  assistance  payments  are  extremely  low  and  everywhere  below  pov- 
erty levels.    Average  monthly  cash  payments  in  September  1966  were: 


Old-age  assistance   $66.83 

Aid  to  the  blind   86.11 

Aid  to  the  permanently  and  totally  disabled   71.76 

Aid  to  families  with  dependent  children  (per  recipient)   37.93 

General  assistance   37.93 


These  were  averages.  In  Mississippi,  the  average  AFDC  payment  was  $7.92 
while  the  highest,  New  York  was  $57.92. 

3.  Most  States  do  not  meet  their  own  needs  standards  in  public  assistance. 
For  example,  the  highest  amount  paid  to  AFDC  families  in  January  1965  was 
less  than  the  State's  own  minimum  needs  standard  in  all  but  19  States.  Missis- 
sippi paid  a  maximum  amount  which  was  only  28.5  percent  of  its  own  estimate 
of  rock-botton  needs. 

Why  have  public  assistance  costs  increased? 

Although  the  inadequacy  of  public  assistance  cannot  be  challenged,  its  cost 
is  nevertheless  increasing.  However,  this  is  true  only  in  absolute  terms,  for 
public  assistance  costs  are  declining  as  a  proportion  of  GNP. 
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The  increase  in  dollar  public  assistance  costs  can  be  attributed  to: 

(1)  Rising  though  still  inadequate  payments  which  in  most  cases  have 
not  even  kept  up  with  living  costs. 

(2)  Larger  than  average  increases  in  the  number  of  young  and  the  old, 
the  two  most  dependent  groups  in  our  society. 

(3)  Inadequate  Social  Security  benefits  which  have  forced  a  consider- 
able number  of  people  on  Social  Security  to  seek  public  assistance  to  meet 
minimum  needs. 

(4)  Inadequate  guidance,  training  and  rehabilitation  programs  and  in- 
sufficient work  opportunities  to  permit  ultimately  employable  public  as- 
sistance recipients  to  obtain  the  jobs  they  might  fill.  It  should  be  recog- 
nized, however,  that  most  people  receiving  public  assistance,  including  large 
numbers  of  the  elderly,  disabled  and  mothers  with  young  children  either 
could  not  or  should  not  work  full-time  even  if  they  were  able  to  obtain 
suitable  jobs.  x 

A  better  public  welfare  program 

The  Advisory  Council  on  Public  Welfare,  appointed  by  the  Secretary  of  HEW 
under  Congressional  mandate  to  review  the  Nation's  public  assistance  programs, 
has  recommended  a  new  approach,  the  main  features  of  which  are : 

(1)  A  National  minimum  standard  for  public  assistance  payments  below 
which  no  State  may  fall. 

(2)  A  nationwide  comprehensive  program  of  public  assistance  based  upon 
a  single  criterion :  Need. 

(3)  A  uniform,  simple  plan  for  Federal-State  sharing  in  costs  of  all 
public  welfare  programs  which  provides  for  equitable  and  reasonable  fiscal 
effort  among  States,  and  recognizes  the  relative  fiscal  capacity  of  the  Federal 
and  State  governments. 

(4)  Comprehensive  social  services  readily  accessible,  as  a  right,  at  all 
times  to  all  who  need  them. 

(5)  All  welfare  programs  receiving  Federal  funds  administered  con- 
sistent with  the  principle  of  public  welfare  as  a  right. 

These  objectives  should  be  reached  as  soon  as  possible.  In  the  meantime,  the 
President  has  recommended  a  first  step,  namely,  that  States  be  required  to  raise 
cash  payments  to  welfare  recipients  to  the  level  the  State  itself  sets  as  the  mini- 
mum for  subsistence  and  to  bring  these  minimum  standards  up-to-date  an- 
nually. Since  in  most  States  even  minimum  public  assistance  payments  are  well 
below  their  own  needs  standards,  acceptance  of  this  proposal  would  result  in  a 
significant  though  still  inadequate  improvement  in  public  assistance  standards. 
It  must  be  recognized,  however,  that  since  the  situation  is  the  worst  in  the  poor- 
est States,  additional  Federal  matching  funds  must  be  made  available  even  to 
meet  this  limited  objective. 

In  addition,  the  following  measures  should  be  authorized : 

1.  The  program  of  Aid  to  Families  with  Dependent  Children — Unemployed 
Parents,  now  voluntary  with  the  States,  should  be  made  mandatory  and  the  so- 
called  "man  in  the  house  rule,"  where  it  is  in  effect  should  be  immediately  elimi- 
nated. Furthermore,  assistance  should  not  be  denied  to  needy  mothers  of  de- 
pendent children  because  of  presumed  employability.  These  changes  would  not 
only  help  needy  families  to  try  to  meet  minimm  subsistence  needs  but  they  would 
also  stem  the  tide  of  family  disintegration  resulting  from  arbitrary  and  cruel 
rules  which  often  govern  eligibility  for  public  assistance. 

2.  Adult  recipients  of  AFDC  payments  often  lose  in  their  welfare  payments 
dollar-for-dollar  any  money  they  earn  when  they  are  able  to  obtain  jobs.  This 
is  a  senseless  penalty  which  destroys  employment  incentives  of  the  employ- 
able poor.  Earnings  should  be  permitted  up  to  some  reasonable  amount  before 
welfare  payments  are  reduced. 

3.  Minimum  standards  should  be  required  in  housing  occupied  by  public  wel- 
fare recipients,  the  rents  of  which  are  paid  from  public  funds.  Public  welfare 
should  stop  subsidizing  slum  housing. 

4.  Aid  to  the  permanently  and  totally  disabled  should  be  improved  by  includ- 
ing the  relatively  short-termed  disabled,  recognizing  partial  disability  which  is 
seriously  incapacitating  and  eliminating  the  present  minimum  age  18. 

5.  Detailed  demeaning  investigations  of  public  assistance  applicants  and 
recipients  should  be  eliminated  in  favor  of  less  costly  and  more  democratic 
methods  of  determining  eligibility.    These  should  be  consistent  with  constitu- 
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tional  and  statutory  rights  and  should  not  violate  the  privacy  or  dignity  of  in- 
dividuals seeking  assistance. 

6.  Child  welfare  programs  should  be  extended  and  improved.  Better  services 
are  needed  for  care  and  protection  of  children  including  foster  care,  day  care 
and  institutional  services. 


[Adopted  December  1965  by  the  Sixth  Constitutional  Convention — AFL—CIO] 

Old-Age,  Survivors  and  Disability  and  "Medicare" 

The  Social  Security  Amendments  of  1965  marked  the  most  significant  advance 
of  social  legislation  in  recent  times.  The  passage  of  "medicare,"  old-age,  sur- 
vivors, and  disability  insurance  cash  benefit  increases,  and  general  improvements 
in  the  social  security  law  reflect  an  increasing  awareness  on  the  part  of  society, 
not  only  of  a  greater  obligation  to  care  more  adequately  for  our  senior  citizens, 
but  also  of  the  importance  of  our  social  insurance  system  as  a  vital  part  of 
a  dynamic  economy. 

Organized  labor  played  a  leading  role  in  the  passage  of  this  legislation.  Now, 
with  this  successful  achievement,  we  must  turn  our  attention  to  those  social 
needs  that  are  still  unmet.  The  conclusion  of  the  "medicare"  fight  provides  an 
opportunity  to  step  up  the  fight  to  complete  unfinished  work,  to  make  basic  im- 
provements in  the  Social  Security  Act,  and  to  reevaluate  our  social  insurance 
system  in  light  of  economic  and  technological  change. 

Substantial  increases  in  cash  benefits  and  in  the  contribution  and  benefit  base 

Many  of  our  aged  are  living  in  poverty.  The  Social  Security  Administration 
estimates  that  somewhat  more  than  a  third  of  the  nation's  aged  social  security 
beneficiaries  have  incomes  below  the  poverty  line.  The  aged  constitute  about 
one-fifth  of  all  the  poor  in  the  nation.  The  benefit  structure  of  the  social  secu- 
rity program  has  not  kept  pace  with  the  increase  in  the  general  standard  of 
living  because  it  has  not  reflected  the  increased  productivity  of  the  nation. 
Those  who  have  helped  to  build  our  society  are  particularly  entitled  to  share 
in  the  economic  gains  of  that  society.  Unfortunately,  benefit  increases  have 
done  little  more  than  keep  abreast  of  the  cost  of  living.  The  7-percent  benefit 
increase  provided  for  in  the  1965  social  security  amendments,  for  example,  does 
no  more  than  bring  the  purchasing  power  of  social  security  benefits  in  line  with 
the  increases  in  the  cost  of  living  that  have  taken  place  since  1958,  when  the  last 
general  benefit  increase  was  enacted. 

Since  social  security  benefits  are  the  major,  and  in  a  great  many  cases  the 
sole,  reliance  of  our  people  for  income  security  in  old  age,  a  substantial  increase 
in  the  general  level  of  social  security  benefits  is  needed. 

In  conjunction  with  such  an  increase  in  benefit  levels,  a  substantial  increase 
in  the  contribution  and  benefit  base — the  maximum  amount  of  annual  earnings 
that  is  taxed  and  counted  for  benefit  purposes — is  also  needed.  It  is  imperative 
that  the  base  be  kept  up  to  date  with  changes  in  earnings  levels ;  failure  to  do  so 
has  serious  effects  on  the  benefit  protection  provided  under  the  program  because 
an  increasing  number  of  workers  have  earnings  above  the  base  amount  and 
therefore  get  benefits  that  are  related  to  a  smaller  and  smaller  part  of  their  full 
earnings.  While  the  increase  in  the  contribution  and  benefit  base  to  $6600  pro- 
vided by  the  1965  amendments  will  make  up  some  of  the  ground  that  has  been 
lost  by  failure  to  adequately  increase  the  base  over  the  years,  a  $6600  base  only 
temporarily  restores  the  situation  that  would  have  existed  under  a  $3600  base 
in  1950,  the  year  the  $3600  base  was  enacted.  A  further  substantial  increase  in 
the  base  is  needed  to  restore  the  situation  that  would  have  existed  under  the 
original  $3000  base  in  1935,  the  year  the  program  was  enacted. 

Failure  of  the  contribution  and  benefit  base  to  keep  pace  with  rising  earnings 
levels  also  weakens  the  foundation  of  the  financing  of  the  program — the  propor- 
tion of  the  nation's  payrolls  which  is  subject  to  social  security  contributions. 

To  provide  the  aged  with  the  adequate  living  standard  they  deserve,  social 
security  cash  benefits  should  be  increased  by  at  least  50  percent  and  the  con- 
tribution and  benefit  base  should  be  increased  to  $15,000.  Since  these  increases 
are  quite  substantial  they  may  need  to  be  accomplished  in  several  steps  over  the 
next  few  years. 

After  the  benefit  levels  have  been  substantially  improved  and  the  contribu- 
tion and  benefit  base  has  been  brought  back  in  line  with  the  increase  in  earnings 
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levels  that  has  taken  place  since  the  program  began,  Congress  should  examine 
the  desirability  of  automatic  adjustment  of  benefits  to  changes  in  prices,  so  that 
the  buying  power  of  the  benefits  can  be  maintained,  and  for  automatic  adjustment 
of  the  base  to  changes  in  average  earnings  levels,  so  that  there  will  be  no  future 
deterioration  in  the  proportion  of  annual  earnings  counted  toward  benefits. 

A  Government  contribution  to  the  financing  of  the  social  security  system 

In  order  to  make  the  social  security  program  quickly  effective  in  its  early 
years,  it  was  the  decision  of  the  Congress  to  provide  for  the  payment  of  full-rate 
benefits  to  people  who  were  already  old  at  the  time  their  work  was  first  covered 
under  the  program,  even  though  only  a  small  percentage  of  the  actual  cost  of  the 
benefits  being  paid  to  these  people  was  met  by  the  contributions  they  and  their 
employers  paid.  This  has  been  sound  public  policy,  necessary  to  help  prevent 
widespread  want  and  destitution  and  to  contribute  to  the  social  and  economic 
security  of  the  Nation  as  a  whole.  The  cost  to  the  program  resulting  from  these 
payments,  though — about  one-third  of  the  total  cost — should  not  be  charged  to 
future  generations  of  workers  and  their  employers.  It  is  entirely  appropriate 
that  the  cost  of  getting  into  operation  a  national  social  security  system  from 
which  society  as  a  whole  benefits,  should  be  borne  by  the  population  as  a  whole. 

Retirement  age 

The  social  security  program  should  recognize  to  a  greater  degree  than  it  does 
now  that  the  decision  to  retire  varies  with  physiological,  psychological,  and 
occupational  characteristics,  and  also  with  the  state  of  the  labor  market. 
Greater  flexibility  in  the  age  at  which  benefits  are  available  to  older  workers 
would  allow  more  rational  choices  based  on  individual  circumstances.  To  that 
end  the  OASDI  system  should  attempt  to  establish  a  flexible  zone  of  retirement 
from  age  60"  to  65  with  an  increasing  benefit  amount  for  each  succeeding  year. 
To  the  same  end  many  older  workers  who  are  unable — because  of  their  age, 
their  impairments  and  the  hiring  practices  of  many  employers — to  obtain  work 
that  is  related  to  their  skills  cannot  get  retirement  benefits  because  they  have 
not  reached  retirement  age  and  cannot  get  disability  benefits  because  of  the 
requirement  of  present  law  that  a  worker  must  be  unable  to  engage  in  any  type 
of  substantial  gainful  activity.  The  recent  amendments  provided  disability 
benefits  for  older  workers  disabled  by  blindness  if  the  worker  is  unable  to  engage 
in  his  usual  occupation ;  all  older  disabled  workers — regardless  of  the  reason 
for  their  disability — should  be  permitted  to  qualify  for  disability  benefits  if  their 
impairments  prevent  them  from  engaging  in  their  usual  occupation. 

Hospital  and,  medical  insurance 

The  basic  hospital  and  medical  insurance  programs  provided  for  our  older 
citizens  must  be  improved.  A  first  priority,  however,  should  be  to  extend  the 
provisions  of  the  program  to  those  who  receive  social  security  disability  insur- 
ance benefits.  All  of  the  reasons  for  providing  "medicare"  for  the  aged  apply 
equally  to  the  disabled.  Like  the  aged,  these  beneficiaries  are  a  low-income, 
high-health-cost  group  and  consequently  have  considerable  difficulty  in  obtaining 
adequate  private  health  insurance  protection.  Since  disabled  people  experience 
a  significant  reduction  in  income  and  have  little  prospect  of  improving  their 
financial  position,  adequate  private  health  insurance  is  beyond  the  means  of  a 
great  many  of  them.  Also,  there  is  no  reason  why  in  time  the  medicare  program 
should  not  be  extended  to  cover  widows  and  surviving  children  receiving  social 
security  cash  benefits  and  other  social  security  beneficiaries. 

The  $3.00  monthly  deduction  for  the  voluntary  medical  plan  and  undue  limita- 
tions on  the  amount  and  duration  of  care  should  be  eliminated  and  hospitals 
permitted  to  include  services  of  certain  specialists  in  the  basic  insurance  plan. 
Despite  shortcomings,  the  voluntary  medical  plan  represents  an  excellent  "buy", 
and  we  urge  all  those  eligible  to  take  advantage  of  this  plan  at  the  earliest 
opportunity. 

Disability  insurance 

Though  the  new  social  security  amendments  made  some  improvements  in  the 
disability  provisions,  there  remain  serious  inadequacies  in  cash  benefit  protec- 
tion against  earnings  lost  from  disability  which  should  be  met  through  the 
social  security  program.  Under  present  law,  disability  benefits  are  not  payable 
until  after  a  worker  has  been  totally  disabled  for  at  least  7  months  and  only 
if  the  disability  is  expected  to  result  in  death  or  to  last  for  a  continuous  period 
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of  not  less  than  12  calendar  months.  Many  workers  who  are  totally  disabled 
for  extended  periods  of  time  are  therefore  not  eligible  for  social  security  dis- 
ability benefits.  These  workers  are  likely  to  be  without  either  earnings  or 
benefits  at  a  time  when  their  expenses  may  be  unusually  large.  The  disability 
provisions  should  be  amended  to  reduce  to  1  month  the  waiting  period  for 
disability  benefits  and  to  provide  for  payment  of  benefits  on  the  basis  of  total 
disability  without  regard  to  its  expected  subsequent  duration. 

Other  changes 

There  are  many  additional  improvements  that  should  be  made  in  the  social 
security  program ;  one  of  these  should  be  singled  out  for  mention.  Because  a 
greater  number  of  years  must  be  used  in  determining  the  average  monthly  wage 
for  men,  the  basic  benefit  amount  for  men  is  generally  lower  than  it  would  be 
for  women  if  they  had  the  same  earnings.  The  period  for  computing  benefits 
for  men  should  be  based,  as  is  now  the  case  for  women,  on  the  period  up  to 
age  62,  instead  of  age  65  as  under  present  law.  Such  a  change  would  increase 
the  monthly  benefit  amounts  that  would  be  paid  to  men  and  their  dependents. 

The  AFL-OIO  urges  prompt  action  to  secure  these  improvements  in  the  social 
security  system,  including  applicable  provisions  of  the  Railroad  Retirement  Act. 
Therefore,  be  it 

Resolved,  (1)  That  social  security  benefits  be  increased  at  least  50  percent  in 
order  to  alleviate  poverty  among  our  aged  population  and  to  permit  older  people 
to  participate  in  the  increased  standard  of  living  that  they  have  helped  to  make 
possible,  and  that  the  contribution  and  benefit  base  be  raised  to  $15,000  to  re- 
store the  situation  that  existed  in  the  early  years  of  the  program  with  respect 
to  the  proportion  of  covered  earnings  taxed  and  counted  for  benefit  purposes. 
Because  of  the  scope  of  these  increases  they  should  be  accomplished  in  several 
steps  over  the  next  few  years. 

(2)  That  the  Congress  of  the  United  States  provide  for  the  payment  of  con- 
tributions to  the  social  security  trust  funds  from  general  revenues. 

(3)  That  the  social  security  program  should  provide  flexibility  by  establishing 
a  zone  of  retirement  from  age  60  to  65  with  an  increasing  benefit  amount  for 
each  succeeding  year.  Benefits  should  also  be  made  available  to  older  people  who 
are  below  the  normal  retirement  age  and  who  are  not  totally  disabled  but  who 
are  no  longer  able  to  engage  in  their  usual  occupations. 

(4)  That  the  "medicare"  program  be  liberalized  and  broadened  to  include 
immediately  those  receiving  social  security  disability  benefits  and,  in  time,  all 
social  security  beneficiaries. 

(5)  That  the  waiting  period  for  disability  benefits  be  reduced  to  one  month 
and  that  benefits  be  payable  as  long  as  the  total  disability  lasts  beyond  one 
month. 

(6)  That  the  period  used  in  determining  men's  rtirement  benefits  should  end 
at  age  62  as  it  now  does  for  women. 

The  Chairman.  Mr.  Meany,  we  thank  you  very  much  for  your 
statement.   We  appreciate  your  coming  to  the  committee. 
Mrs.  Griffiths. 

Mrs.  Griffiths.  Thank  you,  Mr.  Chairman. 

Mr.  Meany,  at  the  top  of  page  2  you  point  out  that  social  security 
protects  the  widows  and  children  of  breadwinners  who  die. 
Mr.  Meany.  Yes. 

Mrs.  Griffiths.  How  many  women  does  the  AFL-CIO  organize  ? 
Mr.  Meany.  How  many  what? 

Mrs.  Griffiths.  Women  does  the  AFL-CIO  organize  ?  How  many 
women  in  your  unions? 

Mr.  Meany.  We  keep  no  figures  on  the  background  of  the  sex  of 
our  membership,  or  the  color  of  their  skin,  or  their  religion  or  any- 
thing like  that. 

Mrs.  Griffiths.  You  do  have  women,  though  ? 

Mr.  Meany.  We  do  have  large  numbers  of  women. 

Mrs.  Griffiths.  Do  you  have  any  objection  to  all  workers  having 
the  same  rights  under  social  security? 
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Mr.  Meant.  None  whatsoever. 

Mrs.  Griffiths.  So  that  you  would  support  an  amendment  that 
says  that  widowers  and  children  of  workers  who  die  have  the  same 
rights  ? 

Mr.  Meany.  I  don't  get  that. 

Mrs.  Griffiths.  Let  me  give  you  an  example.  If  a  man  works 
under  covered  employment  for  10  years,  it  is  conceivable  that  75  years 
later  his  widow  and  children  could  be  drawing  on  his  rights.  If  a 
woman  worker  is  in  covered  employment  for  10  years,  1%  years  after 
she  has  left  the  work  force,  her  husband  and  children  have  no  rights 
at  all.    Do  you  support  that  ? 

Mr.  Meany.  Well,  I  certainly  see  there  is  some  inequity  there  and 
I  certainly  would  want  to  take  a  good  look  at  it. 

Mrs.  Griffiths.  I  hope  you  not  only  take  a  good  look  at  it;  I  hope 
you  support  the  fact  that  a  woman  who  has  worked  under  covered 
employment  has  exactly  the  same  rights  as  a  man  who  has  worked 
under  covered  employment. 

Once  those  rights  are  established  there  is  no  reason  for  her  right 
to  die.  I  had  an  example  here  the  other  day  of  a  woman  who  had 
paid  partially  for  the  support  of  her  husband  for  30  years  hi  a  mental 
institution.  She  left  the  work  force  at  65.  He  can't  collect  one  cent 
on  her  right,  and  yet  any  wife  could  have  collected  half  the  social  se- 
curity of  a  man  worker. 

I  would  like  to  point  out  to  you  that  in  my  judgment  the  people  on 
whom  this  tax  falls  most  heavily  are  working  families.  For  instance, 
if  a  man  is  doing  a  little  moonlighting  he  can  add  together  the  amount 
of  tax  he  pays  in  each  job  and  if  he  is  overpaying  the  base  lie  gets  a 
credit  on  his  income  tax,  but  if  a  working  couple  both  pay  the  total 
base  they  don't  get  a  credit  on  their  income  tax. 

They  just  pay,  and  yet  the  wife  is  getting  very  little  in  the  way  of 
rights.  It  seems  to  me  that  the  AFL-GIO  should  be  first  in  support- 
ing her  rights,  that  there  should  be  no  distinction  between  workers. 

Mr.  Meany.  Well,  we  have  taken  that  position  and  I  certainly 
think  we  should  take  it  here,  but  I  am  not  familiar  with  the  example 
that  you  recite.  I  would  like  Mr.  Seidman  to  give  you  his  opinion 
on  that. 

The  Chairman.  Mr.  Seidman. 

Mr.  Seidman.  Mrs.  Griffiths,  we  have  considered  very  seriously 
some  of  these  proposals  which  you  have  made  and  have  brought  to 
public  attention. 

I  think  a  distinction  should  be  made  between  the  two  which  you 
suggested.  The  one,  as  I  understand  it,  deals  Avith  the  problem,  and 
it  is  an  unusual  problem,  but  nevertheless  does  exist,  where  a  husband 
has  been  dependent  on  a  wife  and  where  as  a  widower  he  is  not  en- 
titled to  the  same  benefits  as  the  wife  would  be  under  similar  circum- 
stances. 

I  think  our  position  would  be  that  this  is  a  situation  which  appears 
to  require  correction  and  we  think  that  this  is  the  kind  of  thing  which 
ought  to  be  looked  into  very  seriously. 

The  second  proposal,  as  I  understand  it — correct  me  if  I  am 
wrong — involves  somehow  lumping  together  the  earnings  of  a  hus- 
band and  wife  for  social  security  purposes  and,  while  we  haven't 
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looked  into  all  of  the  problems  involved  in  this,  we  understand  that 
it  would  create  a  great  many  technical  difficulties  and  also  new  types 
of  inequities,  even  thought  it  might  be  correcting  some  other  inequi- 
ties, and  that  therefore  this  is  something  that  we  would  be  lot  more 
reluctant  to  support  just  out  of  hand. 

Mrs.  Griffiths.  If  you  do  not  support  putting  their  earnings  to- 
gether for  the  purpose  of  drawing  benefits,  then  why  do  you  support 
permitting  both  of  them  to  be  taxed?  Why  do  you  support  a  hus- 
band and  wife  each  paying  the  total  tax?  Do  you  feel  that  this  is 
simply  a  tax  on  employment  and  that  these  people,  this  couple,  should 
pay  the  tax  twice  ? 

Mr.  Meany.  Well,  the  tax  is  related  to  the  earnings  that  people 
have  and,  as  we  know,  the  benefits  depend  on  eligibility.  Now,  there 
are  some  people  who  because  they  are  in  the  labor  force  a  short  time, 
or  for  other  reasons,  pay  taxes  and  never  achieve  enough  of  an  earn- 
ings record,  an  employment  record,  to  be  eligible  for  benefits,  so  that 
these  things  are  not  always  directly  related,  but  it  seems  to  me  that 
there  would  be  no  way  of  saying  that  a  wife  should  not  pay  the  con- 
tribution Or  the  tax  on  her  earnings. 

This  is  something  which  is  related  to  earnings  and  I  don't  see  how 
this  could  be  separated. 

Mrs.  Griffiths.  Of  course,  at  the  present  time  that  wife  who  is 
paying  that  tax  is  actually  paying  for  the  wife  who  doesn't  work. 
That  is  really  what  it  amounts  to.  She  is  a  person  who  is  maintain- 
ing the  person  who  doesn't  work,  not  the  man  who  works.  Now  I 
would  like  to  ask  you,  since  you  are  taking  from  the  young  to  sup- 
port the  old  and  from  the  industrial  worker  to  support  the  rural 
worker,  why  do  you  support  a  level  of  benefits  whether  you  are  in 
the  rural  area  or  in  the  industrial  area,  that  is,  a  $1,900  payment  into 
a  rural  area  would  be  in  some  instances  more  than  people  had  ever 
earned. 

They  would  survive  exceedingly  well.  They  may  be  paying  as 
little  as  $12  or  $15  in  taxes  on  their  property,  whereas  with  $1,900  in 
an  industrial  area  they  would  barely  be  able  to  live  on  it. 

Why  don't  you  make  it  on  the  basis  of  not  just  the  poverty  level 
throughout  the  country,  but  what  it  would  be  in  the  area  in  which 
you  live? 

Mr.  Meant.  In  the  first  place,  we  are  using  the  poverty  figures  to 
show  the  inadequacy  of  social  security  benefits.  We  are  not  saying 
that  the  social  security  benefits  should  be  at  the  poverty  level. 

But,  in  addition  to  that,  it  seems  to  me  that  we  never  had  any  kind 
of  social  insurance  in  this  country  or  anything  similar  to  it  where 
we  have  differentiated  between  people  who  are  living  in  rural  areas 
and  people  who  are  living  in  urban  areas. 

The  fact  that  people  in  rural  areas  have  earned  lower  incomes  has 
simply  meant  that  there  has  been  more  poverty  in  rural  areas,  and 
I  don't  see  why  we  should  at  this  point  begin  to  have  this  kind  of 
discrimination  introduced  in  the  social  security  law. 

Mrs.  Griffiths.  But  you  are  actually  discriminating  against  the 
urban  worker.  A  definite  level  of  payment  throughout  the  United 
States  discriminates  in  reality  against  the  urban  worker.  It  is  not 
dollars  that  counts.    It  is  what  you  can  buy  with  them.    And  in  an 
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urban  area  just  property  tax  or  rent  would  be  heavier  than  it  is  in 
rural  areas. 

The  property  tax  or  the  rent  of  the  urban  beneficiary  would  be  so 
much  higher  than  it  is  in  a  rural  area  that  you  have  in  fact  discrimi- 
nated against  the  urban  workers,  and  yet  it  has  been  the  urban  workers 
that  have  made  possible  the  payment  to  everybody. 

Mr.  Meant.  Our  observation  has  been,  Mrs.  Griffiths,  that  the  living 
costs  throughout  the  United  States,  not  just  as  between  rural  and 
urban,  have  been  coming  closer  together  and  we  think  that  the  benefits 
should  be  set  at  a  level  of  adequacy  which  would  be  adequate  for  urban 
workers  and  we  don't  think  that  this  would  give  a  windfall  to  the 
rural  workers. 

Mrs.  Griffiths.  Thank  you  very  much. 

The  Chairman.  Mr.  Curtis. 

Mr.  Curtis.  Mr.  Meany,  in  your  presentation  you  simply  relate  to 
what  is  being  done  in  the  governmental  area  as  far  as  retirement  of 
our  people  is  concerned,  but,  as  I  have  understood  it,  social  security 
has  always  been  presented  as  a  base  upon  which  other  programs  will 
be  built.    Is  that  your  understanding,  too? 

Mr.  Meany.  Well,  we,  of  course,  in  our  collective  bargaining  agree- 
ments relate  our  pension  benefits  in  some  cases  to  social  security,  but 
I  don't  see  what  that  has  to  do  with  raising  the  social  security  benefits. 

Mr.  Curtis.  Well,  I  am  very  disturbed  if  you  don't  see  what  it  has 
to  do  with  it  because  I  think  one  of  the  key  problems  that  has  faced 
this  committee  in  the  past  in  dealing  with  social  security,  and  presently 
faces  us,  is  how  do  we  coordinate  what  is  being  done  in  the  private 
sector  with  what  is  being  done  or  might  be  done  in  the  governmental 
sector. 

We  are  all  interested  in  attaining  the  very  fine  ideals  that  you  set 
forth  in  your  paper.  The  argument,  though,  is  over  how  do  we  best 
do  it,  what  is  the  method. 

Mr.  Meany.  How  could  you  base  the  Government  payment  on  what 
people  get  privately  ? 

Mr.  Curtis.  I  am  not  arguing  that,  Mr.  Meany. 

Mr.  Meany.  There  are  all  different  sorts  of  j:>lans. 

Mr.  Curtis.  What  I  am  saying  is  one  of  our  concerns  is  how  do  we 
relate  the  two  to  each  other.  Let  me  illustrate  by  being  specific. 
When  you  move  a  base  up  to  $10,800  you  are  moving  quite  heavily  into 
an  area  where  a  great  deal  of  the  private  retirement  plans  are  financed. 

Now,  maybe  we  still  want  to  do  it,  but  in  order  to  understand  it  I 
think  we  must  relate  our  discussion  to  some  degree  with  what  is  going 
on  in  the  private  sector.  However,  your  paper  has  no  recognition  that 
anything  is  going  on  in  the  private  sector.  It  is  almost  presented  as 
if  the  only  thing  that  our  people  have  that  will  take  care  of  their 
retirement  and  their  other  problems  is  their  governmental  program. 

You  see  what  I  am  trying  to  bring  out  ? 

Mr.  Meany.  We  have  certainly  got  to  base  it  on  the  assumption  that 
there  are  people  that  only  have  this,  that  it  is  the  only  thing  they  do 
have. 

Mr.  Curtis.  Yes,  then  let's  relate  it  to  this— this  is  not  a  program, 
Mr.  Meany,  that  just  relates  to  that  group  of  people.  This  covers 
people  that  are  perfectly  able  to  take  care  of  themselves.    I  would 
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argue  that  well  over  80  percent  of  our  people  don't  need  anything  like 
this  at  all. 

Mr.  Meant.  The  figure,  Mr.  Curtis,  is  just  the  opposite;  just  the 
reverse.  Eighty-five  percent  of  the  elderly  are  not  covered  under 
private  retirement  systems,  so  you  are  worrying  about  the  15  percent 
getting  a  little  too  much  ? 

Mr.  Curtis.  No.  I  think  you  are  missing  what  I  am  trying  to  get 
across.  I  am  not  trying  to  argue  with  you  at  this  point.  I  am  merely 
trying  to  get  a  base  where  we  can  have  an  argument,  and  one  of  the 
arguments  would  be  what  is  the  balance  between  those  who  can  pro- 
vide for  themselves  and  those  who  can't.  You  say  that  you  think  my 
figure  of  80  percent  is  the  reverse.  This  begins  to  get  things  out  in 
the  open  where  we  can  have  a  fruitful  discussion,  but  your  paper  makes 
no  reference  at  all  to  what  goes  on  in  the  private  sector.  So  that  this 
committee  can't  consider  whether  to  move  to  improve  our  retirement 
programs  for  our  people  through,  for  example,  the  social  security  pro- 
gram, or  should  we  do  this  through  our  private  pension  programs, 
which  to  one  extent  is  affected  by  Government  inasmuch  as  we  do  give 
tax  deductions  for  pension  plans  that  meet  certain  qualifications.  So 
we  are  in  that  business,  too. 

This  criticism,  and  it  is  criticism,  that  I  direct  against  your  paper  is 
the  same  criticism  I  directed  against  the  paper  presented  by  the  Sec- 
retary of  HEW. 

All  the  discussion  in  these  papers  is  around  the  Government  program 
without  any  attempt  to  relate  it  to  what  goes  on  in  the  private  sector 
to  see  what  happens,  if  we  were  to  move  the  Government  program  as 
you  recommend  here,  what  impact  does  that  have  on  the  pension  pro- 
grams and  other  retirement  programs  that  also  exist.  Is  this  a  better 
way  of  improving  the  retirement  for  our  people  or  is  a  better  way  to 
encourage  it  to  remove  inhibitions  from  developing  the  private  pro- 
grams, including  the  pension  program  that  your  unions  get  into  their 
union-management  contracts. 

That  is  what  I  am  trying  to  direct  your  attention  to. 

Mr.  Meant.  Well,  I  just  don't  agree  with  you.  I  think  that  we 
are  concerned  with  a  system  which  was  established  some  years  ago. 
It  is  a  governmental  system.  Now,  in  the  meantime  if  some  people 
have  been  able  to  help  themselves  through  a  negotiated  pension  plan, 
and  that  is  only  a  small  percentage,  I  don't  see  why  we  should  relate 
it.  What  do  you  mean  by  relating  this  ?  How  could  you  relate  this, 
Mr.  Curtis? 

Mr.  Curtis.  Let  me  say  that  your  union  people  have  as  a  base,  social 
security.  Then  they  go  in  and  argue  with  management  that  "we  want 
this  kind  of  pension  plan  on  top  of  it."  In  your  negotiations,  the  two 
systems  are  interrated  so  that  you  end  up  with  a  comprehensive  pro- 
gram. 

Mr.  Meant.  They  don't  go  to  management  and  say  they  want  that. 
They  say  "we  want  more  money  and  we  want  it  in  the  pension  plan.'' 
In  other  words,  what  they  get  out  of  management  they  earn.  That  is 
part  of  the  wages. 

Mr.  Curtis.  I  am  not  arguing  that  it  isn't.  In  fact,  I  am  all  in 
favor  of  it,  Mr.  Meany.  I  am  simply  saving  that  that  is  what  I  am 
talking  about,  how  do  you  in  your  specific  labor-management  con- 
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tracts  relate  the  social  security  that  your  people  are  getting  to  what 
they  are  going  to  get  through  the  pension  plans.  If  you  move  more 
heavily  into  social  security  what  impact  does  that  have  on  building  up 
your  pension  plans  that  are  

Mr.  Meany.  That  would  have  a  different  impact  at  every  bargain- 
ing table. 

Mr.  Curtis.  Exactly. 

Mr.  Meany.  You  don't  think  the  employer  would  buy  a  set  of  fig- 
ures from  a  negotiator  for  the  union  that  gave  a  false  picture  of  what 
social  security  would  do  or  wouldn't  do  ? 

Mr.  Curtis.  Well,  I  hope  not,  but  I  would  think  that  with  the 
wealth  of  information  the  AFL-CIO  has  you  could  have  given  us  some 
data  as  to  what  is  happening  in  the  private  area.  What  have  you 
people  been  able  to  do  with  your  pension  programs  ?  What  is  the  po- 
tential for  further  developing  the  pension  program?  What  happens 
to  that  potential  if  you  move  forward  in  this  area  using  the  payroll 
tax  to  this  extent  and  applying  it  to  a  base  of  $10,800  of  wages  ? 

Now,  I  think  you  answered  my  question.  You  just  haven't  thought 
about  it,  and  I  am  sorry  because  I  think  that  thereby  your  paper 
doesn't  provide  as  much  real  information  as  we  wish. 

Mr.  Meany.  I  am  sorry  that  you  are  sorry,  but  I  just  don't  see  the 
relation  that  you  put  between  the  two.  One  is  collective  bargaining 
with  an  employer  for  services  to  be  rendered  and  the  other  is  a  Fed- 
eral social  security  system. 

Mr.  Curtis.  Oh,  I  know  you  don't  understand  my  point  and  maybe 
I  am  just  not  very  clear  in  getting  it  across,  so  I  guess  we  can't  pursue 
this  any  further. 

Let  me  say  one  specific  thing  in  reference  to  your  paper,  on  page 
10, 1  believe  it  is,  you  refer  to  early  retirement,  and  I  think  this  is  a 
very  important  point  and  a  point  that  I  sought  to  make,  Mr.  Meany, 
in  minority  views  that  I  wrote  to  accompany  H.R.  8282  in  the  last 
Congress  on  unemployment  insurance.  I  said  I  thought  that  the  big- 
gest problem  that  was  facing  us  in  the  field  of  unemployment  was  m 
the  area  of  getting  our  retirement  systems  set  up  so  there  can  be  early 
retirement  for  the  very  reasons  you  list  here,  automation  and  ill  health. 

But  this  also  bears  on  the  basic  point  I  was  asking  you  because  it 
isn't  just  early  retirement  for  social  security  programs.  It  is  also 
early  retirement  in  the  pension  programs,  and  the  other  private  re- 
tirement systems  that  exist  in  our  society. 

However,  as  I  say,  you  have  responded  to  my  questions  and  it  is 
just  a  regret  to  me  that  neither  the  Government  through  the  Secretary 
of  HEW  nor  the  great  AFL-CIO  seem  to  understand  that  we  are 
talking  about  an  entire  social  system  of  which  Government's  part  is 
one  thing,  but  another  big  part  is  the  private  programs.  It  becomes 
of  great  concern  how  you  relate  the  two. 

Mr.  Meany.  Let's  understand  one  another.  My  position  is  we 
should  not  try  to  relate  the  two.    Let's  put  it  that  way. 

Mr.  Curtis.  That  is  even  worse. 

Mr.  Meany.  Oh,  no,  it  is  not  even  worse,  because  one  is  private  and 
the  other  is  Government. 

Mr.  Curtis.  Let  me  pursue  it  just  a  little  further.  We  have  a  prob- 
lem in  this  committee  of  trying  to  relate  social  security  with  the  rail- 
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road  retirement  system  to  dovetail  them  to  be  sure  that  they  work 
together.  We  have  the  same  problem  of  trying  to  corrolate  the  pro- 
gram with  veteran's  pensions,  so  when  you  say  that  you  don't  even 
want  to  try  to  relate  them  

Mr.  Meany.  You  are  talking  about  railroad  retirement.  That  is 
under  Government  supervision. 

Mr.  Curtis.  The  test  in  your  mind  then  is  simply  if  it  is  Govern- 
ment, but  how  about  veteran's  pensions?  How  about  civil  service 
retirement?  We  try  to  relate  that,  too,  to  social  security.  We  try  to 
relate  the  State  and  local  governmental  employee  retirement  systems, 
too. 

Mr.  Meany.  I  am  not  quarreling  with  that  at  all. 

Mr.  Curtis.  Then  why  do  you  object  to  our  trying  to  relate  it  to 
the  great  pension  plans  which  to  some  degree  are  Government,  to  the 
extent,  at  any  rate,  that  there  is  a  tax  deduction  for  them  and  we  do 
set  up  certain  standards  by  law  which  these  pension  plans  must  meet 
if  they  are  to  qualify. 

This  committee  just  recently,  the  Congress,  passed  out  a  further  de- 
velopment of  the  retirement  programs  for  the  self -employment,  pro- 
fessional people,  the  Keogh  bills  which  again  require,  I  would  argue, 
relating  those  programs  to  the  basic  social  security  program. 

But  you  don't  want  us  to  attempt  to  relate  them,  as  I  understand  it. 

Mr.  Meany.  Not  those  that  are  strictly  in  the  private  sector. 

Mr.  Curtis.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

Mr.  Meany,  we  thank  you  again  for  coming  to  the  committee  and 
discussing  this  matter  with  us.    We  appreciate  your  doing  so. 
Mr.  Meany.  Thank  you. 

(The  following  letters  were  received  by  the  committee:) 

Amalgamated  Meat  Cutters  & 
Butcher  Workmen  of  North  America, 

Chicago,  III.,  April  5, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,    Committee    on    Ways    and   Means,    House    of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  In  the  view  of  our  Union,  the  social  security  bill  which 
your  Committee  is  currently  considering  is  one  of  the  most  important  pieces  of 
legislation  to  come  before  the  90th  Congress.  It  is  basic  to  the  welfare  of  the 
young  and  old  of  our  nation  alike. 

The  bill  proposed  by  the  Johnson  Administration  would  increase  the  benefits 
to  retired  people,  to  widows  and  survivors,  to  the  disabled,  to  the  sick  and  to  the 
needy.  It  would  bring  benefits  closer  in  line  with  the  current  needs  of  Americans. 

Our  Union  believes  that  such  increases  are  extremely  necessary  since  benefits 
provided  under  current  law  are  shockingly  low.  Current  law  simply  makes  social 
security  beneficiaries  another  part  of  the  poverty  group  in  American  society. 

We  do  not  think  that  the  Administration  proposal  is  a  panacea.  In  fact,  we 
would  have  welcomed  a  bill  that  would  have  provided  more  and  higher  benefits. 
However,  we  believe  it  is  the  first  step  toward  making  the  social  security  a 
realistic  basis  for  meeting  the  needs  of  the  program's  various  beneficiaries. 

We  strongly  endorse  the  testimony  delivered  before  your  Committee  by  Presi- 
dent George  Meany  of  the  AFL-CIO.    We  urge  the  Committee  will  take  the 
actions  which  he  has  recommended. 
Sincerely  yours, 

Thomas  J.  Lloyd, 

International  President, 
Patrick  E.  Gorman, 

Secretary-Treasurer. 
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Railway  Labor  Executives'  Association, 

Washington,  D.C.,  April  7, 1967. 

Honorable  Wilbur  Mills, 

Chairman,    Committee    on    Ways    and    Means,    House    of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Chairman  :  In  testifying  before  your  Committee  on  the  pending 
social  security  measures  recommended  by  the  Administration,  President  George 
Meany  of  the  AFL-CIO  expressed  our  position  with  respect  to  the  proposed 
taxation  of  railroad  retirement  benefits. 

To  insure  against  any  misunderstanding  with  respect  to  the  position  of  the 
standard  railway  labor  organizations  represented  by  our  Association,  I  wish  to 
advise  that  the  Railway  Labor  Executives'  Association  cannot  support  any 
measure  which  will  provide  for  the  taxation  of  railroad  retirement  benefits.  We 
find  no  justification  at  this  time  for  a  departure  from  the  long-established 
principle  that  such  benefits  shall  be  tax  exempt. 
Sincerely  yours, 

Donald  S.  Beattie, 
Executive  Secretary. 

The  Chairman.  Mr.  Robinson,  Mr.  Cohen,  and  Mr.  Newton,  Mr. 
Robinson,  will  you  deliver  the  statement  ? 

STATEMENT  OF  JOHN  ROBINSON,  CHAIRMAN,  CITIZENS  COMMIT- 
TEE FOR  RESPONSIBLE  GOVERNMENT;  ACCOMPANIED  BY  LESLIE 
H.  COHEN,  LEGAL  COUNSEL;  DONALD  C.  NEWTON,  INSURANCE 
ACTUARY;  DR.  THOMAS  H.  SULLIVAN,  MEMBER,  BOARD  OF  DI- 
RECTORS 

Mr.  Robinson.  Yes,  sir.  I  will  deliver  the  main  statement,  but  I 
have  asked  these  three  gentlemen  to  add  remarks. 

The  Chairman.  All  right.  If  you  will  introduce  yourself  for  the 
record  and  the  gentlemen  with  you  we  will  be  glad  to  recognize  you. 

Mr.  Robinson.  Yes,  sir.  Mr.  Chairman,  I  am  John  Robinson  of 
Syracuse,  N.Y.  I  am  chairman  of  the  Citizens  Committee  for  Re- 
sponsible Government. 

On  my  immediate  right  is  Mr.  Donald  Newton,  a  member  of  our 
board  (of  directors,  on  my  immediate  left  Mr.  Leslie  Cohen,  our  counsel, 
and  to  his  ]eft  Dr.  Thomas  Sullivan,  one  of  the  members  of  our  com- 
mittee, and  we  deeply  appreciate  the  opportunity  to  appear  before 
this  body  today. 

TOPICAL  OUTLINE 

The  entire  concept  of  medical  assistance  for  needy  people  could 
be  rejected  by  the  citizens  due  to  an  increasingly  heavy  administrative 
and  financial  burden. 

Examples  of  problems  and  costs  being  experienced  in  New  York 
State — problems  confronting  us  due  to  legislatures  handing  over  broad 
powers  to  administrative  agencies : 

New  York  State  medicaid  program  not  medical  assistance  for 
needy  people  but,  is  a  supplemental  income  plan. 

Objection  to  proposed  formula  of  Federal  participation  in 
MA — medical  assistance — for  families  whose  earnings  are  no 
more  than  iy2  times  the  maximum  income  standards  for  cash 
welfare  payments. 
A  complete  redefinition  of  the  word  "needy"  must  be  made. 
Amending  philosophy — limit  Federal  participation  in  full  pay- 
ment of  medical  bills  to  those  totally  dependent  upon  the  State 
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for  their  everyday  subsistence.  Provide  assistance,  complete  with 
deductible  and  coinsurance  provisions,  for  the  rest  of  the  popu- 
lation in  cases  of  catastrophic  cost. 

Compulsory  health  insurance  not  needed  if  present  plans  are 
redrawn  and  brought  together.  Compulsory  health  insurance 
now,  with  existing  plans  unchanged,  would  actually  be  a  national 
health  service. 

The  effects  of  such  a  program  upon  the  critical  aspect  of  the 
doctor-patient  relationship. 

We  are  speaking  for  and  truly  represent  hundreds  of  thousands  of 
people  in  New  York  State  who  are  totally  dissatisfied  with  New 
York's  implementation  of  title  19  of  the  Social  Security  Act  of  1965. 

The  purpose  of  this  title  is  medical  assistance  for  needy  people. 
It  has  been  given  the  nickname  of  "medicaid''  in  New  York  State  to 
differentiate  from  title  18  known  as  medicare. 

We  commend  the  basic  concepts  of  title  19  but  we  deplore  the  results 
that  we  have  experienced  in  New  York  State  thus  far.  Tn  front  of 
you  is  a  packet  of  reference  material.  Don't  be  scared,  gentlemen. 
We  are  not  going  to  go  over  all  of  it,  but  we  do  consider  it  germane 
to  today's  discussion  and  it  also  includes  our  credentials.  We  will 
limit  our  vocal  remarks  to  the  more  pertinent  points  in  due  considera- 
tion of  your  time. 

Exhibit  I  is  a  dissertation — I  think  we  will  call  it  that — on  the 
horrible  mess  New  York  State  has  made  of  your  plan  of  medical 
assistance  for  needy  people. 

There  are  also  some  other  reference  points  we  make.  It  is  apparent 
to  us  that  both  Congress  and  we  in  the  Empire  State  have  problems 
very  similar  in  nature,  albeit  yours  are  magnified  by  about  50  times. 

We  both  have  administrative  agencies  which  have  been  given  a  blank 
check  that  has  been  coupled  with  broad  powers  of  interpretation,  and 
with  these  have  distorted  the  noble  concept  of  medical  assistance  for 
needy  people. 

In  New  York,  medicaid  is  in  reality  a  supplemental  income  plan  of 
an  indeterminate  and  unlimited  amount.  Because  of  such  distortions 
our  committee  is  greatly  concerned  that  the  entire  concept  of  medical 
assistance  will  be  rejected  by  an  irrate  citizenry  due  to  an  increasingly 
heavy  administrative  and  financial  burden. 

Gentlemen,  the  cost  of  the  New  York  program  is  rapidly  rising  to  the 
levels  predicted  last  summer,  both  by  us  and  you  people.  We  are 
afraid  the  total  costs  will  be  so  high  that  they  will  destroy  our  ability 
to  assist  the  indigent. 

Please  bear  in  mind  that  as  those  people  who  can  well  afford  the 
majority  of  their  medical  bills  come  to  the  public  trough  for  pay- 
ment, they  quickly  use  up  the  available  moneys  and  place  a  tremendous 
burden  on  the  administrative  facilities. 

Thus,  persons  truly  in  need  of  public  assistance  experience  difficulty 
in  obtaining  authorization  for  these  expenditures  due  to  a  lack  of 
funds  and  overburdened  staff.  We  have  already  experienced  this  in 
New  York  State  ever  since  the  implementation  began  back  on  the  first 
of  May. 

Welfare  expenditures  have  risen  dramatically  during  this  most 
prosperous  era  in  your  country's  history,  and  yet  the  average  citizen 
is  demanding  that  the  local  administrators  expend  every  effort  to  keep 
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these  costs  to  a  minimum,  while  at  the  same  time  pressure  is  exerted 
at  State  and  Federal  levels  to  expand  these  programs. 

The  local  area  is  required  to  share  in  the  costs  of  these  programs 
which  they  may  not  want,  have  no  voice  in,  and,  as  in  New  York's 
medicaid,  absolutely  cannot  afford. 

We  have  counties  in  our  State  where  70  percent  of  the  population 
is  eligible  for  medicaid  due  to  our  high  levels. 

To  digress  for  a  moment,  in  New  York  State  the  title  19  program, 
medicaid,  covers  every  conceivable  item  of  medical  expense,  including 
transportation  to  and  from  the  physician's  office,  dental  care,  glasses, 
prescriptions,  trips  out  of  State  if  required. 

Now,  with  over  70  percent  of  the  county's  population  eligible  and 
that  county  being  required  to  furnish  somewhere  around  one-third 
of  the  total  cost,  you  can  imagine  what  this  does  to  taxes,  so  you  now 
have  these  two  divergent  forces  meeting  head  on,  governmental  pres- 
sure to  expand,  local  pressure  to  conserve. 

Gentlemen,  you  cannot  legislate  an  individual's  feelings,  nor  can 
you  continue  to  broaden  the  indigent  programs  Avithout  experiencing 
a  broadening  rebuttal  from  the  other  segment  of  the  population. 

The  increase  in  users,  that  is,  medicaid  cardholders,  resulting  from 
New  York's  program,  has  posed  problems  beyond  just  those  of  funds 
and  staff. 

Other  health  programs  in  our  State  have  been  neglected  due  to  the 
overburdened  medicaid.  It  has  become  a  major  task  to  find  medical 
facilities  for  those  who  in  the  past  relied  on  clinics  for  much  of  their 
medical  treatment. 

These  problems  are  magnifying  every  day.  If  you  will  recall,  back 
when  this  program  was  first  put  in  Governor  Rockefeller  and  the 
department  of  welfare  stated  that  only  2  million  people  would  use 
this  program  in  New  York  State. 

That  was  an  increase  of  one-third.  He  has  been  proved  wrong. 
We  now  have  at  least  a  100-percent  increase  in  our  use  and  the  rate 
of  application  for  the  medicaid  card  has  risen  dramatically  since 
J anuary  1  when  we  compiled  some  of  the  information  in  our  exhibit. 

The  rate  is  now  twice  that  rate  given  in  our  exhibit.  Approxi- 
mately, in  the  implementing  counties,  one-half  of  1  percent  of  the 
counties  population  each  week  is  now  applying  for  the  medicaid  card. 

There  will  be  no  end  to  this  run  on  the  public  bank  until  the  basic 
philosophy  surrounding  these  programs  is  changed.  Please  don't  let 
our  State  officials  or  any  other  agency  seduce  you  with  low-cost  and 
user  estimates. 

We  ask  that  you  not  only  review  the  various  cost  and  budget  charts 
included  in  exhibit  IV,  but  insist  on  a  true  audit  of  the  State  program. 

Right  now  we  are  being  told  by  the  State  that  in  1966  we  have 
taken  care  of  more  people  and  the  overall  cost  was  $100  million  less 
than  in  1965. 

This  is  somewhat  incredulous,  but  the  intent  of  this  dance  may  be 
very  obvious.  We  are  getting  a  low  figure  for  State  consumption. 
Possibly  a  high  figure  will  come  down  here  to  you. 

As  a  matter  of  fact,  this  year  our  welfare  commissioner  and  our 
Governor  cannot  agree  on  what  medicaid  will  cost  this  year.  They 
are  about  $80  million  apart.  But  through  other  machinations  it  is 
quite  obvious  that  our  State  government  is  greatly  alarmed  over  these 
costs. 

75-833  O— '67— pt.  2  13 
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County  budgets  which  we  have  been  given  reflect  a  76 -percent  in- 
crease, 1967  over  1966,  for  medical  assistance  programs. 

So  it  is  no  wonder  that  our  Government  continues  to  call  for  full 
Federal  support  of  the  medicaid.  Since  he  considers  half  of  our  popu- 
lation needy,  and  I  believe  this  is  a  higher  percentage  than  the  Appa- 
lachian region,  we  have  suggested  quite  often  that  the  Governor  apply 
for  disaster  relief  in  lieu  of  medicaid  reimbursement. 

Last  week  while  we  were  preparing  for  this  appearance  one  of  our 
board  members  asked  if  this  trip  would  be  worth  the  effort  and  ex- 
pense. He  was  referring  to  articles  appearing  in  the  various  news- 
papers wherein  State  welfare  commissioner,  George  Wyman  flatly 
predicted  the  New  York  medicaid  program  would  survive  these  hear- 
ings on  social  security  changes. 

The  headline  actually  read,  "Congress  Is  Seen  Sparing  Medicaid." 
That  was  in  the  New  York  Times  on  March  1. 

Commissioner  Wyman  was  referring  to  I  believe  an  administrative 
amendment  in  H.R.  5710 — we  have  not  been  able  to  get  a  copy  of  that 
bill  yet,  by  the  way — which  is  currently  before  the  Congress. 

This  promotes  a  formula  limiting  Federal  reimbursement  to  families 
earning  no  more  than  iy2  times  the  State's  maximum  income  stand- 
ards for  cash  welfare  payments. 

He  predicted  that  this  administrative  amendment  would  be  passed 
as  if  he  had  an  inside  pipeline  to  the  workings  of  your  committee  and 
such  a  formula  would  then  justify  New  York's  eligibility  levels. 

According  to  Mr.  Wyman,  our  income  standard  right  now  is  $3,931 
for  a  family  of  four,  plus  payments  for  special  needy  items  such  as 
furniture,  appliances,  extra  clothing,  and  what  have  you. 

He  stated  that  this  figure  will  be  raised  in  May  due  to  the  cost  of  liv- 
ing adjustments — ergo  continuance  of  the  current  New  York  levels 
of  eligibility. 

One  and  one-half  times  the  amount  he  is  referring  to  is  our  $6,000 
figure  for  a  family  of  four.  Just  last  May  Commissioner  Wyman 
stated  that  these  eligibility  levels  Avere  none  of  the  Federal  Govern- 
ment's business,  so,  our  board  member  wondered  just  who  is  establish- 
ing the  policies  of  title  19,  Mr.  Wyman  or  the  Congress,  and  thus 
whether  our  appearance  here  today  was  worthwhile. 

We  feel  that  it  is  worthwhile.  It  should  be  noted  at  this  point  that 
Commissioners  Wyman  and  Ingraham  have  unlimited  and  dictatorial 
control  of  all  aspects  of  this  program  in  our  State. 

Commissioner  Wyman  has  already  stated  that  he  will  ask  for  higher 
eligibility  levels  when  he  deems  it  necessary,  and  he  does  not  need  leg- 
islative approval  to  change  these  levels. 

Another  aspect  of  the  program  that  concerns  us  is  that  handing  over 
of  broad  powers  to  the  administrative  bodies,  and  I  will  ask  our  coun- 
sel, Mr.  Cohen,  if  he  will  speak  briefly  on  the  problems  confronting  us 
to  date  due  to  this  legislative  relinquishment. 

The  Chairman.  Mr.  Cohen. 

STATEMENT  OF  LESLIE  H.  COHEN,  LEGAL  COUNSEL,  CITIZENS 
COMMITTEE  FOR  RESPONSIBLE  GOVERNMENT 

Mr.  Cohen.  Mr.  Chairman,  members  of  the  committee,  first  of  all, 
I  think  the  best  way — it  may  seem  inconsistent  to  you — to  describe 
the  manner  in  which  New  York  State  implemented  title  19  to  state 
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without  any  hesitancy  that  there  is  no,  there  is  no,  medical  assistance 
law  in  the  State  of  New  York. 

This  statement  may  seem  inconsistent  to  you  with  the  fact  that  we 
are  here  today  to  discuss  the  mamier  in  which  New  York  implemented 
title  19,  but  the  facts  I  will  set  forth  will  show  that  there  is  nothing 
whatsoever  inconsistent  about  this  position. 

In  the  spring  of  1966,  the  New  York  State  Legislature  adopted  chap- 
ter 256,  title  11,  as  an  amendment  to  the  social  security  welfare  law 
of  the  State  of  New  York.  This  legislation  was  enacted  for  the  express 
purpose,  as  stated  therein  under  section  363(a)  of  implementing  title 
19  of  the  Federal  social  security  law. 

The  legislation  begins  with,  under  section  363,  a  "Declaration  of 
Objects"  wherein  it  is  stated  that  medical  assistance  for  needy  persons 
is  declared  a  matter  of  public  concern  in  the  State  of  New  York,  and 
in  furtherance  thereof  a  program  is  to  be  established. 

This  statute  does  then  continue  under  section  363(a)  and  364  to 
delegate  to  the  board  of  social  welfare  and  the  department  of  social 
welfare  the  following : 

(a)  The  board  shall  make  such  rules  and  the  department  shall 
make  such  regulations,  not  inconsistent  with  law  as  may  be  nec- 
essary to  implement  this  title. 

(b)  The  board  shall  establish  by  regulation  reasonable  standards 
which  shall  be  comparable  for  all  groups  for  determining  eligibil- 
ity consistent  with  the  provision  of  the  title  and  rules  of  the  board. 

(c)  It  shall  promulgate  the  qualification  required  of  physicians 
and  dentists,  et  cetera,  employed  by  the  welfare  districts. 

The  statute  contains  no  provisions  as  to  who  shall  be  eligible  and 
the  manner  of  actual  operation  of  such  program,  but  bests  total  author- 
ity in  this  regard  in  the  board  of  social  welfare,  department  of  social 
welfare  and  in  some  instances  with  the  aid  of  the  department  of  health. 

There  is  no  requirement  that  any  plan  or  program  be  approved  by 
legislative  action  or  be  required  to  be  reported  and  reviewed  by  legisla- 
tive act  prior  to  its  becoming  effective. 

You  have  heard  much — you  heard  Mr.  Meany  talk,  you  have  heard 
many  others  talk  before  us,  and  you  will  hear  much  talk  after  us — 
concerning  costs,  cost  analysis,  and  there  are  many  inconsistent  opin- 
ions specifically  in  this  regard  about  the  New  York  plan. 

But  the  most  important  and  most  salient  aspect  of  this  situation  in 
my  opinion  is  that  the  entire  health  of  a  State,  and  not  a  small  State,  a 
State  of  18  million  people,  and  a  considerable  potential  financial  bur- 
den, not  only  to  New  Yorkers,  but  to  the  Federal  Government,  and 
remember  that  all  of  us  are  here  today  not  as  New  Yorkers — we  are 
also  citizens  of  the  United  States — rests  solely  in  the  hands  of  a  14- 
member  board  appointed  by  the  Governors  of  the  States,  and  not  bound 
to  legislative  review. 

It  is  in  truth  a  complete  divesting  of  responsibility  by  our  legislature 
and  the  placing  of  this  most  serious  situation  under  total  and  unques- 
tioned control  of  State  administrative  agencies. 

The  people  of  New  York  were  never  given  the  opportunity  to  have 
their  views  put  forth  by  their  elected  legislators.  They  have  no  means 
of  control  whatsoever  at  this  stage  over  the  future  of  this  program. 
There  is  therefore  a  definite  turning  away  from  the  democratic  process 
in  a  matter  of  vital  concern. 
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Let  me  digress  for  just  1  second  to  say  to  you  that  these  comments 
are  not  in  any  way  a  matter  of  political  or  social  philosophy.  They 
have  nothing  to  do  with  it. 

Many  times  it  has  even  been  marked  to  me  Iioav  can  a  Democrat  like 
me  be  speaking  this  way.  Well,  it  is  no  shame  on  my  part  whatsoever 
because  I  don't  think  that  it  is  true  of  Democrats  that  they  don't  care 
about  the  system  of  government. 

All  the  people  in  this  Nation  need  the  machinery  of  government  and 
we  can't  disregard  it.  We  can't  disregard  it  in  the  field  of  health  or  in 
any  other  field.  The  people  had  a  right  to  have  their  legislators  ear  in 
this. 

We  as  a  Committee  for  Responsible  Government  would  respectfully 
urge  upon  you  the  following  things  in  your  deliberations  on  this 
matter : 

(a)  That  no  State  plan  implementing  title  XIX  be  allowed  unless  it 
has  received  full  legislation  action  spelling  out  by  definite  guidelines, 
who  shall  be  covered  and  extent  of  coverage. 

(b)  That  any  plan  which  is  the  sole  byproduct  of  an  administrative 
agency  of  any  State,  wherein  said  agency  has  been  given  unlimited 
authorities,  for  creation  of  such  plan  and  operation  of  same,  be  pro- 
hibited approval  by  the  Federal  Government. 

We  urge  these  things  to  prevent  our  Federal  Government  from  being 
raided  at  the  whim  of  some  State  administrator,  who  by  his  State  law 
has  been  given  unlimited  authority  to  act  in  this  field,  and  also  to  pre- 
vent our  Federal  Government  from  extending  further  the  concept  of 
delegation  of  power. 

We  also  say  to  you  that  our  Governor,  the  Honorable  Nelson  A. 
Rockefeller,  cannot  be  heard  to  complain  of  discrimination  against  New 
York  by  any  action  you  may  take  on  New  York's  situation,  for  he  has 
not  yet  allowed  the  matter  of  public  health  to  be  representatively  con- 
sidered by  the  citizens  of  this  State,  and  in  any  democracy  such  consid- 
eration must  be  a  condition  which  can  never  be  waived  by  either  the 
executive  or  legislative  branch  of  Government, 

I  thank  you  for  your  consideration  of  my  comments  and  I  hope  they 
will  be  an  aid  to  you. 

The  Chairman.  Thank  you,  Mr.  Cohen. 

Mr.  Robinson.  Mr.  Chairman,  I  might  add  this  at  this  point :  That 
in  testimony  taken  last  May  at  the  Joint  Legislative  Committee  hear- 
ings, the  legislators  stated  definitely  that  they  could  not  see  New  York's 
medicaid  plan,  that  is,  the  administrative  plan,  barring  passage  of  the 
bill,  and  none  of  us  is  really  objecting  about  the  provisions  shown 
in  the  bill. 

The  bill  itself,  which  I  am  sure  you  gentlemen  have  gone  over,  is 
rather  innocuous  in  its  nature.  Please  keep  in  mind  also  that  under 
present  law  Commissioner  Wyman  need  only  stick  out  his  hand  and 
the  Federal  and  State  Governments  are  obligated  to  fill  it. 

You  can  readily  see  where  this  incorrectly  gives  an  administrator 
power  of  taxation.  We  do  not  consider  this  consistent  with  our  demo- 
cratic principles. 

The  current  medicaid  program  in  New  York  State,  as  we  have  said 
quite  often,  is  not  medical  assistance  for  needy  people.  This  is  a  sup- 
plemental income  plan  of  an  undeterminate  and  unlimited  amount  for 
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that  half  of  ,our  population  who  have  been  relieved  of  any  responsibil- 
ity whatsoever  of  providing  for  their  medical  care. 

In  exhibit  I,  there  is  a  table,  a  budget  which  was  given  by  Mr.  Hugh 
Jones  at  these  same  May  hearings  last  year.  You  will  see  where  his 
budget  allows  this  family  of  four  $200  per  month  to  spend  as  they 
please. 

He  alluded  to  this  surplus  when  he  stated  Ave  must  then  realize  that 
the  nagging  expenditures  caught  up  with  these  families,  such  as  in- 
stallment payments  and  things  of  that  sort. 

We  do  not  feel  that  title  XIX  or  the  intent  of  title  XIX  was  a  sup- 
plemental budget.  We  are  in  favor  and  do  support  quality,  State 
paid,  medical  care  for  those  totally  subsistent  upon  public  funds  for 
their  everyday  needs,  but  does  this  concept  of  medical  indigency  which 
New  York  State  has  passed  mean  that  I  with  a  wife,  four  children 
and  a  net  income  of  $7,700  per  year — that  is  after  taxes — cannot  afford 
to  treat  my  family's  colds,  have  their  teeth  filled,  or  buy  eyeglasses  ? 

We  have  a  judge  in  our  city  of  Syracuse  who  is  eligible.  Yet  this  one 
and  a  half  times  maximum  income  formula  Avhich  you  are  considering 
and  approved  by  Commissioner  Wyman  says  that  I  am  incapable  of 
meeting  even  these  simple  costs. 

Please  bear  in  mind  also  that  the  basis  of  this  formula  can  be  ad- 
justed at  will,  and  because  the  concept  of  formulas  has  worked  in  the 
past,  this  is  no  guarantee  that  it  will  work  in  the  future. 

I  believe  New  York's  present  problem  is  a  classic  disruption  of  the 
formula  concept. 

I  cannot  think  of  a  better  time  or  place  to  voice  an  objection  to  this 
proposed  Federal  amendment  calling  for  your  participation  in  this 
program  of  medical  assistance  for  all  of  those  earning  no  more  than 
one  and  one  half  times  a  State's  maximum  income  standards  for  cash 
welfare  payments. 

Right  from  the  start  there  is  an  automatic  escalation  factor  built  into 
such  a  plan.  A  formula  of  that  nature  would  have  been  another  Pan- 
dora's box  regarding  who  is  and  who  is  not  eligible  at  any  given  time, 
since  the  levels  will  change  each  year. 

If  I  were  a  Congressman,  concerned  with  the  costs  of  Government, 
I  would  look  at  this  formula  as  an  open  invitation  to  other  States  to 
raise  their  levels  in  keeping  with  New  York. 

And  certainly  great  pressure  would  be  exerted  in  this  direction  by 
various  groups  throughout  the  Nation  as  it  is  now  being  exerted  in  New 
York  State.  We  do  not  feel  a  formula  concept  should  be  applied  to  a 
program  of  this  nature. 

Albeit  critics  have  argued  that  there  must  be  a  set  eligibility  level 
to  somewhat  limit  the  cost  of  medicaid,  we  do  not  feel  this  criticism  is 
valid,  and  furthermore,  just  what  is  a  proper  income  level  at  which  to 
determine  medical  indigency. 

The  answer,  gentlemen,  is  that  there  is  no  such  level.  Yes,  we  want 
Federal  and  State  limitations  on  this  program,  but  not  via  a  formula 
method  whereby  you  decide  a  given  dollar  amount  is  the  dividing  line. 

Once  the  entire  concept  of  medical  assistance  for  needy  people  is 
revised,  your  limitations  will  automatically  appear.  The  word  "needy" 
must  be  completely  redefined  and  applied  against  the  full  spectrum  of 
our  population. 
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There  isn't  a  one  of  us  sitting  here  today  that  could  not  become  medi- 
cally needy  at  any  time.  We  are  not  advocating  a  national  health  serv- 
ice akin  to  England ;  far  from  it. 

But  there  must  be  a  limit  to  the  scope  of  the  free  ride.  There  must 
be  a  limit  placed  upon  the  reliance  of  the  individual  upon  govern- 
mental assistance. 

And  here  is  the  nub  of  this  very  real  problem:  How  to  recognize 
and  allow  for  the  medical  needs  of  a  family  ;  then  how  to  relieve  their 
anxiety  over  the  cost  of  these  needs,  bu^  not  their  responsibility. 

Our  answer  is  this :  Limit  Federal  pa  rticipation  in  any  plan  of  full 
medical  assistance  only  to  those  persons  totally  dependent  upon  the 
State  for  their  everyday  subsistence. 

We  agree  with  the  view  expressed  by  the  Honorable  Thomas  Curtis 
in  House  Report  2224  and  urge  that  above  the  level  of  those  on  public 
assistance  rolls  for  everyday  needs,  provision  be  made  to  assist  families 
with  their  overburden,  or  catastrophic  costs,  if  you  will. 

Such  assistance  must  be  coupled  with  full  measures  of  deductibles 
and  coinsurance  in  all  areas  of  Federal  participation,  and  this  could 
be  applied  to  title  XVIII  as  well  as  title  XIX. 

We  have  been  very  fortunate  in  having  people  put  some  blood,  sweat, 
and  tears  into  our  amending  plan  as  is  described  in  our  exhibit  3.  I 
would  like  Mr.  Donald  Newton  to  present  it. 

We  feel  it  is  a  philosophy  applicable  to  both  the  State  and  the  Fed- 
eral Government.  Mr.  Newton. 

The  Chairman.  Mr.  Newton. 

STATEMENT  OF  DONALD  C.  NEWTON,  INSURANCE  ACTUARY, 
CITIZENS  COMMITTEE  FOR  RESPONSIBLE  GOVERNMENT 

Mr.  Newton.  Thank  you,  gentlemen,  for  the  privilege  of  submitting 
this  testimony. 

Medical  science  is  progressing  so  fast  in  the  discovery  and  develop- 
ment of  techniques  and  medicines  that  people  have  promise  of  re- 
covery from  injury,  disease,  and  chronic  impairments  where  earlier 
there  would  have  been  no  hope  of  recovery  or  even  of  survival. 

Social  concern  mandates  that  these  new  achievements  and  resources 
be  available  to  everyone.  But  there  is  one  great  barrier — the  cost  is 
frequently  astronomical  when  measured  by  earlier  experience. 

These  facts  give  rise  to  a  new  problem — that  otherwise  independent 
people  suddenly  and  unpredictably  find  themselves  overwhelmed  with 
medical  costs.  These  are  not  welfare  clients  in  any  normal  or  con- 
ventional usage  of  the  word. 

They  are  in  trouble  for  one  reason  only — overwhelming,  economi- 
cally devastating  medical  expense.  Before  meeting  this  burden  they 
were  economically  independent.  After  recovery  from  it  they  should 
again  be  economically  independent. 

Title  XIX,  as  we  understand  it,  was  to  help  such  people  meet  their 
temporary  problems,  without  making  them  lifelong  dependents.  But  it 
has  been  interpreted  in  New  York  State  in  a  very  different  way.  New 
York  has  implemented  title  XIX  with  legislation  which  will  drain  off 
hundreds  of  millions  of  dollars  to  pay  routine  day-by-day  costs  of 
people  able  to  pay  as  they  have  in  the  past,  and  induces  them  to  be 
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permanently  dependent  on  welfare  for  this  segment  of  their  family 
economy. 

It  is,  we  believe,  your  deep  concern  that  Federal  funds  are  propor- 
tionately committed  to  this  unwise  and  unneeded  expenditures. 

We  have  thought  through  on  and  constructed  a  set  of  amendments 
which,  taken  together,  would  bring  this  New  York  plan  into  con- 
formance with  the  intent  of  title  XIX.  The  conceptual  basis  of  these 
changes  and  the  amendments  themselves  are,  we  believe,  also  your 
concern,  because  in  our  judgment,  amendments  of  title  XIX  itself 
must  be  such  as  to  control  the  implementing  legislation  by  the  States 
to  keep  them  within  these  concepts. 

PHILOSOPHICAL  AND  PRACTICAL  BACKGROUND  OF  PROPOSED  AMENDMENTS 

We  recognize  that  people  on  welfare  have  all  their  medical  bills 
paid  for  them  in  full  as  a  part  of  welfare  support.  This  full  payment 
is  necessary  for  people  who  are  dependent  on  the  State  for  their  living 
expenses. 

We  do  not  oppose  this.  In  fact,  we  believe  medical  care  for  these 
people  should  be  made  far  more  adequate. 

But,  we  firmly  oppose  payment  from  public  funds  of  the  entire 
medical  costs  of  anyone  not  on  welfare.  Medicaid  now  does  just  this. 
It  pays  the  routine  and  incidental  expenses  of  people  perfectly  able  to 
pay  for  themselves. 

For  any  person  who  is  not  on  welfare  we  urge  that  the  use  of  public 
money  be  limited  to  those  medical  expenses  which  lie  beyond  his  rea- 
sonable ability  to  pay  for  himself  from  income,  personal  resources,  and 
insurance. 

The  result  of  this  limitation  will  be  to  stop  the  great  waste  of  public 
funds  in  paying  routine  costs  and  eliminate  also  the  extraordinary 
administrative  expenses  made  necessary  by  the  multitude  of  small 
payments. 

Public  money^  can  then  be  concentrated  and  focused  on  the  critical 
purpose  of  helping  all  citizens  who  are  faced  with  sudden  catastrophic 
expenses  or  heavy  and  long  continuing  costs  of  chronic  illness. 

This  is  our  central  concept — that  as  surely  as  social  conscience 
demands  that  the  true  overburden  of  medical  costs  be  paid  by  public 
funds,  public  funds  must  be  strictly  confined  to  that  overburden  or 
there  simply  will  not  be  enough  money  available  for  this  purpose. 
And  we  will  have  failed  to  adequately  help  those  who  need  it  most. 

It  is  of  transcendent  importance  to  have  adequate  cost  controls  in 
this  unique  area  of  expense.  Adequate  medical  care  is  the  real  objec- 
tive— perfect  medical  care  is  not  possible,  or  yet  even  definable. 

Overuse  by  reasonable  objective  standards  may  take  place  without 
the  user  being  aware  of  it — he  is  not  objective.  Abuse  can  be  so  subtle 
that  much  of  it  is  impossible  to  root  out.  The  cost  of  both  is  heavy 
and  denies  both  money  and  facilities  to  meet  pressing  needs. 

A  person  cannot  be  expected  to  refuse  help  which  comes  free  when 
one  crosses  an  eligibility  line.  In  fact  there  is  overwhelming  evidence 
that  what  is  free  is  overused. 

There  is  only  one  way  in  which  costs  can  be  controlled  and  that  is 
through  the  self-interest  of  the  user  expressed  in  terms  of  economic 
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motivation.  Insurance  companies  have  long  since  found  this  out  and 
developed  two  types  of  control  which  have  equal  applicability  for  use 
by  the  State.  There  are  no  others  available,  except  compulsion  im- 
posed on  both  the  individual  user  and  the  personnel  and  facilities  he 
uses. 

This  we  reject  on  deep  philosophical  grounds.  Without  the  use  of 
these  proven  controls  the  cost  of  medical  assistance  will  rise  steeply 
and  uncontrollably.  The  State  plan  can  no  more  avoid  ultimate  bank- 
ruptcy through  the  lack  of  them  than  can  an  insurance  company. 

These  controls  are  of  two  sorts.  One  is  known  as  a  "deductible," 
the  purpose  of  which  is  to  avoid  payment  of  whatever  amount,  for  a 
given  family,  at  a  given  income,  may  fairly  be  considered  tolerable 
expenditure  in  any  years  budget. 

As  to  the  lower  portions  of  this  amount,  medical  expenses  are  as 
normal  a  demand  on  income  as  is  food  and  clothing.  The  upper  por- 
tion can  be  met  by  reasonable  sacrific  and  lessening  of  expenditures 
for  commodities  and  pleasures  which  are  flexibly  included  in  any 
budget.  This  deduction  should  be  neither  "insurable"'  nor  "recover- 
able'' from  any  public  source. 

When  medical  expenses  rise  above  such  an  amount  a  family  begins 
to  be  overburdened  and  will  need  help  in  paying  them,  by  resources 
in  this  order:  First  by  self-help  in  further  adjusting  of  its  budget — 
putting  these  expenses  ahead  of  some  desirable  but  deferrable  ex- 
pense. 

Second,  by  buying  insurance  to  protect  themselves  and  finally,  when 
the  first  resource  would  become  overtaxed  and  the  second  has  run  out, 
by  public  aid. 

Throughout  this  range  of  expense  the  family  should  be  adequately 
assisted  but  not  carried  free. 

In  order  that  public  funds  be  not  involved  except  where  private 
resources  have  been  first  used,  there  must  be  a  strong  stimulus  toward 
making  these  private  sources  as  adequate  as  possible.  Income  at  a 
given  moment  is  fixed,  but  the  other  resource,  insurance,  can  be  used 
to  multiply  many  times  over  a  family's  ability  to  be  self-sufficient. 
This  translates  into  the  necessity  of  making  it  economically  worth- 
while for  a  family  to  purchase  as  adequate  person  health  protection 
as  possible. 

And  it  means  that,  although  public  help  must  be  had  before  real 
distress  is  present,  it  must  be  postponed  to  the  outer  limit  of  tolerance 
rather  than  coming  in  early  enough  to  erode  the  incentive  to  use  pri- 
vate insurance  as  far  as  may  be.  We  repeat  our  conviction  that  unless 
the  involvement  of  public  funds  is  thus  limited,  there  will  not  be 
enough  to  provide  adequate  help  for  those  whose  need  is  truly  beyond 
their  capacity  to  meet. 

THE  PROPOSED  AMENDMENTS  DEDUCTIBLE 

Of  these  proposed  two  amendments  the  first  is  the  deductible.  This 
is  in  two  parts ;  both  of  them  are  applied  annually — on  calendar-year 
basis — to  medical  expenses  of  entire  family.  It  is  encountered  after 
private  plan  benefits  run  out.  That  is,  private  plan  benefits  cannot 
offset  it,  but,  in  proportion  to  their  amplitude,  postpone  it. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


611 


First  there  is  an  amount  related  to  income  which  should  be  based 
on  the  entire  income  received  within  the  family.  This  is  the  true 
income  resource. 

We  define  it  as  it  is  found  on  line  9  of  form  1040.  The  amount  of 
deductible  should  increase  in  proportion  to  income  but,  at  any  given 
income  level,  it  should  be  less  in  relation  to  a  larger  family  than  to  a 
smaller  one. 

The  amount  of  deductible  should  be  sufficient  to  strongly  influence 
the  family  to  avoid  or  delay  its  impact  through  the  purchase  of 
private  insurance. 

To  meet  these  specifications  we  suggest  that  the  amount  of  deductible 
be  equal  to  the  Federal  income  tax  for  the  family's  specific  income, 
computed  on  the  assumptions  of  joint  return  and  standard  10-percent 
deductions. 

This  is  within  the  limits  of  tolerance  and  provides  a  real  incentive 
to  recover  the  lower  range  of  expenses  through  insurance.  A  person 
is  motivated  toward  an  adequate  private  plan  because  (a)  he  will 
want  to  postpone  the  impact  of  the  deductible  as  far  into  the  future 
as  possible  with  the  hope  of  avoiding  it  entirely,  and  (b)  if  and  when 
he  does  encounter  it,  it  will  be  reduced  by  whatever  amount  he  himself 
pays  in  health  insurance  premiums. . 

The  second  part  of  the  deductible  concept  is  related  to  net  worth. 

The  second  component  of  the  deductible  is  based  simply  on  the  equi- 
table fact  that  a  person  should  involve  his  assets  to  a  marked  extent 
before  looking  to  public  funds.  But  he  should  not  be  forced  to 
pauperize  himself,  or  other  vital  social  objectives  are  lost.  Though  a 
nominal  amount  of  assets  should  be  exempted  from  involvement,  the 
provident  person  should  not  be  forced  to  spend  all  that  he  has  saved 
above  the  nominal  amount  in  order  to  be  equated  with  the  improvident. 

Furthermore,  there  is  no  equitability  in  forcing  families  with  cer- 
tain types  of  assets  to  spend  them  while  others  possessed  of  equal  quan- 
tities of  different  assets  are  protected  from  consuming  them. 

Thus,  we  define  net  worth  in  very  much  the  same  way  as  it  would  be 
defined  for  purposes  of  securing  a  bank  loan.  Some  amount  of  this 
net  worth  is  protected  from  involvement.  An  amount  equal  to  20  per- 
cent of  assets  above  the  exclusion  constitutes  a  net  worth  deductible 
which  is  to  be  added  to  the  income  deductible. 

We  emphasize  that  we  are  not  dictating  in  this  concept — as  medic- 
aid presently  does — that  any  particular  asset  be  actually  spent.  The 
maimer  in  which  a  family  meets  this  deductible  is  solely  its  concern. 

For  example,  a  real  estate  mortgage  may  be  increased  in  lieu  of 
selling  investments  or  eroding  a  bank  account  designed  for  education. 
No  doubt  this  net  worth  deductible  does  to  some  extent  penalize  thrift 
but  it  does  not  entirely  destroy  the  incentive  to  save  as  present  medic- 
aid well  may  in  many  instances. 

EXPLANATION  OF  CO-INSURANCE 

It  is  the  vital  function  of  co-insurance  to  keep  the  user  constantly 
interested  in  holding  down  costs.  To  maintain  this  influence  at  high- 
er income  levels  it  is  necessary  that  the  higher  the  income  the  great 
must  be  the  portion  of  expense  borne  by  the  user. 
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In  this  case  there  are  two  additional  concerns,  essential  where  public 
funds  are  involved. 

(a)  As  expenses  mount  the  portion  of  them  paid  by  the  indi- 
vidual should  decline. 

So  we  break  down  the  total  amount  of  expense — after  the  deductible 
is  met — into  "units  of  expense." 

A  "unit  of  expense"  at  any  income  level  is  equal  to  one-fifth  of  that 
income.  Each  successive  unit  of  expense  incurred  by  the  family  is 
reimbursed  to  a  greater  degree  than  the  preceding  unit.  Thus,  the 
heavier  one's  load,  the  less  is  the  part  of  it  he  bears. 

I  see  no  way  to  escape  giving  you  an  example.  A  family  with  an 
income  of  $10,000  will  be  reimbursed  70  percent — $1,400 — and  itself 
pay  30  percent — $600  of  its  first  $2,000  unit  of  expense.  If  expenses 
continue  through  an  additional  $2,000,  it  will  be  reimbursed  80  per- 
cent—$1,600— and  itself  pay  20  percent— $400.  The  next  unit  is  re- 
imbursed at  90  percent — $1,800 — and  the  family  pays  10  percent — $200. 
Thereafter  reimbursement  is  100  percent. 

(b)  There  must  be  an  economic  incentive  of  real  substance 
to  motivate  the  user  to  first  employ  private  insurance  as  far  as 
it  will  go. 

Integrated  with  the  concept  in  (a)  on  the  preceding  page,  is  a  com- 
pelling incentive  for  a  family  to  protect  itself  as  far  as  possible  with 
private  insurance.  Amounts  recovered  from  private  insurance  are 
used  in  full  as  offsets  for  both  the  individual's  and  the  State's  share 
of  cost  in  relation  to  his  first  unit  of  expense,  then  his  second  unit  o£ 
expense,  et  cetera. 

For  example,  a  family  illustrated  in  (a)  with  $10,000  income  en- 
counters co-insured  expenses.  But  this  family  has  private  insurance 
from  which  it  recovered  $5,000 ;  $2,000  of  such  recovery  would  entirely 
offset  the  State's  $1,400  and  his  $600  cost  in  his  first  unit  of  coinsured 
expenses. 

The  second  $2,000  of  his  private  plan  recovery  would  entirely  offset 
the  State's  $1,600  and  his  $400  cost  in  his  second  unit  of  expense.  The 
remaining  $1,000  of  private  plan  recovery  would  offset  half  the  cost 
in  his  third  unit  of  expense — the  State's  $900  and  his  $100. 

Thus,  he  has  benefited  to  the  extent  of  $1,100  by  having  a  private 
plan  that  paid  him  $5,000.  But,  also  because  he  had  the  private  plan 
the  State  is  relieved  of  $3,900  of  cost. 

This  method  of  providing  incentive  to  own  adequate  private  insur- 
ance has  a  very  important  additional  purpose.  No  insuror  can  devise 
a  plan  which  will  destroy  the  effectiveness  of  the  deductible  and 
coinsurance. 

This  destruction  has  beea  accomplished  in  relation  to  medicare  bene- 
fits. Both  Blue  Cross  and  insurors  have  devised  plans  which  pre- 
cisely offset  both  the  deductible  and  coinsurance  provisions  so  widely 
legislated  by  the  Congress  upon  your  recommendations.  This  nulli- 
fies your  purpose. 

Our  recommended  deductible  is  a  corridor  which  by  ite  nature  can- 
not be  offset.  Our  recommended  credit  for  private  plan  benefits 
toward  the  coinsured  units  of  expense  cannot  be  measured  in  advance 
and  so  cannot  be  offset. 
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For  such  amendments  to  be  fully  effective,  title  19  must  allow  both 
deductible  and  coinsurance  where  it  now  forbids  it,  in  unexplain- 
able  contrast  to  title  18. 

All  details  of  the  recommended  formulas,  specific  as  to  percentages 
and  amounts  are  presented  to  you  today  as  exhibit  3. 

We  have  had  the  generous  help  of  one  of  the  best  health  insurance 
actuarial  teams  in  the  country.  We  are  satisfied  now  that  each  con- 
cept employed  in  these  amendments  contributes  in  an  essential  manner 
to  the  objective  of  bringing  adequate  health  care  within  the  reasonable 
reach  of  all  of  our  people. 

We  believe  that  the  omission  of  any  concept  will  result,  not  only  in 
an  unbearable  present  cost,  but  of  even  greater  concern,  the  most 
powerful  available  force  countering  the  steepening  rise  in  medical 
costs  will  be  lost.  It  is  an  obligation  of  our  legislative  representatives 
to  preserve  this  force. 

We  are  told  by  our  actuaries  that  medicaid  in  New  York  State 
may  be  expected  to  cost  $800  million  a  year  above  private  plan  benefits, 
presuming  them  to  all  remain  in  force.  These  same  authorities  find 
that  these  amendments  should  reduce  the  above  figures  by  $225  to  $250 
million  per  year,  dropping  the  medicaid  cost  to  somewhere  between 
$550  to  $575  million. 

There  is  currently  a  strong  top-level  attempt  in  New  York  State 
to  force  compulsory  health  insurance  to  bring  down  the  cost  of  medic- 
aid. Compulsory  insurance,  overlaid  by  medical  in  its  present  form 
will  do  nothing  toward  reducing  cost.  It  would  only  redistribute  it, 
and  hide  a  portion  from  taxpayer  view. 

But  the  saving  of  $250  million  by  our  proposed  amendments  is  true 
gain — arising  from  curtailment  of  overuse  and  pressure  of  interested 
users  on  medical  personnel  and  facilities. 

One  important  facet  remains.  We  need  a  Connecticut  or  New  York 
"65"  type  of  plan,  to  be  made  available  to  all  people  at  all  ages  who 
are  not  eligible  for  now  existing  private  plans. 

Insurance  companies  will  respond  with  the  creation  of  such  a  plan, 
if  permissive  legislation  is  passed.  Thus,  the  desire  of  anyone  who 
wants  to  be  insured  will  be  met.  The  very  small  number  who  may 
not  so  choose,  should  not  be  bailed  out  by  public  funds  until  they 
have  spent  their  own  funds  up  to  the  threshold  of  a  truly  impossible 
burden. 

Society's  obligation  does  not  commence  sooner  for  those  who  choose 
not  to  protect  themselves. 

Mr.  Robinson.  There  is  a  basic  philosophy  in  here,  gentlemen, 
which  I  hope  we  are  getting  across  to  you.  That  is  one  of  relieving 
an  individual's  anxiety  over  major  medical  costs,  but  by  no  means  his 
entire  responsibility. 

By  no  stretch  of  the  imagination  should  we  relieve  that  man  of  his 
responsibility  to  help  provide  for  his  own  good  health. 

We  have  read  recently  with  some  consternation  the  recommendation 
by  Secretary  Gardner  that  model  State  laws  could  require — under- 
lining the  the  word  require — comprehensive  health  insurance ;  in  other 
words,  a  compulsory  plan. 

We  are  currently  fighting  this  issue  right  now  in  our  own  State 
for  reasons  shown  in  exhibit  III,  and  one  world  of  amendment  on  that. 


614 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


We  couldn't  get  the  aircraft  off  the  ground  yesterday  so  I  was  un- 
able to  deliver  that  presentation  to  the  joint  legislative  committee, 
although  it  was  scheduled  yesterday — I  will  do  so  on  the  13th — of  New 
York  State. 

Frankly,  this  concept  of  compulsory  insurance  in  New  York  State 
is  in  reality,  and  has  been  almost  admitted,  a  desperate  effort  by  the 
State  government  to  remove  some  of  the  cost  of  Medicaid  from  the 
general  revenue  fund. 

Labor,  industry,  and  John  Q.  Citizen  have  spoken  against  this. 
Health  insurance  is  a  personal  privilege  to  have  or  not  to  have  as  one 
sees  fit.  It  is  a  benefit  won  by  labor  through  long  hours  on  the 
picket  line,  and  if  coverage  and  premiums  are  mandated  by  law  their 
ability  to  negotiate  is  relegated  to  a  lobbyist. 

Any  move  toward  mandating  such  coverage  with  all  of  the  govern- 
mental controls  which  are  historically  in  such  a  program  truly  estab- 
lishes a  national  health  coverage. 

Now,  I  think  you  see  that  our  amendments  encourage  adequate  in- 
surance coverage,  but  the  type  and  amount  of  coverage  is  an  individual 
privilege.  We  feel  both  on  a  State  and  Federal  basis  that  more  than 
just  stopgap  measures  are  required  in  the  field  of  public  health. 

There  are  many  overlapping  and  conflicting  Federal  programs 
which  could  be  brought  together  into  one  sound,  cohesive  plan,  sen- 
sibly and  economically  administered.  If  this  is  done,  along  with  re- 
sponsible revisions  in  title  XIX,  there  won't  be  the  need  of  compul- 
sory health  insurance,  which  very  honestly  we  in  New  York  State 
refer  to  as  the  "medicaid  tax." 

A  tax  by  any  other  name  is  still  a  tax,  and,  gentlemen,  we  feel  gov- 
ernment, both  State  and  Federal,  owes  an  equal  responsibility  to  the 
taxpayer  as  well  as  to  the  needy. 

The  amending  plan  shown  in  exhibit  III  was  presented  to  mem- 
bers of  the  New  York  State  Joint  Legislative  Committee  on  Prob- 
lems of  Public  Health  and  Medicare  last  Wednesday. 

Our  attorney,  Mr.  Cohen,  and  his  staff  are  committed  to  putting 
this  plan  in  legal  form  for  delivery  to  the  legislature  by  March  15. 
We  are  widely  supported  across  the  State  in  our  efforts  to  have  these 
amendments  passed  at  this  session.  The  political  realities  are  ever- 
present. 

Unless  the  men  who  control  our  State  government  are  forced  into 
a  reappraisal  of  New  York's  medicaid  plan  by  congressional  limita- 
tions, I  am  afraid  there  is  little  chance  of  passage  this  year.  Right 
now  these  gentlemen  need  an  avenue  for  "saving  face." 

It  is  hoped  that  the  cost  to  the  State  next  year,  which  will  be  astro- 
nomical, will  push  our  legislature  into  a  rebellion  and  result  in  sub- 
stantial changes. 

We  are  hopeful  that  you  will  adopt  the  philosophy  of  our  amend- 
ing proposals.  Then  you  can  concentrate  your  efforts  and  your 
funds  on  the  improvement  of  our  medical  facilities — make  them  more 
viable,  efficient,  better  staffed,  better  trained,  better  equipped. 

Free  services  do  not  guarantee  good  health.  It  is  the  old  adage 
that  you  can  lead  a  horse  to  water.  Educate  our  people  toward  bet- 
ter health  standards,  but  don't  open  the  door  of  our  medical  facilities 
to  abuse  and  don't  allow  for  the  degradation  of  our  medical 
profession. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


615 


Now,  there  is  a  facet  which  I  have  not  covered.  At  the  last  mo- 
ment we  found  Dr.  Sullivan  could  come  down  here,  but  he  has  some 
pertinent  words  concerning  the  critical  aspect  of  a  doctor-patient 
relationship  which  suffers  under  programs  of  this  nature. 

Dr.  Sullivan. 

The  Chairman.  Dr.  Sullivan,  you  are  recognized,  sir. 

STATEMENT  OF  BR.  THOMAS  H.  SULLIVAN,  MEMBER,  BOARD  OF 
DIRECTORS,  CITIZENS  COMMITTEE  FOR  RESPONSIBLE  GOVERN- 
MENT 

Dr.  Sullivan.  Thank  you,  sir. 

Mr.  Chairman,  gentlemen,  I  am  a  dentist  from  Syracuse,  N.Y.  I 
am  speaking  as  a  citizen,  a  doctor,  and  a  member  of  our  committee 
here. 

Each  working  day  from,  oh,  8  in  the  morning  to  6,  6 : 30  in  the 
evening,  I  treat  patients.  It  is  essential,  therefore,  that  I  establish 
what  is  known  as  a  patient- doctor  relationship. 

I  will  speak,  then,  of  the  importance  of  this  relationship  to  good 
medicine  for  our  people  and  the  adverse  effect  that  a  widespread  dole 
system  would  have  upon  it. 

You  and  I  know  Americans  enjoy  the  finest  medical  service  the 
world  has  ever  known.  True,  our  great  endeavors  in  research  and 
education  are  responsible  in  part  for  this.  But  largely  responsible 
also  is  the  patient- doctor  relationship  engendered  by  our  free,  com- 
petitive system,  as  we  know  it  in  medicine  today. 

In  addition  to  motivation  by  desire  to  aid  fellow  men  and  excel  in 
his  tasks,  the  good  doctor  realizes  his  patient  must  be  satisfied.  If 
the  doctor  does  not  make  the  effort  to  create  a  desirable  relationship 
while  at  the  same  time  rendering  excellent  treatment,  the  patient  will 
find  a  competitor,  another  doctor  who  is  capable  of  these  things. 

My  colleagues  in  dentistry,  medicine,  and  the  allied  fields  may  be 
professional  men,  but  if  they  are  to  succeed  they  must  perfect  them- 
selves or  be  lost  in  the  ever- continuing  battle  of  competition. 

Under  such  a  competitive  system,  there  exists  the  greatest  motiva- 
tion for  self- improvement  which  results  in  improvement  of  patient 
care. 

We  all  know  that  when  any  segment  of  our  life  comes  under  the 
welfare  or  dole  system,  efficiency  and  quality  suffer.  This  is  histori- 
cally true.  Is  it  not  sad,  therefore,  that  we  chose  to  begin  this  system 
with  something  so  important  to  our  people  as  their  health  ? 

Some  may  say  we  are  not  socializing  health  in  this  country,  we  are 
merely  helping  the  "medically  needy."  But  I  submit  to  you  that  in  my 
State,  the  State  of  New  York,  it  has  been  decreed  that  40  percent  of  the 
people  are  medically  needy  and  therefore  qualify  for  completely  free 
medical  and  dental  care. 

And  this,  gentlemen,  is  in  one  of  the  most  prosperous  States  of  the 
most  prosperous  country  in  the  most  prosperous  time  this  world  has 
ever  known. 

Gentlemen,  it  is  obvious  to  all  and  especially  to  those  of  us  who 
work  daily  with  human  misery  that  the  truly  needy  must  be  aided. 
This  need  overrides  even  this  adverse  effect  on  patient-doctor  relation- 
ships. 
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But  it  would  be  catastrophic  to  the  ultimate  health  care  of  all  our 
people.    Even  a  dole  system  is  not  confined  rigidly  to  the  truly  needy. 

It  is  my  considered  opinion  that  the  health  of  our  Nation  is  one 
of  our  foremost  assets  and  in  conjunction  with  that,  as  doctors  under 
a  competitve  system,  we  try  harder.    Thank  you. 

Mr.  Eobinson.  In  summary,  gentlemen,  we  ask  this.  Let  us  have  a 
medical  assistance  plan  for  needy  people,  but  not  a  supplemental  in- 
come plan.  Legislation  which  promotes  an  individual's  reliance  upon 
a  State  organ  is  not  progress;  this  is  truly  regression,  and  we  urge 
legislation  which  will  promote  individual  responsibility  in  this  area. 

Once  again,  we  thank  you  very  much  for  this  opportunity. 

The  Chairman.  We  thank  you,  gentlemen,  all  of  you,  Mr.  Kobinson, 
Mr.  Cohen,  Mr.  Newton,  and  Dr.  Sullivan,  for  coming  to  the  com- 
mittee. 

You  have  material  here  that  you  have  not  used  and  I  am  going  to 
suggest,  Mr.  Robinson,  that  you  work  with  some  member  of  our  staff 
as  to  what  will  be  included  in  the  record.  Some  of  it  is  not  for  pur- 
poses of  the  record.    I  am  sure  you  do  not  intend  it  to  be. 

But  without  objection,  those  parts  will  be  included  in  the  record 
that  have  to  do  with  the  situation  in  New  York. 

Mr.  Robinson.  All  right,  sir. 

The  Chairman.  Any  questions  of  these  gentlemen  ? 

Thank  you  very  much. 

Mr.  Robinson.  Thank  you,  sir. 

(The  material  referred  to  follows:) 

ExniBiT  I 

Statement  of  Citizens  Committee  for  Responsible  Government,  Manlius, 
N.Y. — Exhibit  to  Commentary  by  Mr.  John  Robinson,  Jr. 

Gentlemen,  on  behalf  of  the  members  of  our  Committee  and  the  thousands  of 
people  who  have  worked  with  us  these  last  10  months,  allow  me  to  express 
our  appreciation  for  this  opportunity  to  share  our  thoughts  on  New  York  State's 
implementation  of  Title  XIX,  to  the  Social  Security  Act  of  1965.  We  hope  you 
gentlemen  will  be  interested  in  hearing  the  "other  side  of  the  coin,"  so  to  speak, 
since  our  state's  administration  has  lost  no  opportunity  to  fulfill  federal  sup- 
port of  New  York's  program.  Indeed,  we  have  suggested  that  our  Governor 
apply  for  disaster  area  funds  instead,  since  he  feels  that  about  half  our 
state's  population  are  indigent.  We  believe  that  is  a  somewhat  higher  per- 
centage than  found  in  most  sections  of  our  country. 

At  this  juncture  we  feel  a  few  brief  words  of  introduction  are  required. 
I  am  John  J.  Robinson,  Jr.,  State  Chairman  of  the  Citizens  Committee  for  Re- 
sponsible Government.  With  me  today  is  Mr.  Leslie  H.  Cohen,  our  counsel,  and 
Mr.  Donald  C.  Newton  and  Dr.  Thomas  H.  Sullivan,  members  of  our  Board  of 
Directors.  We  are  all  private  citizens  who  have  devoted  more  than  our  spare 
time  to  a  continued  study  of  what  is  locally  known  as  Medicaid.  We  have 
conducted  unceasing  effect  to  realize  a  more  sensible  program.  Let  me  assure 
you  that  none  of  us  are  seeking  elective  office  or  political  appointment,  nor  are 
we  attacking  or  defending  any  given  political  party  or  philosophy;  Our  mem- 
bership consists  of  all.  Since  May  24th,  1966  we  have  spoken  to  hundreds  of 
groups  and  organizations,  involving  thousands  of  people  from  all  walks  of  life 
from  across  the  entire  state  and  we  can  categorically  say  that  we  truly  repre- 
sent the  vast  number  of  people  in  New  York  State  who  are  totally  dissatisfied 
with  the  current  New  York  Medicaid  program. 

As  a  committee  we  are  not  seeking  to  deny  medical  assistance  to  any  truly 
needy  person — we  favor  and  support  such  assistance.  Rut,  we  are  seeking  to 
prevent  the  financial  and  moral  bankruptcy  of  the  State  of  New  York  and  its 
citizens.  Of  great  concern  to  us  is  that  the  current  medicaid  program  has  proven 
to  be  so  burdensome,  both  administratively  and  financially,  that  the  entire  con- 
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cept  of  medical  assistance  for  needy  people  will  be  discarded  by  an  irate  citizenry, 
both  on  a  state  and  federal  level,  as  happened  in  the  State  of  Washington  some 
years  ago.  In  New  York  State,  at  the  present  time,  our  citizens  are  even  more 
upset  than  they  were  when  the  program  was  first  implemented  last  May,  a  more 
thorough  understanding  of  the  plan  and  the  manner  of  its  passage,  as  well  as  our 
experiences  to  date.  The  Medical  Society  says  the  program  is  bogged  down  in 
red  tape,  which  indeed  it  is,  and  that  this  will  get  worse,  not  better.  County 
officers  are  concerned  about  the  administrative  problems  as  well  as  the  unre- 
solved financial  burden  on  local  property  taxpayers.  All  of  us  as  citizens  are 
concerned  about  the  sudden  moral  impact  of  non-responsibility  as  well  as  the  ex- 
treme state  and  county  tax  burden  imposed.  As  the  people,  who  can  well  afford 
the  majority  of  their  own  medical  bills,  come  to  the  public  trough  for  free  serv- 
ices, they  readily  use  up  the  available  monies.  Thus,  those  persons  truly  in  need 
find  a  great  deal  of  reticence  on  the  part  of  the  Welfare  Department  not  only 
authorizing  needed  medical  treatment,  but  in  actually  processing  the  application 
for  Medicaid  Credit  Cards.  This  has  been  particularly  evident  these  past  few 
months.  At  the  same  time  the  callous  disrespect  evidenced  by  the  public  for 
anything  free  has  resulted  in  overcrowding  and  abuse  of  existing  medical  fa- 
cilities. This  too,  has  happened  in  New  York  State  albeit  firmly  denied  by  any 
State  official.  Not  only  does  proper  care  become  a  problem  under  our  existing 
State  plan,  but  we  are  severely  hampering  other  existing  plans.  As  an  example, 
members  of  the  Department  of  Health  have  privately  complained  that  they  can- 
not get  the  newborn  child  immunization  program  rolling  because  their  depart- 
ment is  over-extended  taking  care  of  Medicaid.  There  is  a  limit  to  what  money 
and  people  can  do  and  New  York  State  has  reached  that  limit,  shortly  to  go  be- 
yond, unless  something  is  done,  and  done  now. 

Now,  of  course,  you  gentlemen  are  fully  aware  that  all  of  this  is  your  fault : 
we  have  been  told  this  time  and  time  again  by  the  State's  administrative  and 
legislative  leaders.  You  caused  all  of  this  to  happen  when  you  originally 
passed  Title  XIX.  Should  we  mention  our  Senate  Minority  leader's  statement 
at  this  point ;  last  June  when  he  turned  to  some  legislative  critics  and  told  them 
to  tell  their  newspapers  that  this  (the  State  plan)  was  a  shrewd  piece  of  busi- 
ness, that  the  federal  money  was  there  and  we're  going  to  get  our  share  first. 
But,  that  couldn't  have  had  any  effect  on  the  passage  of  the  New  York  Medicaid 
program  .  .  .  no,  gentlemen,  according  to  the  State  it  all  falls  back  in  our  laps 
with  Title  XIX.  According  to  our  Governor,  New  York  State  was  deliriously 
happy  with  providing  a  rather  liberal  and  comprehensive  program  of  medical 
assistance  for  needy  people  under  the  Kerr-Mills  legislation.  Then  along  came 
Title  XIX  and  New  York  had  to  go  to  great  extremes  just  to  comply  with  the 
federal  law  in  order  that  we  could  continue  getting  our  fair  share  of  the  Federal 
funds.  When  we  criticized  the  raising  of  the  eligibility  levels  we  were  told  this 
must  be  done  to  comply  with  section  1903,  paragraph  e.  When  we  said,  all  right, 
raise  them  if  you  must.  But,  from  $4700  to  $6000  net  for  the  family  of  four  we 
were  told  there  was  another  section  that  stated  the  states  must  spend  as  much 
for  medical  assistance  under  Title  XLX  as  they  had  in  the  past,  and  to  do  this 
we  had  to  cover  more  people  to  spend  the  money.  In  other  words,  we,  as  a  state, 
had  no  choice  but  to  go  to  these  extremes  to  comply  with  the  federal  law.  Yet, 
if  you  will  look  at  the  charts  in  front  of  you,  you  will  see  refutation  of  this  via 
published  figures  from  the  Governor's  office,  released  to  the  public  press. 

Chart  1  shows  where  our  state  and  local  communities  spent  less  in  1966  than 
in  1965,  $100,000,000  less,  and  yet  cared  for  more  people.  Somewhat  incredulous 
to  believe  and  also  contrary  to  what  we  were  told  must  be.  Chart  2  is  an  exact 
copy  of  the  figures  given  us  by  the  Governor  at  the  May  Joint  Legislative  Com- 
mittee hearings.  The  1965  figures  were  substantiated  as  the  actual  costs  of  our 
1965  medical  assistance  program — also  shown  is  the  1966  budget  which  had 
obviously  been  passed  by  them.  Yet  on  Chart  1  the  Governor  is  telling  us  that 
he  not  only  spent  less  in  1966  than  he  budgeted,  but  less  than  he  spent  in  1965. 
Gentlemen,  to  date  we  have  been  unable  to  get  clarification  of  these  figures  and 
can  only  assume  with  some  degree  of  certainty  that  entire  areas  of  federal  and 
state  spending  were  left  out  of  the  1966  expenditure  report.  This  is  substantiated 
somewhat  by  the  fact  that  at  the  time  the  $350,000,000  cost  figures  were  released 
the  Governor  submitted  a  supplemental  budget  to  the  legislature  asking  for  an 
additional  $39,300,000  to  cover  extra  expenses  incurred  by  the  Medicaid  program. 

We  are  not  offering  these  figures  in  an  effort  to  embarrass  anyone  but  rather 
to  ask  that  you  gentlemen  do  not  allow  yourselves  to  be  seduced  by  low  cost 
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or  user  estimate.  Indeed,  we  ask  that  your  auditors  make  a  complete  investiga- 
tion of  all  costs  incurred  to  date,  not  just  fiscally.  We  know,  for  instance,  that 
Herkimer  County's  medical  costs  alone  in  December  1966  were  more  than  the 
entire  welfare  expenditures  for  that  County  the  previous  month,  November. 

You  gentlemen  must  know  how  much  money  was  reimbursed  New  York  State 
by  the  federal  treasury,  and  we  are  sure  you  are  well  aware  this  amount  is  only 
a  starter.  Our  Welfare  Department's  new  schedule  of  hospital  payments, 
retroactive  to  July  1st,  is  up  38% — their  schedule  of  doctor  fees  is  up  about 
75%.  New  York  City,  by  its  own  admission,  has  not  even  begun  to  get  the 
program  rolling.  In  fact,  the  Office  of  Economic  Opportunity  has  hired  people 
in  New  York  City  to  conduct  a  door-to-door  campaign  with  the  express  purpose 
of  signing  people  up  for  Medicaid,  while  other  counties  have  purposely  held  back 
the  processing  of  applications  in  a  desperate  attempt  to  make  their  1966  budgets 
stretch  through  the  year ;  and  this  is  tragic  because  we  saw  case  after  case  of 
people  truly  in  need  unable  to  get  the  assistance  they  truly  deserved.  There  is 
a  tremendous  backlog  of  bills  from  1966,  unprocessed  due  to  insufficient  staffs 
which  must  be  paid  in  1967  and  which  actually  distort  the  true  cost  picture  of 
1966.  21  hospitals  in  the  State  were  forced  to  borrow  money  last  year  in  order 
to  meet  their  daily  expenses  due  to  the  inability  of  the  Welfare  Department  to 
process '  their  vouchers,  regardless  of  Commissioner  Wyman's  claims  to  the 
contrary.'  If  you  wish  verification  of  this  we  refer  you  to  the  Hospital  Asso- 
ciation of  New  York  State,  Albany.  As  a  matter  of  fact,  legislation  has  been 
introduced  in  the  Legislature  expressly  designed  to  speed  up  these  payments. 

This  is  part  of  what  has  been  happening  to  us,  gentlemen,  and  it  will  be  worse 
next  year.  Governor  Rockefeller  has  announced  that  as  many  as  2,900,000 
people  will  use  the  plan  in  1967,  yet  figures  we  received  from  individually  Wel- 
fare districts  show  that  without  a  doubt  we  will  start  the  1967-1968  fiscal  year 
with  at  least  that  many,  and  any  implementing  county  can  show  you  that  appli- 
cations are  still  coming  in  at  the  rate  of  ^4  of  1%  of  the  counties'  population  per 
week.  Of  course,  the  State  says  that  only  25%  of  the  people  who  have  had  their 
cards  will  get  sick  in  any  one  year,  and  they  literally  seem  to  base  their  budgets 
on  this.  This  is  too  ludicrous  to  comment  upon  except  to  say  that  one  need  not 
get  sick  in  order  to  have  their  teeth  cleaned,  eyes  checked,  flu  shots,  drugs,  etc. 
Here  again  we  have  a  classic  contradiction  by  the  State.  A  much  heralded 
reason  for  the  the  Medicaid  program  was  that  it  would  allow  people  to  have 
preventive  medicine ;  in  other  words,  treat  them  before  they  become  sick  and, 
thence,  dependent  upon  the  State.  We  say,  and  I  defy  contradiction,  that 
families  with  the  Medicaid  card  will  use  it  whenever  and  wherever  they  have 
occasion  to ;  after  all,  it's  much  easier  to  charge  a  bill  than  lay  out  cold  cash. 

We  hope  you  are  able  to  unscramble  the  State's  figures,  for  your  own  sakes,  in 
order  that  you  can  assure  yourselves  that  the  expert  actuarial  reports  sub- 
mitted by  us  last  summer  and  substantiated  by  Mr.  Robert  Meyer  will,  and  are, 
rapidly  coming  true.  Figures  returned  to  us  via  our  questionnaire  by  about  half 
the  Welfare  districts  in  the  State  show  that  the  average  budget  increase  of 

1967  over  1966  was  76%.  Based  on  this  and  the  increase  in  users,  we  conserva- 
tively estimate  the  total  expenditure  in  New  York  State  for  the  fiscal  year  1967- 

1968  will  exceed  $850,000,000  unless  New  York  City  gets  rolling  sooner  than 
anticipated  ;  of  this  your  share  will  approximate  $320,000,000.  By  the  fiscal  year 
1968-69  the  users  will  be  well  over  5.000,000  in  number,  the  total  expenditure 
$1,300,000,000  and  the  federal  share  approximately  $500,000,000— and  the  total 
expenditure  will  continue  to  climb  in  this  fashion.  That  our  State  government 
is  aware  that  figures  they  once  called  "wild"  are  rapidly  coming  true  is  apparent 
in  the  current  legislative  moves. 

We  have  heard  members  of  the  administration  claim  that  various  Welfare 
districts  are  using  Medicaid  as  a  whipping  boy  to  get  more  money  for  their 
Departments.  Our  talks  with  the  district  Welfare  commissioners,  some  of 
whom  are  financial  contributors  to  our  Committee,  have  been  private  and  can- 
did. Believe  it  or  not,  they  are  quite  concerned  about  holding  down  costs  as 
much  as  possible,  although  we  have  heard  of  one  case  where  the  county  did  raise 
its  budget  to  a  very  high  figure  in  order  to  embarrass  some  persons  due  to  an 
inner-party  squabble.  This  is  just  hearsay,  although  we  have  purposely  left 
that  county  out  of  our  averages.  If  anything,  gentlemen,  the  county  budgets 
for  1967  were  purposely  kept  low  because  they  were  submitted  during  the  Fall  of 
1966  when  the  election  campaigns  were  in  full  swing.  This  was  done  to  avoid 
political  embarrassment,  particularly  in  the  larger  counties,  and  I  am  certain,  if 
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you  spoke  privately  with  these  Welfare  commissioners,  you  would  find  that  they 
are  deeply  concerned  about  running  out  of  money  long  before  the  fiscal  year  is 
over. 

I  trust  I  am  not  dwelling  overlong  on  the  subject  of  costs  but  they  are  im- 
portant and,  not  knowing  what  information  you  gentlemen  have  received  to  date, 
we  wish  to  emphasize  the  undue  cost  that  has  been  thrust  not  oniy  on  the  people 
of  New  York  State,  but  on  the  nation  as  a  whole  due  to  federal  reimbursement  to 
the  State.  And  these  costs  may  very  well  climb  more  sharply  than  we  antici- 
pate. Recently,  Mr.  Chesebro,  Deputy  Commissioner  of  the  State  Welfare  De- 
partment, said  "We  are  moving  in  a  direction  in  which  every  citizen  will  be 
entitled  to  the  health  care  he  needs  whether  he  can  pay  for  it  or  not.5' 

State  Welfare  Commissioner  Wyman  has  already  stated  that  he  will  ask  for 
higher  eligibility  levels  due  to  the  erosion  of  inflation  taking  away  much  of 
the  gain  achieved  when  the  levels  were  increased  from  $4700  to  $6000  net.  Our 
committee  is  well  aware  that  a  considerable  amount  of  pressure  has  been  exerted 
from  the  outset  to  have  the  base  level  for  the  family  of  four  made  $8800  net 
income  per  year.  How  many  this  would  add  to  the  eligibility  roles  we  cannot 
estimate.  Please  bear  in  mind  that  under  State  Law  Commissioner  Wyman  need 
not  ask  legislative  approval  for  any  increases ;  the  legislative  act  does  not  set 
the  levels  or  guidelines  for  their  establishment.  All  that  is  required  is  approval 
by  the  Board  of  Social  Welfare  and  the  entire  population  of  New  York  State 
could  be  placed  on  the  Welfare  rolls  for  medical  assistance,  thrusting  an  even 
greater  burden  on  the  state  and  federal  coffers.  We  feel  that  this  alone  is 
justification  for  federal  limitations.  It  should  be  required  that  the  state  legis- 
latures set  these  levels  in  order  that  the  power  of  taxation  is  not  transferred 
to  a  non-elected  body. 

When  you  really  analyze  Medicaid  in  New  York  State  you  can  readily  see 
that  is  not  a  plan  of  medical  assistance  for  needy  people,  but  rather  a  State 
subsidization  of  a  way  of  life — a  supplementary  income  plan  if  you  will.  This  is 
best  shown  in  statements  made  by  Mr.  Hugh  Jones,  Chairman  of  the  Board  of 
Social  Welfare,  in  testimony  at  the  May  Joint  Legislative  Committee  hearings. 
Mr.  Jones,  in  defending  the  Board's  adoption  of  the  $6000  eligibility  level,  gave 
the  following  minimum  subsistance  budget,  as  developed  by  the  home  economists 
of  the  Department  of  Social  Welfare,  as  it  pertains  to  a  family  of  four : 

Per  year 


Rent  and  heat,  $88  per  month  $1,  062 

Utilities,  $12  per  month   144 

Food,  $28  per  week   1, 456 

Clothing,  cleaning,  $11.60  per  week   603 

Drugs,  cosmetics,  $2.65  per  week   138 

Recreation,  $4  per  week   208 


Total    3,612 


While  we  agree  this  is  a  minimal  budget,  please  note  that  it  leaves  our  $6000  per 
year  family  of  four  $200  per  month  after  taxes  to  spend  as  it  pleases.  Mr.  Jones 
alluded  to  this  surplus  when  he  said  we  must  realize  these  people  get  caught 
up  in  our  credit  economy — that  installment  buying  of  washing  machines,  auto- 
mobiles, etc.  quite  often  leaves  these  people  without  sufficient  funds  to  pay  for 
medical  services.  Thus,  approximately  44%  of  our  State's  population  was  given 
an  income  supplement  of  an  undetermined  and  unlimited  amount,  and  at  the 
same  time,  freed  of  any  personal  responsibility  to  provide  any  form  what-so-ever 
of  medical  care  for  themselves  or  their  families.  If  a  supplementary  income 
plan  was  the  Congressional  intent  during  passage  of  Title  XIX  we  would  greatly 
appreciate  an  announcement  to  this  effect. 

I  wish  we  could  tell  you  that  our  State  government,  aware  of  all  these  facts 
and  problems,  are  taking  steps  to  correct  the  situation,  but  I  cannot.  The  Joint 
Legislative  Committee,  set  up  expressly  for  the  purpose  of  reviewing  this  pro- 
gram, has  not  held  any  additional  hearing  since  last  May.  I  think  you  should 
be  aware  that  when  Mr.  Folsom  spoke  at  that  hearing  and  urged  a  temporary 
halt  in  the  implementation  until  a  full  review  could  be  made,  the  chairman 
pounded  the  table  and  stated  we  couldn't  because  for  every  month  we  delayed,  we 
lost  something  like  $8,000,000  in  federal  money.  Right  now,  rather  than  review 
the  current  program,  legislation  mandating  compulsory  health  insurance  has 
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been  introduced  in  what  has  been  admitted  as  a  method  of  removing  some  of  the 
costs  from  the  tax  roles  and  spreading  it  around  somewhat.  This,  without  re- 
visions in  Medicaid,  would  truly  give  us  a  State  health  service ;  Mr.  Newton  will 
speak  about  this. 

Actually,  on  two  separate  occasions  we  have  received  a  lecture  from  a  member 
of  this  same  Joint  Legislative  Committee  concerning  the  dangers  of  people  com- 
ing to  Washington  to  ask  for  changes  in  Title  XIX.  We  received  the  full  mother- 
hood treatment  but  retorted  that  quite  honestly  we  feel  that  what  happens  in 
New  York  State  affects  the  entire  country ;  that  if  we  felt  there  was  even  a  re- 
mote chance  for  responsible  action  on  the  part  of  the  State  Government,  we  would 
not  have  need  of  your  help.  And,  gentlemen,  we,  and  the  entire  nation,  need  your 
help  in  this  matter.  There  have  been  many  suggestions  made  for  limitations  to 
the  federal  participation  in  the  New  York  State  plan — I  am  sure,  made  by  people 
far  more  knowledgable  in  the  workings  of  government  than  our  Committee.  We 
urge  that  you  act  without  hesitation,  even  though  knowing  full  well  we,  the  citi- 
zens of  New  York  State,  will  have  to  make  up  the  difference,  at  least  for  a  while. 
We  urge  that  you  treat  New  York  State  just  as  you  would  any  child  who  tried  to 
take  too  many  cookies  from  the  cookie  jar.  Please,  look  around  you  and  see  what 
has  happened  to  every  program  where  the  philosophy  of  "a  helping  hand"  has 
been  replaced  by  the  philosophy  of  "this  is  your  right,"  which  is  what  we  now 
have  in  New  York.  Our  program  of  medical  assistance  is  not  "the  greatest  piece 
of  social  legislation  ever  passed"  *  *  *  it  is  not  progress,  but  actually  a  giant 
step  backwards  *  *  *  instead  of  striving  to  make  the  individual  self-supporting 
we  are  forcing  an  even  greater  reliance  by  him  upon  the  State. 

We  feel  that  you  can  and  must  effectively  limit  the  federal  participation  in  this 
program,  without  resorting  to  any  complicated  formulas,  by  insisting  that  the 
Federal  Government  will  participate  in  a  full  range  of  medical  services  only  for 
those  people  totally  dependent  upon  the  State  for  their  everyday  subsistence. 
You  can  also  relieve  the  states  and  local  communities  of  the  "prior  monies  spent" 
onus,  or,  if  you  wish,  insist  upon  the  same  amount  of  money  spent  as  a  minimum 
and  you  will  participate  in  the  balance  until  such  time  as,  due  to  population  in- 
creases and  rising  costs,  you  arrive  at  the  sharing  basis  described  in  Title  XIX. 
We  support  the  views  as  expressed  by  Mr.  Thomas  Curtis  as  put  forth  in  House 
Report  2224  and  urge  that  a  form  of  catastrophic  insurance  be  made  available 
to  the  States  in  order  that  we  can  aid  and  assist  those  in  dire  need  from  having 
them  become  completely  dependent  upon  the  State  due  to  extreme  financial  ex- 
penditures. In  this  area  provisions  for  deductibles  and  co-insurance  should  be 
made  available  in  all  areas  of  federal  participation.  Mr.  Newton  will  describe 
amendments  we  have  planned  to  introduce  to  the  legislature  this  year — their 
success  depends  a  great  deal  upon  what  you  gentlemen  do  with  Title  XIX  in  the 
immediate  future.  At  this  time  our  Committee  is  in  the  process  of  drumming 
up  active  support  from  organizations  across  the  State — we  are  in  touch  with 
Labor,  Manufacturing,  Medical,  County  Officers,  Legislators,  etc.  This  will  be 
an  all-out,  concentrated  effort  to  have  our  amendments  passed  this  session.  But, 
practicalities  have  the  upper  hand  and  unless  the  two  men  who  presently  control 
the  State's  destiny  (I  refer,  of  course,  to  Speaker  Travia  and  Governor  Rocke- 
feller) are  forced  into  a  reappraisal  of  the  enormity  of  our  problem  by  Federal 
limitations,  it  is  highly  doubtful  that  our  amendments  will  ever  hit  the  floor. 

We  are  in  an  exceedingly  difficult  position — it  has  become  painfully  apparent 
over  the  last  9  months  that  very  few  of  the  State's  political  leaders  had  a  full 
comprehension  of  what  the  State  had  done  in  the  past  and  what  the  new  Medicaid 
program  would  do.  These  men  have  been  backed  into  a  corner  from  which,  in 
their  minds,  and  maybe  rightly  so,  there  is  no  retreat,  so  the  only  course  left  open 
is  praise  and  a  possible  subtle  shift  in  some  other  aspects.  We  have  been  told, 
on  a  confidential  basis  that  the  Health  Department  will  take  over  most  or  all  of 
the  functions  of  the  program.  Our  mandatory  group  insurance  is  another  move 
designed  to  relieve  and  prevent  further  embarrassment  over  costs.  The  Gov- 
ernor's latest  dance  with  cost  figures  shows  his  mounting  concern.  So  we  are 
thrown  into  a  situation  of  "saving  face."  We  have  been  leaked  the  word  that  no 
matter  how  many  people  in  the  State  of  New  York  demand  changes  in  the  law, 
nothing  will  be  done  unless  the  federal  government  forces  the  State  to  revise  its 
program. 

There  are  two  areas  open  here.  One  is,  of  course,  your  amendments  legisla- 
tively, restricting  the  States,  and  we  deem  this  the  best  approach — the  other  lies 
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in  section  1902,  paragraph  7.  Herein  lies  the  wording  "reasonable  standards  of 
eligibility",  and  there  is  no  reason  whatsoever  that  the  Department  of  Health, 
Education  and  Welfare  could  not  turn  down  further  reimbursements  of  New  York 
State  because  the  eligibility  standards  are  unreasonable.  m 

According  to  Mr.  Wyman's  testimony  at  the  May  Joint  Legislative  Committee 
hearings,  there  were  absolutely  no  discussions  whatsoever  with  the  Department 
of  Health,  Education  and  Welfare  concerning  eligibility  levels.  Yet,  we  have 
felt  all  along  that  some  small  effort  on  the  part  of  New  York  State  could  have 
resulted  in  a  sensible,  legal  lowering  the  present  levels  of  eligibility.  These  areas 
are  for  you  gentlemen  to  decide  upon. 

The  answer  to  improving  the  public  health  lies  not  in  making  medical  services 
and  facilities  free  for  all  to  use  as  they  wish.  One  statistic  we've  heard  quite 
often  is  that  95%  of  the  children  of  low  income  families  have  never  seen  a  dentist 
when  they  start  school.  We  don't  disagree  with  this  fact  of  all  and  consider 
it  as  deplorable  as  the  "bleeding  hearts"  do.  But,  free  services  won't  help  that 
child.  When  the  child  hands  his  parents  the  note  from  the  school  saying  Johnny 
has  ten  cavities,  the  parent  is  just  as  liable  to  say  "so  what,  I've  had  cavities  all 
my  life"  and  the  note  hits  the  round  file.  Education  is  the  key  factor  here — edu- 
cate that  child  to  good  health — his  parents  are  possibly  beyond  redemption. 

The  federal  government  has  several  such  programs  already  under  way.  Gather 
them  together  in  order  that  you  can  do  a  first  class  job,  economically,  and  edu- 
cate the  children  so  that  as  they  reach  adulthood  it  automatically  becomes  part 
of  their  nature  to  maintain  good  health  standards.  If  you  really  want  to  spend 
more  money  in  the  field  of  health,  we  feel  this  is  an  excellent  area  for  it.  Also, 
take  some  pity  on  our  hospitals — relieve  them  of  all  the  blasted  paper  they  must 
process  today — make  funds  available  to  them  for  capital  expenditure  oh  build- 
ings, equipment,  staff  training — in  other  words,  help  provide  the  facilities  if  you 
must,  but  place  the  responsibility  for  the  use  and  quality  of  these  facilities  on  the 
shoulders  of  the  users  because,  unless  the  people  respect  medicine,  they  will 
abuse  it,  and  overall  quality  of  medicine  then  will  deteriorate.  We  feel 
also,  that  it  must  be  remembered  by  all  levels  of  government  that  an  equal  respon- 
sibility is  owed  to  the  taxpayer  as  well  as  the  needy. 

Gentlemen,  I  thank  you,  and  now,  with  your  forbearance,  Mr.  Newton  will 
speak  about  our  amendments  and  the  insurance  side  of  this  picture. 


Exhibit  II 

Remarks  by  John  J.  Robinson,  Jr.,  State  Chairman,  Citizens  Committee  for 
Responsible  Governnment  on  Hearing  on  Compulsory  Health  Insurance 

(Joint  Legislative  Committee  on  Problems  of  Public  Health  and  Medicare, 
Albany,  N.Y. ;  March  6, 1967) 

Mr.  Chairman,  Gentlemen,  I  am  John  Robinson,  State  Chairman  of  the  Citi- 
zens Committee  for  Responsible  Government.  The  issue  before  us  today  is  truly 
of  great  import;  but  this  issue  is  not  whether  we  shall  or  shall  not  have  com- 
pulsory health  insurance,  nor  if  we  do,  what  the  coverage,  limits,  and  premiums 
shall  be.  Todays  issue  is  just  one  basic  question :  Shall  our  State  provide  a 
comprehensive  program  of  medical  assistance  for  needy  people  or  shall  it  in- 
stitute a  State  health  service.  Think  for  just  a  moment,  gentlemen — in  our  dis- 
cussions here  today  we  are  honestly  trying  to  upgrade  the  medical  care  of  our 
needy  people  by  mandating  health  insurance  coverage,  or  are  we  instituting  a 
State  health  service  as  the  end  result  of  such  insurance  coupled  with  the  cur- 
rent medicaid  program.    This  is  a  question  each  one  of  us  must  answer,  now. 

If  we  are  to  have  a  program  of  medical  assistance  for  needy  people,  then  let 
us  institute  one  before  this  legislative  session  ends,  since  the  current  medicaid 
program  is  not  medical  assistance  for  needy  people,  but  it  is  a  supplemental  in- 
come plan  of  an  indeterminate  and  unlimited  amount.  If  we  are  to  have  a 
State  health  program,  then  let  us  start  anew  and  build  from  the  ground  up,  and 
after  doing  a  thorough  job  for  a  change,  offer  it  to  the  voting  public  via  refer- 
endum. Let  us  not  make  a  State  health  plan  a  matter  of  law  as  the  result  of 
desperate  scrambling  by  members  of  the  State  government  to  avoid  further  em- 
barrassment over  last  April's  fiasco. 
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At  present  we  stand  in  great  danger  of  destroying  the  entire  concept  of  medi- 
cal assistance  for  needy  people  due* to  an  increasingly  heavy  administrative 
and  financial  burden.  People  and  a  tax  structure  can  stand  just  so  much.  This 
far  reaching  implication  can  affect  people  across  the  nation,  not  just  New  York. 
Very  frankly,  I  for  one  am  tired  of  our  State  being  the  laughing  stock  of  the 
nation — we  have  incurred  the  wrath  of  our  sister  States  and  the  Federal  gov- 
ernment. 

As  a  state  we  have  wreaked  absolute  havoc  with  the  noble  and  charitable  con- 
cept of  medical  assistance  for  needy  people.  Our  committee  feels  it  is  high 
time  for  the  legislature  to  assert  itself  as  an  independent  law-making  body,  truly 
the  representative  of  the  citizens  of  this  State.  We  ask  that  you  overrule  the 
intemperate  attitude  shown  by  some  members  of  our  government  when  they 
say — the  public  be  hanged — there  will  be  no  changes  in  Medicaid. 

This  present  dodge,  compulsory  health  insurance,  being  foisted  off  as  preserv- 
ing and  extending  a  vital  resource  is  virtually  the  straw  to  break  the  camel's 
back.  Lest  anyone  develop  the  wrong  opinion,  this  legislation,  if  passed,  will  not 
reap  a  harvest  of  dollars  for  the  health  insurance  industry,  but  will  drive  it  right 
to  the  Wall.  Our  committee  is  tired  of  half-way  stop-gap  movements  that  only 
lead  to  more  and  bigger  problems  in  the  immediate  future.  We  are  asking  for 
an  honest,  earnest  effort  to  get  our  State  and  it's  people  out  of  the  trouble  we 
are  in. 

Yet,  I  guess  a  legislation  such  as  this  is  what  we  should  expect — it's  certainly 
in  line  with  what  we  are  told  these  days.  We  haven't  heard  the  administrative 
branch  of  our  government  give  realistic  or  consistent  cost  figures  yet.  It  would 
like  to  know  how,  last  May,  in  front  of  this  same  committee  we  could  be  shown 
charts  giving  1965  Medical  Assistance  costs  as  $449,000,000  a  1966  Medicaid 
budget  of  $532,000,000,  then  be  told  the  cost  of  Medicaid  for  1966  is  only  $350,- 
000,000,  plus  a  $39,000,000  deficit. 

Something,  somewhere  is  haywire,  and  now  we  are  expected  to  believe  that 
the  mandatory  health  insurance  will  save  the  wage  earner  $44,000,000 — cost  in- 
dustry an  additional  $145,000,000— yet  deduct  $210,000,000  from  the  cost  of  Medi- 
caid. .  .  .  This  doesn't  add  up  either — where  does  the  other  $109,000,000  come 
from  or  has  the  insurance  industry  decided  to  donate  this  amount. 

Possibly  we  should  not  question  these  figures,  but  we  feel  it  high  time  the 
citizens  and  taxpayers  get  some  honest  information  as  to  just  what  these  pro- 
grams cost.  You  might  say  we  in  New  York  have  our  own  credibility  gap.  After 
all,  we  are  the  ones  paying  for  it  with  every  hour  we  work. 

I  think  we  should  call  compulsory  health  insurance  by  its  proper  name — 
Medicaid  Tax.  Let's  not  go  back  to  the  fee  is  a  fee,  and  not  a  tax  routine.  Let's 
be  honest  and  admit  that  with  Medicaid  unchanged,  compulsory  health  insurance 
is  a  frantic  scramble  on  the  part  of  the  State  government  to  spread  the  costs  of 
Medicaid  into  other  areas  and  get  it  out  of  the  State's  budget. 

Yes,  rather  than  face  reality,  let's  tax  the  wage  earner  an  additional  2% 
whether  he  wants  it  or  not.  Rather  than  revise  Medicaid  into  a  sound  program, 
let's  slap  a  new  tax  on  industry,  an  additional  $145,000,000  a  year  to  start,  rather 
than  admit  we  might  have  erred  some  little  bit  last  April.  I  have  heard  this 
plan  will  be  held  to  a  minimum  such  as  the  existing  Workmen's  Compensation 
Plan,  but  each  one  of  us  in  this  room  today  knows  that  as  the  costs  of  Medicaid 
climb,  more  and  larger  areas  of  coverage  will  be  forced  into  the  private  carrier, 
the  individual  and  industry,  on  a  continuing  basis  so  that  our  State  budget  won't 
suffer  as  a  result  of  our  State  health  plan.    But  it  is*  still  a  tax. 

Can  you  possibly  justify  such  a  move  and  keep  this  burden  on  the  entire  popu- 
lation of  this  State?  Must  you  open  another  Pandora's  box  under  the  guise  of 
covering  a  small  percentage  of  our  population?  Can  you  ignore  the  right  of 
labor  to  negotiate  it's  own  contracts  of  coverage  and  will  you  relegate  this  right, 
won  by  hours  on  the  picket  line,  to  a  lobbyist?  Do  you  honestly  feel  justified 
in  placing  the  enormous  burden  of  Medicaid  on  the  backs  of  industry,  just  to 
save  political  face?  Can  you  impose  socialized  medicine  upon  the  citizens  of 
this  State — socialized  medicine  with  all  of  its  attendant  woes  and  degradation 
of  the  medical  profession,  without  the  citizen's  approval? 

Will  you  do  all  of  this  as  the  result  of  your  original  legislative  act  designed 
to  implement  the  federal  government's  proposal  to  upgrade  the  quality  of  medi- 
cal care  provided  our  indigent;  or  is  our  State  government  running  scared  be- 
cause the  cost  estimate  they  once  called  "wild"  is  coming  true,  and  it  is  now 
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realized  that  people  undoubtedly  will  drop  their  health  insurance  once  they 
become  assured  that  there  will  be  no  changes  in  the  Medicaid  program.  After 
all,  why  pay  twice  for  the  same  services. 

We  trust  you  gentlemen  will  get  the  answers  to  these  questions  we  are  raising ; 
and  answered  they  must  be,  as  well  as  our  question  for  today — medical  assistance 
for  needy  people  or  State  health  service. 

If  you  gentlemen  have  analyzed  any  of  the  statements  made  by  the  Citizens 
Committee  for  Responsible  Government  in  the  past  ten  months,  you  have  found 
we  feel  a  main  fault  with  the  bill  you  passed  last  April  lies  in  that  you  gave 
away  every  bit  of  your  inherent  power  to  regulate  the  tax,  and  we  have  asked 
that  you  take  back  these  powers.  This  concept  of  government  by  expediency, 
government  by  administrative  edict  is  an  extremely  dangerous  form  of  govern- 
ment. These  administrators  are  immune  in  every  way  from  the  will  of  the 
people — even  the  courts  have  steadfastly  refused  to  review  their  actions  and 
if  we  have  properly  analyzed  this  Medicaid  tax  bill,  it  provides  a  stronger  base 
for  complete  and  dictatorial  control  of  medicine,  as  well  as  insurance.  I  quote 
the  February  22nd  handout;  "the  Department  of  Health  would  supervise  the 
hospital  standards  and  charges,  etc.  .  .  .  the  Insurance  Department  would  reg- 
ulate premium  rates,  etc.  .  .  ." 

The  passage  of  this  legislation  would  once  again  give  complete  unlimited  con- 
trol to  agencies  who  are  immune  to  the  desires  of  the  citizens  of  this  State.  Now 
these  administrative  decisions  have  the  weight  of  law ;  yet  the  legislature,  the 
voice  of  the  citizen,  is  supposed  to  be  the  law-making  body,  not  an  administrator. 
A  classic  example  is  the  administrative  edict  which  mandates  billing  by  medicine 
of  the  welfare  departments,  not  the  individual.  This  has  caused  a  great  deal 
of  furor  within  medical  circles  ;  yet  it  is  only  a  decision — but  it  has  the  weight  of 
law  because  no  one  can  challenge  that  decision. 

Right  now  the  legislature  is  considering  a  review  board  for  an  administrative 
department  so  you  are  aware  these  problems  exist — yet  the  Medicaid  tax  bill 
would  turn  around  and  once  again  give  unbridled  authority  to  three  separate 
departments.  For  this  reason  alone  our  committee  would  oppose  this  legislation. 
A  while  ago  I  referred  to  our  current  medicaid  program  as  a  supplemental  in- 
come plan.  Let  me  illustrate,  if  you  will,  by  going  back  to  May's  hearing  by 
this  committee  when  Mr.  Hugh  Jones  put  forth  a  budget  for  our  magical  family 
of  four.  It  was  upon  this  budget  that,  theoretically,  the  $6000  eligibility  level 
was  established.  After  providing  for  food,  rent,  heat,  utilities,  clothing,  miscel- 
laneous needs  and  recreation,  this  budget,  surprisingly,  only  totaled  $3612  per 
year.  Now  I  will  agree  this  is  minimal  but  we  must  realize  it  leaves  our  $6000 
a  year  family  $200  per  month  to  spend  as  they  please.  I  believe  Mr.  Jones 
alluded  to  this  surplus  when  he  .stated  "there  are  now  these  nagging  expendi- 
tures of  a  family  that  can  catch  up  with  it,  the  time  payments  and  the  installment 
payments  and  the  obligations  which  they  have  underaken". 

So,  gentlemen,  as  the  result  of  a  plan  based  on  vague  legislation,  we  then  in- 
stituted a  supplemental  income  plan  of  an  indeterminate  and  unlimited  amount  to 
help  take  care  of  "these  nagging  expenditures"  by  removing  any  possible  in- 
dividual responsibility  for  medical  expense.  All  under  the  guise  of  medical  as- 
sistance for  needy  people.  This  supplemental  income  plan  can  be  expanded  at 
will  by  an  administrative  body  who  can  legally  set  any  eligibility  level  it  so 
chooses,  without  the  Legislature's  consent.  Commissioner  Wyman  has  already 
stated  he  will  ask  that  these  levels  be  raised  when  he  deems  it  necessary.  And 
now,  it  is  the  wish  of  our  State  government  to  compound  this  issue  with  Com- 
pulsory insurance — to  finance  this  supplemental  income  plan  by  imposing  a 
medicaid  tax  upon  us  all. 

Gentlemen,  all  of  this  is  not  progress,  this  is  regression.  Whereas  every  gov- 
ernmental program  of  this  nature  is  theoretically  aimed  at  helping  the  individual 
become  self-sufficient,  it  seems  our  every  effort  in  the  field  of  medical  assistance 
is  aimed  at  making  the  individual  more  dependent  upon  the  largess  of  a  State  ad- 
ministration, aimed  at  destroying  his  responsibility  and  incentive. 

We  are  as  aware  as  anyone  of  the  provisions  in  Title  XIX  used  to  throw  the 
blame  for  this  entire  mess  back  into  the  laps  of  the  Federal  government.  We 
intend  to  dwell  heavily  upon  these  with  the  House  Ways  and  Means  Committee 
Wednesday.  Yet,  somehow,  we  feel  even  the  slightest  effort  last  spring  on  the 
part  of  New  York  State  would  have  resulted  in  a  federal  OK  to  keep  our  program 
of  medical  assistance  within  the  bounds  of  good  common  sense. 
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Let's  have  that  effort  now.  The  current  medicaid  program  is  so  disliked,  so 
hopelessly  snarled  in  its  administration,  that  we  cannot  understand  nor  accept 
the  fact  that  corrective  action  is  not  being  taken  at  this  time. 

Why,  your  original  legislative  concepts  are  being  destroyed.  I  am  not  going 
to  enter  into  the  problem  areas  of  medicaid — I  trust  a  number  of  welfare  com- 
missioners will  speak  at  these  hearings — I  trust  that  this  time  you  will  receive 
them  in  a  gentlemanly  fashion  and  listen  to  what  they  have  to  say,  because  they 
have  first  hand  knowledge  of  the  problems  we  are  faced  with. 

Gentlemen,  this  is  not  a  time  for  party  politics  or  divergent  personalities.  This 
is  not  a  time  for  protecting  images  or  political  aspirations.  But  this  is  a  time 
to  decide  between  a  State  health  plan  or  a  plan  of  medical  assistance  for  needy 
people.   It  is  a  time  for  all  of  us  to  sit  down,  forget  past  differences  and  act. 

You  have  before  your  committee  amendments1  drawn  by  the  Citizens  Commit- 
tee for  Responsible  Government  with  the  help  of  some  of  the  foremost  experts  in 
this  nation.  Amendments  designed  to  provide  medical  assistance  for  those  who 
are  truly  indigent,  as  well  as  those  who  are  needy  due  to  catastrophic  costs. 
Amendments  which  will  relieve  the  anxiety  of  the  individual  over  large  medical 
expenses  but  not  his  responsibility.  We  urge  that  you  act  on  these  amend- 
ments. We  urge  that  you  refute  this  farcial  face  saving  attempt,  this  medicaid 
tax  and  that  you  take  back  your  inherent  powers. 

Provide  the  people  of  this  State  with  a  legislative,  not  administrative,  plan  of 
medical  assistance  for  needy  people  we  can  all  accept  and  support.  We  urge  that 
you  recognize  the  State  has  at  least  an  equal  responsibility  to  industry  and  the 
taxpayer  as  well  as  the  needy. 

Let's  return  to  Progress. 


Exhibit  III 

Citizens  Committee  for  Responsible  Government  Proposed  Amendments  to 
New  York  State  Medicaid 

People  on  welfare  have  all  their  medical  bills  paid  for  them  in  full  as  a  part  of 
welfare  support.  This  full  payment  is  of  course  necessary  for  people  who  are 
dependent  on  the  State  for  their  living  expenses. 

We  do  not  oppose  this.  In  fact,  medical  care  for  these  people  should  be  made 
more  adequate,  and  we  will  support  increase  in  this  area  of  public  cost  if  it  is 
soundly  and  economically  used  to  improve  medical  care  of  welfare  clients. 

But,  we  firmly  oppose  payment  from  public  funds  of  the  entire  medical  costs 
of  anyone  not  on  welfare.  Medicaid  now  does  just  this.  It  pays  the  routine  and 
incidental  expenses  of  people  perfectly  able  to  pay  for  themselves. 

For  any  person  who  is  not  on  welfare  we  urge  that  the  use  of  public  money 
be  limited  to  those  medical  expenses  which  lie  beyond  his  reasonable  ability  to 
pay  for  himself  from  income,  personal  resources  and  insurance. 

The  result  of  this  limitation  will  be  to  stop  the  great  waste  of  public  funds 
in  paying  routine  costs  and  eliminate  also  the  extraordinary  administrative  ex- 
penses made  necessary  by  the  multitude  of  small  payments.  Public  money  can 
then  be  concentrated  and  focused  on  the  critical  purpose  of  helping  all  citizens 
who  are  faced  with  sudden  catastrophic  expenses  or  heavy  and  long  continuing 
costs  of  chronic  illness. 

This  is  our  central  concept — that  as  surely  as  social  conscience  demands  that 
the  true  over-burden  of  medical  costs  be  paid  by  public  funds,  public  funds  must 
be  strictly  confined  to  that  over-burden  or  there  simply  will  not  be  enough  money 
available  for  this  purpose.  And  we  will  have  failed  to  adequately  help  those  who 
need  it  most. 

It  is  of  transcendent  importance  to  have  adequate  cost  controls  in  this  unique 
area  of  expense.  Adequate  medical  care  is  the  real  objective — perfect  medical 
care  is  not  possible,  or  yet  even  definable.  Over-use  by  reasonable  objective 
standards  may  take  place  without  the  user  being  aware  of  it — he  is  not  objective. 
Abuse  can  be  so  subtle  that  much  of  it  is  impossible  to  root  out.  The  cost  of  both 
is  heavy  and  denies  both  money  and  facilities  to  meet  pressing  needs. 

A  person  cannot  be  expected  to  refuse  help  which  comes  free  when  one  crosses 
an  eligibility  line.  In  fact,  there  is  overwhelming  evidence  that  what  is  free  is 
over-used. 
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There  is  only  one  way  in  which  costs  can  be  controlled  and  that  is  through 
the  self  interest  of  the  user  expressed  in  terms  of  economic  motivation.  Insur- 
ance companies  have  long  since  found  this  out  and  developed  two  types  of  control 
which  have  equal  applicability  for  use  by  the  State.  There  are  no  others  avail- 
able, except  compulsion  imposed  on  both  the  individual  user  and  the  personnel 
and  facilities  he  uses.  This  we  reject  on  deep  philosophical  grounds.  Without 
the  use  of  these  proven  controls  the  cost  of  Medicaid  will  rise  steeply  and  uncon- 
trollably. The  State  plan  can  no  more  avoid  ultimate  bankruptcy  through  the 
lack  of  them  than  can  an  insurance  company. 

These  controls  are  of  two  sorts.  One  is  known  as  a  "deductible",  the  purpose 
of  which  is  to  avoid  payment  of  whatever  amount,  for  a  given  family,  at  a  given 
income,  may  fairly  be  considered  tolerable  expenditure  in  any  year's  budget.  As 
to  the  lower  portions  of  this  amount,  medical  expenses  are  as  normal  a  demand 
on  income  as  is  food  and  clothing.  The  upper  portion  can  be  met  by  reasonable 
sacrifice  and  lessening  of  expenditures  for  commodities  and  pleasures  which  are 
flexibly  included  in  any  budget.  It  should  be  neither  "insurable"  nor  "recover- 
able" from  any  public  source. 

When  medical  expenses  rise  above  such  an  amount  a  family  begins  to  be  over- 
burdened and  will  need  help  in  paying  them  by  resources  in  this  order :  first  by 
self  help  in  further  adjusting  of  its  budget — putting  these  expenses  ahead  of  some 
desirable,  but  deferrable  expense.  Second,  by  buying  insurance  to  protect  them- 
selves and  finally,  when  the  first  resource  would  become  overtaxed  and  the  second 
has  run  out,  by  public  aid.  Throughout  this  range  of  expense  the  family  should 
be  adequately  assisted,  but  not  "carried  free". 

In  order  that  public  funds  be  not  involved  except  where  private  resources  have 
been  first  used,  there  must  be  a  strong  stimulus  towards  making  these  private 
sources  as  adequate  as  possible.  Income  at  a  given  moment  is  fixed,  but  the 
other  resource,  insurance,  can  be  used  to  multiply  many  times  over  a  family's 
ability  to  be  self-sufficient.  This  translates  into  the  necessity  of  making  it  eco- 
nomically worthwhile  for  a  family  to  purchase  as  adequate  personal  health  pro- 
tection as  possible. 

And  it  means  that,  although  public  help  must  be  had  before  real  distress  is 
present,  it  must  be  postponed  to  the  outer  limit  of  tolerance,  rather  than  coming 
in  early  enough  to  erode  the  incentive  to  use  private  insurance  as  far  as  may  be. 
We  repeat  our  conviction  that  unless  the  involvement  of  public  funds  is  thus 
limited,  there  will  not  be  enough  to  provide  adequate  help  for  those  whose  needs 
is  truly  beyond  their  capacity  to  meet. 

EXPLANATION  OF  PROPOSED  DEDUCTIBLE 

This  is  in  two  parts;  both  of  them  are  applied  annually  (on  calendar  year 
basis)  to  medical  expenses  of  entire  family. 

A.  An  amount  related  to  income  : 

It  should  be  based  on  the  entire  income  received  within  the  family  by 
any  of  its  members  from  all  sources.  This  is  the  true  income  resource. 
We  define  it  as  it  is  found  on  line  9  of  Form  1040.  The  amount  of  deduct- 
ible should  increase  in  proportion  to  income  but,  at  any  given  income 
level,  it  should  be  less  in  relation  to  a  larger  family,  than  to  a  smaller 
one. 

The  amount  of  deductible  should  be  sufficient  to  strongly  influence  the 
family  to  avoid  or  delay  its  impact  through  the  purchase  of  private 
insurance. 

To  meet  these  specifications  we  suggest  that  the  amount  of  deductible  be  equal 
to  the  Federal  Income  Tax  for  the  family's  specific  income,  computed  on  the 
assumptions  of  joint  return  and  standard  10%  deductions.  This  is  within  the 
limits  of  tolerance  and  provides  a  real  incentive  to  recover  the  lower  range  of 
expenses  through  insurance.  ©  A  person  is  motivated  towards  an  adequate  private 
plan  because:  (a)  he  will  want  to  postpone  the  impact  of  the  deductible  as  far 
into  the  future  as  possible  with  the  hope  of  avoiding  it  entirely  and  (b)  if  and 
when  he  does  encounter  it,  it  will  be  reduced  by  whatever  amount  he  himself  pays 
in  health  insurance  premiums. 

B.  The  amount  related  to  net  worth :  The  second  component  of  the  deducti- 
ble is  based  simply  on  the  equitable  fact  that  a  person  should  involve  his 
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assets  to  a  marked  extent  before  looking  to  public  funds.    But,  he  should 
not  be  forced  to  pauperize  himself,  or  other  vital  social  objectives  are  lost. 
Though  a  nominal  amount  of  assets  should  be  exempted  from  involvement, 
the  provident  person  should  not  be  forced  to  spend  all  that  he  has  saved  above 
that  nominal  amount  in  order  to  be  equated  with  the  improvident.  Further- 
more, there  is  no  equitability  in  forcing  families  with  certain  types  of  assets 
to  spend  them  while  others  possessed  of  equal  quantities  of  different  assets 
are  protected  from  consuming  them. 
Thus,  we  define  net  worth,  in  very  much  the  same  way  as  it  would  be  defined 
for  purposes  of  securing  a  bank  loan.    The  amount  of  this  net  worth  which  is 
protected  from  involvement  is  $4,000  for  head  of  household,  plus  $1,000  for  each 
dependent.    An  amount  equal  to  20%  of  assets  above  this  exclusion  constitutes 
a  "net  worth  deductible"  which  is  to  be  added  to  the  income  deductible. 

We  emphasize  that  we  are  not  dictating  (as  does  Medicaid  presently)  that  any 
particular  asset  be  actually  spent.  The  manner  in  which  a  family  meets  this 
deductible  is  solely  its  concern.  For  example,  a  real  estate  mortgage  be  increased 
in  lieu  of  selling  investments  or  eroding  a  bank  account  designed  for  education. 
No  dubt  this  net  worth  deductible  does  to  some  extent  penalize  thrift,  but  it  does, 
not  entirely  destroy  the  incentive  to  save  as  present  Medicaid  well  may  in  many 
instances.    ( For  detailed  figures  see  Formula  1. ) 

EXPLANATION  OF  CO-INSURANCE 

It  is  the  chief  function  of  co-insurance  to  keep  the  user  constantly  interested  in 
holding  down  costs.  To  maintain  this  influence  at  higher  income  levels  it  is 
necessary  that  the  higher  the  income  the  greater  must  be  the  portion  of  expense 
bourne  by  the  user.  In  this  case  there  are  two  additional  concerns,  essential 
where  public  funds  are  involved.  These  concepts  are  applied  in  the  accompany- 
ing Table  Formula  Ila. 

(a)  As  expenses  mount  the  portion  of  them  paid  uy  the  individual  should 
decline. — To  implement  this  objective  the  total  amount  of  expense  (after  the 
deductible  is  met)  is  broken  down  into  "Units  of  Expense". 

A  "unit  of  expense"  at  any  income  level  is  equal  to  one-fifth  of  that  income. 
Each  successive  unit  of  expense  incurred  by  the  family  is  reimbursed  to  a  greater 
degree  than  the  preceding  unit.  Thus,  the  heavier  one's  load,  the  less  is  the  part 
of  it  he  bears. 

For  example,  a  family  with  income  of  $10,000  will  be  reimbursed  70%  ($1400) 
and  itself  pay  30%  ($600)  of  its  first  $2,000  "unit  of  expense".  If  expenses  con- 
tinue through  an  additional  $2,000,  it  will  be  reimbursed  80%  ($1600)  and  itself 
pay  20%  ($400).  The  next  unit  is  reimbursed  at  90%  ($1800),  and  the  family 
pays  10%  ($200).    Thereafter,  reimbursement  is  100%. 

(&)  There  must  be  an  economic  incentive  of  real  substance  to  motivate  the  user 
to  first  employ  private  insurance  as  far  as  it  will  go. — Integrated  with  the  con- 
cept in  (A)  on  the  preceding  page,  is  a  compelling  incentive  for  a  family  to  protect 
itself  as  far  as  possible  with  private  insurance.  Amounts  recovered  from  private 
insurance  are  used  in  full  as  off-sets  for  both  the  individual's  and  the  State's  share 
of  cost  in  relation  to  his  first  "unit  of  expense",  then  his  second  "unit  of  expense", 
etc.  For  example,  a  family  illustrated  in  (a)  with  $10,000  income  encounters 
co-insured  expenses.  But,  this  family  has  private  insurance  from  which  it 
recovered  $5,000.  $2,000  of  such  .  recovery  would  entirely  off-set  the  State's 
$1400  and  his  $600  cost  in  his  first  unit  of  co-insured  expenses.  The  second 
$2,000  of  his  private  plan  recovery  would  entirely  offset  the  State's  $1600  and 
his  $400  cost  in  his  second  unit  of  expense.  The  remaining  $1,000  of  private  plan 
recovery  would  off-set  half  the  cost  in  bis  third  unit  of  expense  (the  State's  $900 
and  his  $100).  Thus,  he  has  benefited  to  the  extent  of  $1100  by  having  a  private 
plan  that  paid  him  $5,000.  But,  because  he  had  the  private  plan  the  State  is 
relieved  of  $3900  of  cost. 
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We  have  had  the  generous  help  of  one  of  the  best  health  insurance  actuarial 
teams  in  the  country.  We  are  satisfied  now  that  each  concept  employed  in  these 
amendments  contributes  in  an  essential  manner  to  the  objective  of  bringing  ade- 
quate health  care  within  the  reasonable  reach  of  all  of  our  people.  We  believe 
that  the  omission  of  any  concept  will  result,  not  only  in  an  unbearable  present 
cost,  hut  of  even  greater  concern,  the  most  powerful  available  force  countering  the 
steepening  rise  in  medical  costs  will  be  lost.  It  is  an  obligation  of  our  legislative 
to  preserve  this  force. 

We  are  told  by  our  actuaries  that  Medicaid  may  be  expected  to  cost  $800,000,000 
a  year  above  private  plan  benefits,  presuming  them  to  all  remain  in  force.  These 
same  authorities  find  that  these  amendment  should  reduce  the  above  figures 
by  $225,000,000  to  $250,000,000,  dropping  the  Medicaid  cost  to  $550,000,000  to 
$757,000,000. 

Medicaid  Amended 
Formula  I. — Annual  family  deductible 


[Computed  on  calendar  year  basis] 


Basis:  Equal  to  Federal  income  tax, 

joint  return,  standard  deduction- 

Percent 

Total  income  of  family  (basis:  line  9, 

Number  of  exemptions 

FIT  on  top 

form  1040) 

income  (4 

exempt) 

1 

4 

8 

$5,000  

603 

306 

i  25(0) 

16 

$6,000  

772 

450 

56 

17 

$7,000-.   

943 

603 

196 

17 

$8,000  

1,114 

772 

354 

19 

$9,000  

1,285 

943 

501 

19 

$10,000  

1,468 

1,114 

658 

19 

$12,000  

1,864 

1,468 

1,000 

19 

$15,000    

2, 485 

2, 062 

1,536 

22 

$17,000   

2,935 

2,485 

1,930 

22 

$20,000  

3,652 

3,160 

2,560 

25 

$22,000  

4,156 

3,652 

3, 010 

25 

$25,000  

4,988 

4,412 

3,736 

28 

$30,000  

6, 524 

5,876 

5,084 

36 

$35,000  

8, 231 

7,529 

6,632 

39 

$40,000  

10, 088 

9, 342 

8,348 

42 

$45,000  

12,095 

11, 285 

10,314 

45 

$50,000    

14, 260 

13,388 

12, 236 

48 

$100,000  

43,882 

37,848 

36,456 

58 

i  Parenthetical  figure  is  actual  income  tax.  $25  is  minimum  deductible  under  plan. 

Note— A.  "Total  Income  of  Family"  is  line  9,  form  1040,  amount(s)  for  all  income  received  within  the 
family. 

B.  For  convenience  of  illustration  deductibles  are  shown  in  reference  to  $1,000  units  of  income.  In  oper- 
ation the  specific  tax  computation  of  Federal  income  tax  would  be  made,  onbasis  of  joint  return  and  standard 
deduction. 

C.  This  deductible  is  a  "corridor,"  that  is,  it  is  to  be  applied  after  benefits  of  any  other  insurance  or  pre- 
payment plan  run  out.  It  may  not  be  offset  by  either  the  deductible  or  the  coinsured  amounts  under  any 
other  plan.  Categories  or  items  of  expense  which  are  excluded  by  other  plans,  but  which  are  covered  by 
medicaid  will  count  toward  medicaid  deductible. 

D.  Health  insurance' premiums,  to  the  amount  paid  by  family  members,  will  offset  the  deductible  (down 
to  its  minimum  of  $25) . 

An  amount  equal  to  20  percent  of  a  family's  net  worth  above  a  certain  excluded  amount  is  to  be  added  to 
the  deductible  determined  by  formula  I. 

Excluded  amount: 

For  head  of  household   $4, 000 

For  each  dependent  T    1,000 

Net  worth  includes  all  assets  such  as  bank  accounts,  securities,  life  insurance  loan  value,  available  value 
through  mortgaging  real  property,  automobiles,  etc.  It  does  not  include  value  of  household  goods,  clothing, 
etc. 

Note.— This  deductible  amount,  where  it  exists,  is  part  of  the  "corridor"  defined  in  note  C. 
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Formula  II. — Coinsurance,  basic  table 
[Applied  on  calendar,  year  basis] 


Total  income  of  family— Line  9,  form  1040 

$5,000  

$6,000  

$7,000  

$8,000  

$9,000  

$10,000  

$11,000  

$12,000  

$13,000    .  

$14,000    

$15,000  

$16,000  

$17,000  

$18,000  

$19,000   

$20,000.  _.  

$21,000  

$22,000  

$23,000  

$24,000  

$25,000  s    

$30,000  

$35,000   

$40,000  

$45,000  

$50,000  


Percent  paid 
by  family 
toward  1st 
"unit  of 
expense"  1 


1  For  any  family  "unit  of  expense"  equals  20  percent  of  that  family's  "total  income."  If  additional  "unit 
of  expense"  is  incurred  lesser  portion  of  expense  is  borne  by  family.   See  formula  II  (a). 

2  Percentage  shown  as  "impact"  is  the.  percentage  shown  in  middle  column,  adjusted  by  Federal  income 
tax  credit  for  tax-deductible  medical  costs.  (New  York  State  income  tax  credit  is  not  included  but.  would 
further  reduce  impact.) 

s  Assume  steady  progression  of  1  percent  for  each  additional  $1,000  of  total  income. 
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Public  Medical  Care  -1 


PEOPLE 

TOTAL  COSTS 

SHARE  OF  COSTS 

Fodaral 

Stats 

Local 

1965 

t.C  million 

1 44*}  million 

*7f  million 

*/7Z  mi  Wen 

$11?  **i.:~on 

1966 

2.0  million 

Public  kV 

ledlcal  C 

iZl7  million 

tare  -2 

*I7I  million 

4 144  milh  'oM 

ELIGIBILITY 

MAXIMUM 

POTENTIAL 
COST 

Incem* 

Saving* 

Insurance 
or  burial 

■  POTENTIALLY 
ELIGIBLE 

1963 

$  5VOO  «t 

*I300 

(*) 

*STOO 

5".  ST million 

f  797  million 

1963 

4>  5YOO 

*!4tS 

S*7  million 

*  g 32  Million 

1966 

iCooo 

*3ooo 

flGOO 

f.O  million 

ft,  031  million 
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Public  Medical  Care-3 

1965 


1966 


FEDERAL  AID-WELFARE  MEDICAL     $221  MILLION 
Medical-Aged 
Old  Age 
Disabled 
Blind 

Dependent  Children 


FEDERAL  AID-WELFARE  MEDICAL  $434  MILLION 

Medical  326 

irer  65  (State  Hosp.)  61 

&  Mental  (Gen.  Hosp.)  23 
lys.  Handicapped  Children  16 

foster  care  Children  5 

Children-Home  Relief  3 


HON- FED. AID  PUBLIC  MEDICAL  $228 

Over  65  (State  Hosp.)  61 

TB  &  Mental  (Gen. Hosp.)  23 
Fhys.  Handicapped  Children  16 

Foster  Care  Children  5 

Children-Hone  Relief  3 

Adults -Home  Relief  10 

Hospital-Only  Care  110 


N- FED. AID  PUBLIC  MEDICAL 


Medical  Care-Adults 
Adults-Home  Relief 
Hospital-Only  Care 


$98  MILLION 


Program  comparison 


1965  program 


Federal  law  19 


New  York  law 


Relative  responsi- 
bility. 


Benefits  and  services. 


Coverage  for  adults 
21  to  65. 


1.  Spouse. 

2.  Parents  for  children. 

3.  Children  for  parents. 


Comprehensive  benefits 
available. 


Nonfederally  reimbursed 
care  furnished  by  State 
and  local  governments 
($228,000,000). 


1.  Spouse. 

2.  Parents  for  children 

under  21. 

3.  Parents  for  disabled 

and  blind  children 
over  21. 

Include  hospital,  out- 
patient, laboratory, 
X-ray,  nursing  home 
and  physicians  services. 
(Comprehensive  bene- 
fits by  1975.) 

No  reimbursement  for 
those  not  related  to 
Federal  categories. 


1.  Spouse. 

2.  Parents  for  children 

under  21. 


Comprehensive  benefits 
available. 


Nonfederally  reimbursed 
care  furnished  by  State 
and  local  governments 
($98,000,000). 


Chart  3 


Source 

Rockefeller 
1967  budget 

Wyman 

1966  budget 

1966  cost, 
actual 

1965  cost, 
actual 

Federal  Government   

$236, 888,000 
210,  560, 000 
210, 560,000 

$278,000,000 
250,000, 000 
210,000,000 

$217,000, 000 
171,000,000 
144,000, 000 

$120, 000, 000 
115, 001, 000 
115, 000,000 

$79,000, 000 
172, 000,000 
198,000,000 

State  government   

Local  government  

Total.   

658,008,000 

738,000, 000 

532,000, 000 

350,  000, 000 

449, 000,000 
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Exhibit  V 
Medicaid  Amendments 
background 

Prior  to  the  preparation  of  proposed  amendments  to  the  current  Medicaid 
program,  consideration  was  given  certain  basic  criteria.    These  criteria  are : 

1.  For  any  program  affecting  a  large  portion  of  the  population  of  the  state, 
which  has  an  appreciable  affect  on  the  medical  and  dental  professions  and  the 
medical  well  being  of  the  people,  and  which  will  directly  affect  taxes,  firm  con- 
trol must  be  maintained  by  the  state  legislature. 

2.  The  rules  for  the  Medicaid  program  must  be  sufficiently  clear  as  to  be  un- 
derstandable by  the  people  who  are  potentially  eligible.  These  rules  should  be 
designed  so  as  to  effectively  reduce  the  administrative  portion  of  the  costs  of  the 
plan. 

3.  The  program  should  be  designed  so  as  to  eliminate  "negative  incentives" 
for  families  desiring  to  improve  their  economic  status. 

4.  The  use  of  private  or  group  insurance  should  be  encouraged,  although  not 
made  compulsory. 

5.  In  determination  of  eligibility,  the  Medicaid  program  should  not  discrimi- 
nate against  the  type  of  savings  or  investment  assets  a  family  or  household  pos- 
sesses. 

6.  Eligibility  for  medical  assistance  should  be  determined  on  a  calendar  year 
basis,  rather  than  a  monthly  basis. 

7.  The  program  should  be  so  constructed  as  to  minimize  the  possibilities  of 
manipulation. 

8.  Certain  household  groups  with  limited  income  and  resources  may  be  unable 
to  pay  any  portion  of  their  medical  expenses. 

9.  As  income  increases  within  a  household  of  a  given  number  of  persons,  their 
ability  to  pay  medical  expenses  increases. 

10.  Where  a  household  can  afford  to,  it  should  pay  all  or  a  portion,  above 
certain  minimum  levels,  of  each  medical  expense  incurred. 

11.  Provision  should  be  contained  in  the  program  to  prevent  families  or  house- 
holds of  some  means  from  being  reduced  to  the  poverty  level  in  the  event  of 
catastrophic  medical  expenses. 

12.  Above  certain  minimum  levels,  some  portion  of  a  family's  or  household's 
assets  should  be  expended  for  medical  hardships  before  they  receive  medical 
assistance. 

The  Medicaid  amendments  being  prepared  on  the  following  pages  are  based 
upon  these  criteria. 


Exhibit  VI 

[Reprinted,  with  permission  from  the  Journal  of  the  American  Medical  Association, 

Apr.  8,  1961]; 

The  Coming  Din  of  Inequity 

(By  Ray  M.  Peterson,  vice  president  and  associate  actuary,  the  Equitable 
Life  Assurance  Society  of  the  United  States) 

A  great  national  debate  is  now  in  progress  as  to  the  issue  of  providing  medi- 
cal care  and  hospital  benefits  under  the  social  security  system.  That  debate  can 
be  pursued  intelligently  and  wisely  only  if  we  understand  the  true  nature  and 
implications  of  the  social  security  financing  mechanism.  Advocates  of  the  social 
security  approach  assert  that  it  is  best  because  the  social  security  financing 
mechanism  is  "time-tested"  and  "tried  and  proved." 1  In  my  opinion  this  is 
not  so.  The  social  security  financing  mechanism  has  not  yet  met  the  test  of  time ; 
its  crucial  tests  still  lie  ahead.  To  argue  otherwise  either  reveals  an  inaccurate 
or  incomplete  conception  of  the  true  nature  of  the  social  security  financing 
mechanism  or  suggests  a  willful  attempt  to  distort  and  misrepresent. 


1  Meany,  G.  :  Report  of  President's  Commission  on  National  Goals,  Goals  for  Americans, 
Englewood  Cliifs,  N.J.  :  Prentice-Hall,  Inc.,  1960,  p.  30  ;  Rockefeller,  N.  :  Governor's  1961 
Message,  New  York  Times,  Jan.  5,  1961  ;  Democratic  Party  Platform  Committee,  C. 
Bowles,  Chairman  :  Text  of  Abbreviated  Platform.  New  York  Times,  July  13,  1960. 
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One  purpose  of  this  paper  is  to  set  the  record  straight  by  portraying  an  ac- 
curate picture  of  the  financing  mechanism  as  now  operating  and  by  exposing  the 
distortion  and  misrepresentation,  no  matter  what  its  origin.  Another  purpose, 
and  the  main  one,  is  to  show  that  there  are  excellent  reasons  for  grave  concern 
as  to  the  probable  ultimate  effects  of  continued  distortion  and  misrepresentation 
by  interpreters  of  the  Social  Security  Act,  by  statements  of  inadequately  in- 
formed members  of  Congress,  and  even  by  publications  of  the  Social  Security 
Administration  itself. 

Such  concern  arises  because  the  public  is  being  given  the  false  impression  that 
our  social  security  program  has  many  of  the  unique  attributes  of  voluntary  pri- 
vate insurance — attributes  which  the  American  people  have  come  to  value  highly. 
When  the  American  people  ultimately  come  to  know  that  the  nature  of  our  social 
security  program  is  distinctly  different,  a  rude  awakening  may  well  occur,  one 
which  could  have  important  political  and  economic  consequences.  Will  the 
youngsters  of  the  future  protest  what  the  oldsters  of  this  generation  have  voted 
for  themselves?  During  the  decade  ahead,  will  we  oldsters,  as  we  seek  to  enjoy 
our  social  security  benefits,  hear  a  rising  clamor  of  unfairness — a  din  of  in- 
equity ?  Let  us  examine  the  situation  that  is  building  up. 

BACKGROUND  INFORMATION 

Here  is  some  vital  background  information.  In  financing  a  national  old-age 
pension  program,  there  are  possible  two  approaches  as  extremes — "pay-as-you- 
go"  and  full  reserve — and  an  infinite  number  of  combinations  of  the  two. 

"Pay-as-you-go"  financing,  as  the  term  is  used  in  the  field  of  social  insurance, 
means  that  the  Government  raises  currently  through  taxes  just  enough  funds  to 
pay  the  cost  of  benefits  currently  due.  No  reserve  is  accumulated ;  no  element  of 
prepayment  is  involved ;  money  is.  raised  as  and  after  payees  become  eligible  to 
receive  benefits.  In  this  latter  sense  (i.e.,  relative  to  the  time  persons  become 
eligible  for  benefits)  "pay-as-you-go"  is  really  a  postpaid  system  of  financing. 

Full  reserve  financing,  on  the  other  hand,  is  a  prepaid  system  of  financing.  All 
benefits  are  fully  paid  for  or  financed  during  the  year  prior  to  the  time  they  are 
entered  upon.  Under  full  reserve  financing,  the  dollar  sum  of  all  payments  into 
the  fund,  together  with  the  interest  income  earned  from  its  investment,  is  suffi- 
cient to  pay  off  all  liabilities  for  guaranteed  or  promised  benefits.  No  benefits 
are  promised  beyond  what  can  be  provided  for — any  given  point  in  time — by  pay- 
ments into  the  fund,  plus  interest  earned. 

Full  reserve  financing  in  the  field  of  private  insurance  is  the  test  of  actuarial 
soundness,  and  it  is  the  only  concept  of  actuarial  soundness  with  which  the 
American  people  are  generally  familiar.  The  actuarial  soundness  of  private 
insurance  is  assured  by  the  use  of  insurance  principles ;  any  fiscal  soundness  (not 
actuarial)  possessed  by  social  insurance  depends  mainly  on  the  taxing  power  of 
the  Government.  To  call  a  social  insurance  program  actuarially  sound  just 
because  income  balances  outgo  is  to  misuse  the  term. 

Two  other  important  points  need  to  be  made.  One  is  that  under  voluntary  pri- 
vate insurance,  the  principle  of  individual  equity  is  preserved;  i.e.,  there  is  a  di- 
rect relationship  between  contributions  and  benefits ;  one  receives  as  insurance 
or  annuity  coverage  precisely  what  one  pays  for.  This  is  rarely  the  case  under  a 
social  insurance  program.  There  a  new  concept,  called  social  adequacy,  prevails. 
As  defined  by  R.  A.  Hohaus,2  in  1942 :  The  measure  of  protection  should  be  "social 
adequacy"  for  the  insured  and  their  families — that  is,  it  should  represent,  as  far  as 
practicable,  a  basic  layer  of  protection.  "Social  adequacy"  usually  makes  it  im- 
practical to  have  "individual  equity"  for  the  insured  in  the  sense  of  a  mathe- 
matical quid  pro  quo  return  on  account  of  the  contributions  made  by  or  on  behalf 
of  the  individual.  A  socially  adequate  benefits  provides  an  income  sufficient  as 
basic  protection  against  want  and  destitution,  and,  consequently,  may  be  much 
more,  or  even  much  less,  than  an  "equity"  benefit. 

TRUE  NAf  URE  OF  SOCIAL  SECURITY  FINANCING 

Now,  let  us  establish  the  true  nature  of  our  social  security  financing  mecha- 
nism. Envolving  through  a  political  process,  there  has  been,  beginning  with  the 
1939  Amendments,  a  continuing  shift  away  from  substantial  individual  equity 


2  Hohaus,  R.  A.  :  Social  Insurance  In  a  Democracy,  Proceedings  of  American  Life  Conven- 
tion^ Oct.  7,  1942,  Chicago. 
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toward  social  adequacy,  and  the  financing  method  has  become  a  mixture  of  full 
reserve  financing  and  "pay-as-you-go."  with  the  latter  far  outweighing  the  former. 
All  this  has  been  clearly  stated  by  the  Chief  Actuary  of  the  Social  Security  Ad- 
ministration.3 With  respect  to  the  gradually  emerging  philosophy  of  benefits,  the 
Chief  Actuary  said : 

"The  issues  of  underlying  philosophy  for  an  old-age  benefit  formula  under  the 
social  insurance  approach  have  been  summed  up  in  the  expression  'individual 
equity  versus  social  adequacy.'  It  was  generally  recognized  that  individual 
equity  is  of  paramount  importance  in  administering  voluntary  old-age  insurance 
on  a  sound  financial  basis  since  each  individual  has  the  right  to  purchase  insur- 
ance or  not  as  he  wishes.  However,  under  a  governmental  social  insurace  plan, 
individual  equity  in  the  relationship  of  the  individual's  future  benefit  to  his  cur- 
rent contribution  is  not  essential  to  financial  soundness,  since  the  individual  has 
no  choice  as  to  being  covered  or  as  to  his  rate  of  benefits  or  contributions. 

"The  issue  was  resolved  in  the  1939  Amendments  by  a  major  change  in  em- 
phasis, as  a  result  of  which  the  old-age  benefit  formula  is  based  largely  on  the 
adequacy  concept — and  thus  to  only  a  small  extent  on  the  equity  concept." 

Then,  as  to  the  financing  method,  he  added  : 

"The  principles  upon  which  to  base  the  financing  of  old-age  and  related  bene- 
fits in  a  social  insurance  system  have  been  discussed  at  great  length  both  in  this 
country  and  abroad. .  .  . 

"This  debate  was  especially  active  early  in  the  development  of  our  old-age  in- 
surance system,  when  the  size  of  the  fund  to  be  accumulated  was  a  burning 
question.  As  is  often  the  case  in  this  country,  the  answer  was  arrived  at  through 
a  pragmatic  political  process  rather  than  through  a  theoretical  philosophical 
process.  And,  as  is  also  often  the  case,  the  pragmatic  process  has  resulted  in  an 
answer  which,  to  date  at  least,  has  worked  out  satisfactorily.  Just  as  the  bene- 
fit formula  is  a  blend  of  equity  and  adequacy,  with  much  greater  emphasis  on  the 
latter,  so  is  the  financing  method  a  blend  of  'reserve'  and  'pay-as-you-go,'  with 
the  latter  having  the  greater  weight.  .  .  ." 

Are  these  blends  so  bland  as  to  blind  us  to  blunders?  There  is  grave  danger  of 
this. 

Let  us  turn  now  to  another  authoritative  source,4  which  describes  the  "pay- 
as-you-go"  nature  of  our  financing  method  and  shows  that  an  individual's 
benefits  are  not  financed  by  his  own  contributions  but  by  the  contributions  of 
others.  In  an  opinion  handed  down  on  June  20,  1960,  the  Supreme  Court  of  the 
United  States  had  this  to  say  : 

"The  program  is  financed  through  a  payroll  tax  levied  on  employees  in  cov- 
ered employment,  and  on  their  employers.  .  .  .  The  tax  proceeds  are  paid  into 
the  Treasury  'as  internal-revenue  collections,'  .  .  .  and  each  year  an  amount 
equal  to  the  proceeds  is  appropriated  to  a  Trust  Fund,  from  which  benefits  and 
the  expenses  of  the  program  are  paid.  .  .  . 

"Persons  gainfully  employed,  and  those  who  employ  them,  are  taxed  to  per- 
mit the  payment  of  benefits  to  the  retired  and  disabled,  and  their  dependents. 
Plainly  the  expectation  is  that  many  members  of  the  present  productive  force 
will  in  turn  become  beneficiaries  rather  than  supporters  of  the  program.  But 
each  worker's  benefits,  though  flowing  from  the  contributions  he  made  to  the 
national  economy  while  actively  employed,  are  not  dependent  on  the  degree  to 
which  he  was  called  upon  to  support  the  system  by  taxation." 

In  Great  Britain,  the  national  pension  scheme  was  recently  modified  so  as  to 
bear  considerable  resemblance  to  ours  both  as  to  benefit  formula  and  financing 
method.    A  recent  British  observer 5  had  this  to  say : 

"The  Conservative  scheme  is  dignified  with  the  actuarial  name  'assess- 
mentism'  (the  cost  of  the  pensions  is  assessed  annually  and  the  contributions 
to  pay  them  arranged  accordingly),  or  in  common  parlance  'pay  as  you  go'; 
the  future  pensioner  is  paying  for  existing  pensions  and  will  in  turn  have  to 
trust  to  a  future  generation  of  taxpayers  in  his  retirement. 


8  Myers,  R.  J. :  Methodology  Involved  in  Developing  Long-Range  Cost  Estimates  for  Old- 
Age,  Survivors,  and  Disability  Insurance  System.  Actuarial  Study  No.  $9,  U.S.  Depart- 
ment of  Health.  Education,  and  Welfare,  Social  Security  Administration,  Division  of  the 
Actuary.  May  1959. 

^Flemming  v.  Nestor,  363  U.S.,  p.  609  (1960). 

5  Seldon,  A.  :  Pensions  for  Prosperity,  Hobart  Paper  k,  Institute  of  Economic  Affairs,  Lon- 
don, 1960. 
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"What  is  the  employee's  security  in  a  state  scheme?  It  accumulates  no 
fund;  the  money  he  pays  in  goes  out  almost  at  once  to  pensioners;  when  he 
retires  he  will  have  to  rely  on  the  contributors  and  taxpayers,  on  the  value  of 
money,  on  the  Government,  on  the  economic  and  social  climate,  and  on  world 
conditions  which  the  Government  cannot  control.  If  employees  were  told  these 
things  would  there  be  an  overwhelming  vote  for  state  pensions?  For  'pay  as 
you  go'  they  might  read  'hope  as  you  pay.'  " 

For  the  years  1956  through  1965,  tax  collections  for  Old  Age,  Survivors,  and 
Disability  Insurance  (OASDI)  will  total  $115.1  billion  and  OASDI  benefits 
and  expenses  will  total  $114.5  billion.6  These  figures  clearly  show  that  we  are 
now  almost  completely  on  a  "pay-as-you-go"  or  "hope  as  you  pay"  basis. 

A  PEBMANENT  AND  GROWING  DEBT 

Now,  let  us  return  to  the  terms  "individual  equity"  and  "social  adequacy." 
What  is  their  significance?  Individual  equity,  remember,  equates  contribu- 
tions (or  taxes,  employee's  and  employer's  combined)  and  benefits;  the  benefit 
is  earned  by  the  contribution.  A  socially  adequate  benefit,  however,  may  be 
more  or  less  than  an  equity  benefit.  The  fact  is  that,  for  the  vast  majority  of 
present  members  of  the  OASDI  system,  benefits  will  be  much  greater  than  an 
"equity"  benefit.  An  income  that  meets  social  needs  includes  a  large  element 
of  unearned  benefit  or  unearned  increment  for  most  of  the  present  members. 
But  the  pendulum  swings  the  other  way  for  the  youngest  members  and  for  all 
new  entrants.    Social  adequacy  for  some  means  individual  inequity  for  others. 

The  decided  swing  away  from  substantial  individual  equity  toward  social 
adequacy  which  began  with  the  1939  Amendments  has  been  accelerated  since 
1939.  This  has  been  the  result  of  deferring  scheduled  tax  increases,  extending 
coverage  to  new  groups,  and  increasing  benefits  for  both  retired  and  nonretired 
groups  without  increasing  the  taxes  with  respect  to  them  by  an  amount  suffi- 
cient to  cover  the  cost  of  their  increased  benefits. 

One  need  not  be  an  actuary  to  realize  that  if  large  classes  of  persons  re- 
ceive benefits  of  greater  value  than  the  taxes  paid  with  respect  to  them,  then 
somebody  else  must  pick  up  the  tab.  The  unearned  benefits  are  in  one  sense  a 
subsidy  which  the  older  generation  has  voted  for  itself,  and  in  another  sense 
a  debt  representing  the  present  worth  of  the  subsidy  which  that  same  gener- 
ation has  assigned  to  younger  generations  for  service  or  payment.  In  view  of 
Section  1104  of  the  Social  Security  Act  giving  Congress  "the  right  to  alter, 
amend,  or  repeal  any  provision"  of  the  Act,  this  debt  does  not  have  the  same 
legal  character  as  the  national  debt  represented  by  Government  bond  promises 
to  pay,  but  if  social  security  promises  are  to  be  honored,  the  debt  is  just  as  real 
as  the  national  debt.  The  younger  generations  can  either  pay  off  the  debt  or 
they  can  settle  for  just  paying  the  interest  on  it.  Under  the  present  system  of 
self-support  through  payroll  taxes,  these  are  the  only  two  choices  seemingly 
open  to  them,  short  of  congressional  repeal. 

But,  is  it  that  simple?  Are  there  really  two  choices?  The  great  emphasis 
on  social  adequacy  has  some  very  disturbing  implications. 

The  first  is  the  dawning  realization  that  we  have  but  one  choice,  and  that 
choice  is  to  pay  the  interest  on  the  debt  forever,  since  the  debt  is  permanent! 
The  only  way  the  debt  can  be  reduced  is  to  have  a  given  generation  of  workers 
build  up  a  huge  reserve  fund  (over  and  above  present  payments)  solely  for 
that  purpose.  To  expect  this  to  happen  is  to  be  politically  and  economically 
unrealistic.  With  no  reserve  fund  in  sight  to  reduce  the  debt,  the  burden  being 
passed  on  to  future  generations  is  permanent.  It  is  not  something  that  will 
somehow  work  itself  out,  or  go  away ;  it  is  not  an  actuarial  fantasy. 

Second,  not  only  is  the  debt  permanent,  but  the  burden  being  passed  on  to 
future  generations  is  a  growing  one.  Under  the  1956  Act,  the  debt  arising  out 
of  the  unearned  increments  was  estimated  to  be  $269  billion.7    This  is  the  dif- 


6  Myers.  R.  J.  :  Actuarial  Cost  Estimates  and  Summary  of  Provisions  of  Old-Age,  Survivors, 
and  Disability  Insurance  System  as  Modified  by  Social  Security  Amendments  of  1960, 
prepared  for  use  of  Committee  on  Ways  and  Means,  U.S.  Government  Printing  Office, 
1960. 

7  Eong-Range  Cost  Estimates  for  Old-Age.  Survivors,  and  Disability  Insurance  under 

1956  Amendments,  Actuarial  Study  No.  48,  U.S.  Department  of  Health,  Education,  and 
Welfare,  Social  Security  Administration,  Division  of  the  Actuary,  Aug.  1958. 
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ference  between  (a)  the  present  worth,  $486  billion,  of  all  future  benefits  and 
expenses  for  all  persons  then  OASI  members  and  (&)  the  sum  of  the  present 
worth,  $194  billion,  of  all  future  taxes  with  respect  to  such  members  and  the 
trust  fund,  $23  billion.  The  corresponding  present  worth  of  unearned  incre- 
ments at  the  end  of  1958  was  $289  billion.8  Estimates  of  the  writer,  based  on 
available  data,  show  the  debt  growing  from  about  $150  billion  under  the  1952 
Act  to  $200  billion  under  the  1954  Act,  and  on  to  about  $300  billion  under  the 
1958  Act.    The  1960  Act  will  produce  some  further  increase. 

Third — and  most  serious  of  all — because  of  this  debt,  employee  and  employer 
taxes  with  respect  to  the  average  new  entrant  will  always  exceed  the  value  of  the 
benefits  such  a  new  member  will  receive.  The  constant  combined  employer-em- 
ployee tax  rate  estimated  as  sufficient  to  pay  for  all  future  benefits  was  7.00%  9 
of  taxable  payrolls  under  the  1954  Act.  Of  this,  4.60%  was  needed  to  support 
benefits  for  the  average  new  entrant,  and  2.40%  was  interest  on  a  debt  of  about 
$200  billion.  Under  the  1958  Act,  such  tax  rate  requirement  was  about  8.75%, 8 
of  which  5.25%  was  needed  for  a  new  entrant  and  3.50%  for  interest  on  a  debt  of 
about  $300  billion.  Under  the  1954  Act,  the  value  of  total  new  entrant  taxes  Was 
152%  of  the  value  of  the  benefits  (7.00  divided  by  4.60)  ;  under  the  1958  Act  this 
became  166%%  (8.75  divided  by  5.25).  There  is  no  intrinsic  reason  why  this 
percentage  cannot  exceed  200%.  At  this  point,  the  average  new  employee,  alone, 
more  than  pays  his  own  way.  Today,  the  average  new  self-employed  person  is 
paying  20%  more  than  the  value  of  his  benefits.  The  taxes  payable  by  and  in 
respect  of  the  new  entrant  must  forever  be  greater  in  value  than  the  value  of 
the  benefits  that  the  new  member  will  receive.  The  price  of  social  adequacy 
is  perpetual  individual  inequity. 

When  the  magnitude  of  this  individual  inequity  becomes  more  fully  under- 
stood, will  a  "din  of  inequity"  arise?  Will  there  be  a  demand  for  support  from 
general  revenues?  Will  there  be  a  refusal  to  pay  increased  social  security  taxes? 
Will  there  be  a  demand  for  reduction  of  benefits  ?  Will  an  employer  ask  a  private 
insurance  company  whether  he  can  obtain  larger  benefits  for  new  employees 
with  the  same  joint  employer-employee  contributions?  If  he  should  ask  me,  this 
is  what  I  would  have  to  say.  "About  80%  of  joint  employee-employer  taxes  in- 
volving your  new  employees  is  for  old-age  benefits  for  the  employee,  his  wife  or 
widow.  The  remaining  20%  is  for  survivor  and  disability  benefits  before  retire- 
ment. Depending  upon  the  marital  status  and  the  sex  of  your  new  employees 
and  the  rate  of  earnings,  this  80%  of  taxes  would  buy  under  an  Equitable  group 
annuity  contract,  at  our  present  rates,  JfO%  to  60%  more  in  old-age  benefits  than 
are  provided  under  the  OASI  system." 

The  foregoing  situation  would  be  further  aggravated  if  more  is  added  to  this 
unearned-increment  debt  by  deferral  of  scheduled  tax  increases  and  by  benefit 
increases  without  fully  compensating  tax  increases  with  respect  to  those  receiving 
the  benefits.  This  is  to  be  expected  because  the  1958  Advisory  Council  on  Social 
Security  Financing  questioned  whether  the  1969  tax  increase  should  go  into 
effect,  and  benefits  are  almost  certain  to  be  increased  by  Congress. 

TRUST  FUND  VS.  VALUE  OF  CURRENT  BENEFITS 

The  shift  in  principle  from  individual  equity  to  social  adequacy  and  from  "full 
reserve"  emphasis  to  "pay-as-you-go"  financing  is  vividly  reflected  by  the  change  in 
the  relationship  between  the  amount  of  the  Old  Age  and  Survivors  Insurance 
(OASI)  Trust  Fund  and  the  value  of  the  benefits  for  persons  currently  on  the 
benefit  rolls  (Disability  Benefits  and  Trust  Fund  excluded).  The  following 
table  shows,  for  example,  that  if  taxes  had  ceased  in  1950,  the  trust  fund  would 
have  covered  113%  of  the  benefits  promised  for  the  future  for  those  then  in  receipt 
of  payments;  but  if  taxes  should  cease  in  1965,  it  is  estimated  that  only  20% 
of  the  benefits  for  those  then  on  the  rolls  would  be  covered,  with  no  provision  for 
those  not  on  the  rolls. 


8   Actuarial  Cost  for  Long-Range  Social  Insurance  Benefits,  Proceedings  of  Confer- 

ence of  Actuaries  in  Public  Practice,  Vol.  IX,  p.  337. 

9  Peterson,  R.  M.  :  Misconceptions  and  Missing  Perceptions  of  our  Social  Security  System 
(Actuarial  Anesthesia),  Transactions  of  the  Society  of  Actuaries,  Volume  XI,  Nov., 
1959,  pp.  820,  898. 
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Relation  of  trust  fund  to  value  of  benefits  in  current  payment  status 


[In  billions  of  dollars] 


(1) 

(2) 

(3) 

(4) 

Value  of 

Ratio  of 

Year 

Trust  fund 

benefits 

(2)  to  (3) 

(percent) 

1945  

$7.12 
13.72 
21.66 
20. 15 
23. 14 

$2. 31 
12. 10 
39.32 
88. 28 
114. 23 

309 
113 
55 
23 
20 

1950    

1955  

1960  

1965    

1  Estimates  based  on  (a)  Annual  Statistical  Supplement,  1958,  Social  Security  Bulletin;  (6)  "Present  Val- 
ues of  OASI  Benefits  in  Current  Payment  Status,  1940-1956,"  Actuarial  Study  No.  45,  U.S.  Department 
of  Health,  Education,  and  Welfare,  Social  Security  Administration,  Division  of  the  Actuary;  and  (c) 
Reference  6. 


In  the  20th  Annual  Report 10  of  the  Trustees  of  the  OASDI  funds,  an  estimate 
is  made  of  the  progress  of  the  OASI  Trust  Fund  "in  the  unlikely  event  of  a  sharp 
reduction  in  the  level  of  economic  activity  during  calendar  years  1960-1964,  with 
a  relatively  high  rate  of  unemployment  during  the  entire  period."  Based  on 
these  estimates,  the  OASI  Trust  Fund  would  drop  to  only  10%  of  the  value  of 
benefits  current  in  1964 ! 

EXPANSION   BEYOND   SOCIAL  ADEQUACY 

We  have  observed  the  growth  of  unearned  increments  and  the  departure  from 
individual  equity  in  the  name  of  social  adequacy.  For  a  social  insurance  system 
established  to  provide  only  a  minimum  basic  coverage  as  protection  against  want 
and  destitution,  this  is  fully  justified.  It  is  in  harmony  with  the  1937  Supreme 
Court  decision  which  declared  the  system  constitutional  as  a  welfare  measure. 
The  advocates  of  great  expansion  of  social  programs,  however,  have  now  dropped 
the  adjective  "social"  and  speak  only  of  adequacy.  Here  are  proposals  for  de- 
parture from  social  adequacy  to  higher  orders  of  "adequacy." 

Professor  Wilbur  Cohen  n  of  the  University  of  Michigan  ( now  Assistant  Sec- 
retary of  Health,  Education,  and  Welfare)  recently  said  we  must  develop  a 
concept  of  "greater  adequacy."  Speaking  of  the  50-50  payroll  tax  financing,  he 
said  that  there  was  no  reason  why  it  could  not  be  40-60,  or  have  the  govern- 
ment make  a  substantial  contribution. 

Nelson  H.  Cruikshank,12  Director  of  the  AFL-CIO  Department  of  Social  Secur- 
ity, recently  wrote : 

"The  proportion  of  present  earnings  that  is  represented  by  benefits  on  retire- 
ment must  be  materially  increased  for  workers  in  the  middle  and  upper  income 
brackets.  A  worker  with  average  wages  in  industry  today  receives  only  about  30 
percent  of  his  present  earnings.  In  order  to  keep  pace  with  the  rising  levels  of 
living  and  to  maintain  confidence  of  the  system  on  the  part  of  those  in  the  middle 
and  upper  wage  ranges,  he  should  receive  25  years  from  now,  or  sooner,  at  least 
60  percent  of  his  earnings  on  retirement." 

(Based  on  a  current  average  wage  of  $4600,  the  primary  amount  is  about  32% 
for  an  employee,  and  the  total  benefit  for  a  married  couple  is  48%. ) 

These  proposals  go  far  beyond  the  concept  of  social  adequacy.  Their  enact- 
ment could  increase  the  permanent  social  security  debt  to  more  than  one-half 
trillion  dollars. 

TRUE  NATURE  OF  SOCIAL  SECURITY  RIGHTS 

The  true  nature  of  social  security  rights  has  been  well  stated  by  the  Solicitor- 
General  of  the  United  States  and  by  the  Supreme  Court  of  the  United  States. 


10  20th  Annual  Report  of  Board  of  Trustees  of  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund  and  Federal  Disability  Insurance  Trust  Fund,  U.S.  Government  Printing 
Office,  1960,  p.  28. 

11  Cohen,  W.  J. :  Frontiers  in  Social  Security,  highlights  of  remarks  at  dinner  meeting  May 
7,  1959,  sponsored  by  Washington  Chapter  of  the  Industrial  Relations  Research  Associa- 
tion, unpublished. 

12  Cruikshank,  N.  H. :  Social  Security  Challenge  of  Next  25  Years,  AFL-CIO  American 
Federationdst,  Aug.  1960. 
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Solicitor-General : 13  ".  .  .  social  security  must  be  viewed  as  a  welfare  instru- 
ment to  which  legal  concepts  of  'insurance,'  'property,'  'vested  rights,'  'annuities,' 
etc.,  can  be  applied  only  at  the  risk  of  a  serious  distortion  of  language.  We  are 
dealing  with  a  social  instrument  by  which  public  action,  involving  compulsion,  is 
invoked  to  deal  with  the  social  problem — the  lack  of  basic  economic  security  of 
large  segments  of  our  society.  An  understanding  of  the  difficult  and  changing 
problems  of  public  policy  arising  out  of  attempts  to  eliminate  individual  or  family 
insecurity  on  a  national  scale  will  be  obscured  by  Procrustean  efforts  to  force  the 
social  security  program  into  the  mold  of  inappropriate  analogies." 

Supreme  Court : 14  "The  Social  Security  system  may  be  accurately  described 
as  a  form  of  social  insurance,  enacted  pursuant  to  Congress'  power  to  'spend 
money  in  aid  of  the  "general  welfare"  ...  It  is  apparent  that  the  non-contractual 
interest  of  an  employee  covered  by  the  Act  cannot  be  soundly  analogized  to  that 
of  the  holder  of  an  annuity  whose  right  to  benefits  are  bottomed  on  his  con- 
tractual premium  payments.' " 

INACCURATE  PRIVATE   INSURANCE  PARALLELS 

Space  will  permit  only  a  few  illustrations  of  statements  which  seek  to  liken 
social  security  to  private  insurance.    (Emphasis  has  been  added.) 

/.  Members  of  Congress 

Congressman  (now  Senator)  Keating:15  "it  has  always  been  my  feeling  that 
since  social  security  is  essentially  an  insurance  system,  there  should  be  no  limit 
on  the  amounts  which  beneficiaries  can  earn,  and  still  receive  benefits  ...  it  is  my 
feeling  the  ceiling  should  be  removed  entirely." 

Senator  Proxmire : 16  "The  fact  is  that  this  is  an  insurance  system.  This  is  a 
premium  that  he  is  paying.  His  employer  is  paying  a  part  of  the  premium.  It 
is  entirely  different  from  income  tax.  It  is  a  benefit  that  comes  back  to  him. 
He  is  buying  something  for  himself." 

Senator  Douglas: 17  "I'm  in  favor  of  eliminating  completely  the  limit  on  earn- 
ings of  OASI  recipients.  To  require  all  those  getting  OASI  payments  to  give 
up  gainful  employment  is,  in  reality,  attaching  a  condition  to  insurance  which 
they  themselves  have  bought." 

Senator  (now  President)  Kennedy18  (campaign  statement)  :  "I  believe,  with 
Governor  Rockefeller,  that  people  should  be  able  to  save  for  the  medical  care 
of  their  retirement  years  in  the  same  way  that  they  set  aside  money  for  other 
needs — through  the  social  security  system.  My  health  plan  would  extend  to  our 
older  citizens  a  life  policy  of  paid-up  medical  insurance.  It  would  afford  them 
hospital  benefits,  nursing  home  benefits  and  x-rays  and  laboratory  tests  on  an 
out-patient  basis. 

"It  would  allow  people  to  provide  for  the  costs  of  their  retirement  while  they 
work — so  that  their  needs  could  be  met  in  later  years  without  burdening  their 
children." 

It  is  evident  from  the  earlier  analysis  in  this  paper  that  the  social  security 
financing  mechanism  is  not  a  savings  system,  that  the  granting  of  unearned  incre- 
ments creates  a  debt  that  employees  and  employers  of  the  future  must  cope  with  in 
perpetuity,  and  the  Supreme  Court  opinion  makes  clear  that  there  would  be  no 
such  document  as  a  "life  policy  of  paid-up  medical  insurance." 

77.  Social  Security  Officials  and  Department  Statements 

Robert  M.  Ball,19  Deputy  Director  of  the  Bureau  of  OASI  (in  defense  of  the 
policy  of  fixing  social  security  taxes  without  any  initial  income  bracket  exemp- 


!3  Flemming  v.  Nestor,  363  U.iS.  603,  Appellant's  Brief,  p.  68. 
14  Ref .  4,  pp.  609-610. 

13  Keating,  K.  B.  :  Statement,  Hearings    before  Committee  on  Ways  and  Means,  House  of 

Representatives,  Eighty-Fifth  Congress,  second  session  on  all  titles  of  Social  Security 

Act.  U.S.  Government  Printing  OiRce,  1958.  p.  1075. 
16  Proxmire,  W.  :  Statement,  Hearings  before  Committee  on  Ways  and  Means,  House  of 

Representatives,  Eighty-Fifth  Congress,  second  session  on  all  titles  of  Social  Security 

Act,  U.S.  Government  Printing  Office,  195S,  p.  149. 
"Douglas,  P.  H.  :  Quoted  in  The  Christian  Science  Monitor,  Sept.  17,   1957,  "The  Reader 

Writes"  :  "OASI  Payments,"  letter  from  A  L.  Dunn,  New  Orleans. 

18  Kennedy,  J.  F.  :  YOU  Asked  Them  :  They've  Answered  :  Medical  Care  for  Aged,  Daily 
News  (New  York),  Nov.  4,  1960. 

19  Ball,  R.  M.  :  Statement  made  by  Deputy  Director  of  Bureau  of  01d,-Age  and  Survivors 
Insurance  of  Social  Security  Administration  to  Prof.  R.  M.  Clark,  quoted  in  Economic 
Security  for  Aged  iri  United  States  and  Canada,  Report  prepared  for  Government  of  Can- 
ada, 1959. 
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tion)  :  "The  argument  as  used  in  the  United  States  for  such  a  policy  under  Old- 
Age  Insurance  is  that  the  contributions,  though  legally  a  tax,  are  a  premium  for 
social  insurance  benefits." 

Charles  M.  Schottland20  (formerly  Social  Security  Commissioner)  :  "Medical 
care  for  the  aged  can  best  be  approached  through  the  social  insurance  route. 
Nine  out  of  ten  persons  reaching  age  65  today  are  eligible  for  OASI  benefits. 
They  have  paid  for  these  benefits  through  a  tax  system  which  has  been  proved 
workable  and  financially  sound." 

Insurance  For  You  and  Your  Family  (1952): 21  "Your  account  number  on 
your  social  security  card  identifies  your  old-age  and  survivors  insurance  ac- 
count. Your  card  is  the  symbol  of  your  insurance  policy  under  the  Federal 
social  security  law." 

Social  Security  Administration  Release  of  November,  1959:  "Beginning  Janu- 
ary 1,  1960,  50$  more  social  security  tax  on  every  $100  you  earn  (and  50$  more 
from  your  employer)  .  .  .  provide  monthly  payments  for  you  and  your  family 
at  retirement,  or  when  you  are  between  age  50  and  65  and  severely  disabled.'' 

III.  Writers 

Arthur  Larson  : 22  "Social  security  is  a  combination  of  old-age  pensions,  dis- 
ability insurance,  and  life  insurance.  The  'premium'  for  this  combination  of 
benefits  is  a  payroll  tax  of  5%  on  your  wages  up  to  $4800  a  year  

" Social  security  is  based  on  the  same  principle  as  private  insurance,  with  vari- 
ations to  accomplish  its  social  purpose  and  to  keep  it  inexpensive. 

"Social  security  differs  in  important  ways  from  commercial  annuities  and 
private  life  and  disability  insurance,  but  the  general  idea  is  the  same.  The  idea 
is  that  contributions  are  made  by  you  (and  on  your  behalf  by  your  employer), 
in  return  for  which  you  get  certain  insured  rights,  including  pensions  and  death 
benefits." 

Wilbur  J.  Cohen:23  "The  proposal  [social  security  financing  mechanism]  uses 
the  tried  and  tested  insurance  method  of  payment  for  hospital  and  medical  care 
with  which  millions  of  Americans  of  working  age  are  familiar  through  Blue 
Cross  and  other  private  insurance." 

Sidney  Margolius24  (referring  to  1960  Amendments)  :  "You  and  your  family 
ought  to  know  your  Social  Security  benefits  as  thoroughly  as  you  know  how 
much  money  you  have  in  the  bank.  For  that's  what  Social  Security  really  is: 
money  in  the  bank  against  the  day  you  might  lose  your  income  because  of  dis- 
ablement, death  of  the  family  breadwinner  or  old  age." 

It  must  be  clear  to  all  discerning  readers  that,  in  the  light  of  our  initial 
analysis,  there  is  no  foundation  for  these  inaccurate  parallels.  Indeed,  there  is 
desperate  need  to  dispel  these  self -mesmerizing,  foggy  concepts. 

SOCIAL  SECURITY  FINANCING  OF  MEDICAL  CARE 

What  happens  when  the  social  security  financing  mechanism  is  used  for 
medical  care  benefits?  Let  us  first  recall  that  the  proponents  of  the  contribu- 
tory old-age  and  survivors  insurance  system,  led  by  Arthur  Altmeyer,  have 
always  been  anxious  to  preserve  the  contributory  principle ;  i.e.,  no  one  receives 
cash  benefits  under  that  system  unless  he  contributes  for  a  minimum  period  of 
time.  Even  though  contributions  have  been  only  token  payments  for  hundreds 
of  thousands  of  members,  Congress  has  adhered  to  this  principle.  Now,  with 
an  entirely  new  type  of  proposed  benefits,  i.e.,  medical  care,  for  which  the 
present  persons  on  the  old-age  payment  rolls  would  pay  nothing,  this  principle 
is  thrown  overboard ;  all  present  social  security  payees  would  be  blanketed-in. 
Also,  millions  of  active  workers  and  their  employers  would  pay  in  taxes  only  a 
fraction  of  the  cost  of  the  benefits. 

With  no  necessary  application  of  the  principle  of  social  adequacy,  another 
segment  of  unearned  increment  would  be  granted  which  would  add  to  the  per- 
manent social  security  debt  on  which  future  generations  and  their  employers 
would  need  to  pay  interest  forever.    A  good  guess  would  place  this  sum  at  $25 


20  Schottland,  C.  M. :  Medical  Care  Through  Social  Security :  What  Lies  Ahead  ?  Public 
Welfare,  July,  1960. 

21  Insurance  For  You  and  Your  Family,  Social  Security  Administration,  1952,  p.  11. 

23  Larson,  A. :  Know  Your  Social  Security,  rev.  ed.,  New  York  :  Harper  &  Brothers,  1959. 
23  Health  and  Social  Security  Task  Force  to  President-Elect  Kennedy ;  Cohen,  W.  J., 

Chairman,  Report,  Jan.  10,  1961,  unpublished. 
2i  Margolius,  S. :  New  "Security"  Rules  Aid  Young  and  Old,  Solidarity,  Oct.  28,  1960,  p.  9. 
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to  $30  billion  for  the  Forand  bill,  $15  to  $20  billion  for  the  Kennedy-Anderson 
bill,  and  around  $30  billion  for  the  McNamara  bill.  This  would  be  only  the  start. 
The  admitted  political  technique  is  a  fragmentary  approach :  separate  pieces  of 
benefits  are  added  from  time  to  time.  The  McNamara  bill  had  two  steps  in 
benefits  and  a  two-step  progression  of  taxes.  Furthermore,  most  students,  pro 
and  con,  believe  that  it  will  be  virtually  impossible  to  limit  benefits  to  the  aged. 
Such  benefits  will  inevitably  be  extended  to  all  ages.  In  this  steady  procession 
of  developments,  the  principle  of  social  adequacy — the  idea  of  basic  protection 
against  want  and  destitution — is  lost,  with  no  replacing  anchor  of  control  to 
restrain  expansion  of  so-called  social  insurance. 

CONCLUSIONS  AND  RECOMMENDATIONS 

What  to  do?  The  objective  of  the  social  insurance  system  should  be  clearly 
enunciated.  It  is  imperative  that  the  objective  be  to  serve  only  the  limited  pur- 
pose of  social  adequacy,  the  recognition  of  society's  obligation  to  provide  basic 
minimum  protection  against  want  and  destitution.  The  objective  should  be 
unequivocally  declared  by  the  Congress.  As  our  society  becomes  more  affluent, 
the  relative  role  of  social  programs  should  dimmish.  The  following  measures 
are  necessary  to  meet  that  objective : 

(1)  No  further  increases  in  OASDI  benefits  should  be  enacted  except  those 
required  to  recognize  changes  in  living  costs  for  the  aged.  For  this  purpose,  a 
special  consumers'  price  index  for  the  aged  is  needed  and  should  be  developed. 
Changes  should  be  made  only  after  careful  consideration  by  Congress,  and  not 
automatically. 

(2)  Congress  should  enact  legislation  that  will  provide  tax  incentives  for  all 
persons  to  save  for  their  own  old  age  needs,  including,  in  particular,  funds  dedi- 
cated to  pay  premiums  for  medical  care  insurance. 

(3)  The  self-supporting  principle  must  be  retained  so  that  we  do  not  lose  its 
values  of  cost  control  and  cost-consciousness.  If  benefits  are  restricted  to  the 
social-adequacy  level,  pressure  for  support  from  general  revenues  can  probably 
be  successfully  resisted. 

(4)  To  promote  better  public  understanding  of  the  nature  of  the  financing 
method  and  of  social  security  rights,  a  separate  agency,  similar  in  function  to 
the  Federal  Trade  Commission  and  state  insurance  departments,  should  be 
responsible  for  checking  all  statements  and  publications  of  the  Social  Security 
Administration  for  the  purpose  of  disclosing  to  the  public  inaccurate  and  incom- 
plete statements. 

(5)  To  promote  better  understanding  of  costs,  congressional  committees  and 
other  responsible  persons  not  in  Government  should  know,  with  respect  to  each 
proposed  social  security  amendment  under  consideration,  in  addition  to  a 
single  constant  tax  rate  requirement:  (a)  the  tax-rate  requirement  for  the 
average  new  entrant;  (&)  the  present  worth  of  the  unearned  increments  for 
present  members;  and  (o)  the  tax-rate  requirement  for  the  interest  on  the 
additional  debt  represented  by  such  increments. 

The  adoption  of  these  measures  may  be  expected  to  have  the  following  salutary 
effects : 

(1)  As  real  wages  increase,  lower  rates  of  social  security  taxes  than  those 
now  in  the  law  will  suffice  to  support  the  present  level  of  benefits,  workers  will 
have  greater  margins  to  save  for  their  own  old-age  needs,  and  the  wage-related 
feature  of  OASDI  benefits  will  become  less  of  a  feature  as  more  persons  in  the 
course  of  time  will  have  the  same  flat  benefit  represented  by  the  present 
maximum. 

(2)  As  the  American  people  gain  a  better  understanding  of  the  nature  of  the 
social  security  system  with  the  social  objectives  limited  as  herein  stated,  and 
of  the  differences  between  private  and  social  insurance,  chances  of  public  ac- 
ceptance of  a  certain  measure  of  individual  inequity  for  coming  generations  would 
be  much  improved. 

(3)  As  the  following  factors  become  effective  it  should  become  increasingly 
clear  that  provision  of  medical  care  benefits  under  the  social  security  mechanism 
is  unnecessary  and  unwise:  (a)  tax  incentives  to  save  for  cash-  and  medical- 
care  needs  in  old  age;  (b)  the  increasing  capacity  of  present  workers  to  save, 
as  compared  with  the  former  capacity  of  the  present  aged;  (c)  the  vigorous  de- 
velopment of  the  Federal-State  Medical  Aid  for  Aged  Program;  and  (d)  the 
further  evolution  of  voluntary  private  insurance. 
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Our  social  security  system  can  be  preserved  only  if  we  keep  benefits  witbin  tbe 
limits  of  carefully  defined  social  objectives.  Abraham  Epstein,  a  pioneer  in  tbe 
development  of  old  age  income  programs,  is  reported  to  have  said  that  social 
insurance  is  like  a  drug :  a  limited  quantity  can  serve  a  vital  need ;  an  excessive 
quantity  can  be  fatal. 

If  the  recommended  measures  are  not  substantially  adopted,  but,  instead,  we 
attempt  to  finance  cash  benefits  of  "greater  adequacy"  and  also  full  medical  care 
benefits  through  the  social  security  system  on  the  self-supporting  principle, 
and  the  system  continues  to  be  likened  to  private  insurance,  then  surely  a  great 
Din  of  Inequity  will  be  heard.  The  towering  social  security  structure  which 
we  will  have  piously  erected  in  the  name  of  taking  the  burden  of  the  old  from  the 
shoulders  of  the  young  will  fall  flat  on  our  posterity ! 

The  Chairman.  Mr.  Zahorsky,  Mr.  Brummit,  Mr.  Palombo.  Mr. 
Zahorsky,  if  you  will  identify  yourself  and  the  others  accompanying 
you  for  purposes  of  our  record,  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OP  MICHAEL  J.  ZAHORSKY;  ACCOMPANIED  BY  MOR- 
ROS  BRUMMIT,  AND  GUIDO  PALOMBO;  UNITED  STEELWORKERS 
OP  AMERICA  DISTRICT  20  (PENNSYLVANIA) 

Mr.  Zahorsky.  Chairman  Mills,  at  a  legislative  conference  held  in 
Philadelphia  on  January  27-28,  1967,  a  resolution  was  unanimously 
adopted  by  the  delegates  who  attended  requesting  the  secretary  of  the 
legislative  committee  of  Pennsylvania  to  check  with  the  various  pen- 
sion committees  of  the  United  Steelworkers  of  America  in  Pennsyl- 
vania to  see  how  the  medical  payments  to  our  pensioners  agreed  with 
the  fee  schedule  provided  by  medicare  and  also  other  unusual  practices 
not  provided  for  in  the  law. 

As  a  result  of  this  request,  we  are  here  today  to  give  you  our  ex- 
perience in  regard  to  the  medicare  program  as  practiced  in  the  Beaver 
Valley,  Pa.,  area  among  the  members  of  our  union  who  have  had  oc- 
casion to  use  medicare. 

Mr.  Chairman  and  members  of  the  Committee  on  Ways  and  Means, 
I  am  Michael  J.  Zahorsky,  recording  secretary  of  Local  Union  1211, 
United  Steelworkers  of  America,  Aliquippa,  Pa. 

Together  with  my  colleagues,  Mr.  Morros  Brummit  and  Guido 
Palombo,  president  and  financial  secretary,  respectively,  and  Mr. 
Charles  Ford,  executive  secretary  of  the  Pennsylvania  Legislative 
Committee  of  the  United  Steelworkers  of  America,  representing  more 
than  300,000  steelworkers  in  the  Commonwealth  of  Pennsylvania,  we 
appear  before  you  to  give  testimony  in  support  of  our  president's 
proposal  to  revise  or  amend  the  medicare  section  of  the  social  security 
system. 

We  are  members  of  a  local  union  of  the  great  United  Steelworkers 
of  America,  an  organization  of  more  than  12,000  members,  a  sub- 
ordinate unit  of  the  great  Pennsylvania  unit  comprising  more  than 
300,000  members  and  their  families,  and  the  international  union  with 
well  over  1  million,  just  plain  humble  citizens  interested  in  a  happy 
family  in  a  happy  community  in  a  strong  and  peaceful  nation  with 
helping  hand  to  a  needy  human  being,  better  may  it  be  said,  "We  are 
our  brother's  keeper". 

It  is  indeed  gratifying  to  us,  who  as  moles  of  the  earth  bring  forth 
the  ores  and  fuels  and  with  the  skills  of  our  crafts,  we  witness  our 
fruits  rising  into  the  heavens  conquering  space  and  time  in  the  ulti- 
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mate  reach  for  a  better  life  in  a  better  world  to  the  benefit  of  all 
mankind. 

For  this  privilege  and  opportunity  we  wish  to  thank  you  gracious 
committee.  Be  it  therefore  understood,  we  speak  frankly  and  honestly 
that  our  few  words  will  in  a  measure  add  to  encourage  better  under- 
standing to  these  problems  we  do  wish  to  alleviate. 

Our  appearance  before  you  today  is  to  present  for  your  considera- 
tion information  that  we  have  at  hand  and  trust  will  assist  you  in  rec- 
ognizing the  dire  need  of  revising  that  section  of  the  social  security 
system  which  administers  medicare. 

Our  testimony  is  gathered  over  the  months  since  the  inauguration 
of  medicare  July  1, 1966.  We  are  not  testifying  under  any  persuasive 
or  coercive  indoctrination,  but  purely  relating  from  our  actual  experi- 
ences in  our  everyday  duties  and  services  to  our  active  and  retired 
members  of  our  union. 

It  is  not  our  intention  to  embarrass  or  bring  censure  upon  any  citizen 
or  groups  of  citizens,  professional  or  otherwise,  who  may  be  encom- 
passed or  associated  in  those  areas  presented  herein. 

It  is  our  sole  intent  and  purpose  to  treat  all  subject  matter  as  it  has 
been  received  and  given  us,  that  from  our  testimony  enlightment  may 
lead  the  way  to  a  satisfactory  revision  of  those  unforeseen  hardships 
in  the  medicare  program  as  in  effect  today. 

In  essence  it  is  our  aim  and  purpose  to  testify  in  support  of  the 
President  of  the  United  States  in  making  the  revisions  in  the  medicare 
section  of  the  social  security  system  which  he  believes  necessary  for 
the  better  well-being  of  the  more  than  20  million  senior  citizens  of  our 
country. 

MEDICARE  AND  LABOR 

With  due  respect  to  the  National  Council  of  Senior  Citizens,  Inc., 
no  group  in  the  United  States  has  been  as  instrumental  in  the  enact- 
ment of  that  section  of  the  Social  Security  Act,  medicare,  as  the  united 
forces  of  organized  labor,  and  with  pride  and  special  mention,  the 
United  Steel  workers  of  America. 

With  the  goal  in  mind  to  help  all  our  aged  citizens,  we  had  given 
our  moneys  and  our  time  and  efforts  till  we  had  attained  the  end  so 
long  sought.  It  was  the  most  humane  act  passed  by  our  Congress 
since  the  enactment  of  the  Social  Security  Act  of  more  than  30  years 
ago. 

It  is  a  great  stride  forward  in  assisting  our  aged  citizenry  to  peace 
and  comfort  against  the  dreaded  thought  of  hardships  through  illness 
in  those  last  few  years  of  life. 

Labor  supported  medicare  and  exhibit  No.  1  is  one  of  several  paid 
advertisements,  paid  for  by  our  locals  in  support  of  medicare.  Labor 
campaigned  on  the  local,  State,  and  National  level  for  the  support 
and  ultimate  enactment  of  the  measure. 

We  do  believe  as  we  did  then  that  only  through  such  measure  will 
our  millions  of  aged  citizens  be  more  benefited  than  even  by  a  few 
more  dollars  in  their  monthly  old  age  benefits. 

We  have  witnessed  the  joy  of  many  of  our  retired  steel  workers  who 
compliment  this  great  act  of  charity  toward  them. 
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Definitely  we  are  satisfied  with  this  great  addition  to  our  social 
security  system  and  we  are  happy  to  pay  the  necessary  moneys  for 
continuation  and  improvement  of  medicare. 

MEDICARE  AFTER  8  MONTHS 

Now  that  we  have  had  the  opportunity  to  live  with  medicare  for 
8  full  months,  how  do  we  evaluate  its  effectiveness?  As  recording 
secretary  of  our  local  union  1211  it  is  among  my  duties  to  serve  our 
retirees  and  guide  them  in  matters  of  concern  to  them,  to  assist  them 
with  their  problems. 

Ours  is  a  very  large  local  union,  in  fact  the  largest  local  in  the  State 
of  Pennsylvania  and  among  the  top  five  in  the  entire  Nation.  It  is 
only  normal  that  we  should  have  a  great  number  of  retirees  from  so 
great  a  membership. 

This  in  turn  reflects  in  multiple  problems  in  every  area  of  concern 
to  our  pensioners.  Previous  to  the  inauguration  of  medicare  we  as- 
sisted them  with  their  medical  problems  as  provided  for  under  terms 
of  our  negotiated  contracts,  in  our  case  the  nonprofit  insurer  or  carrier 
Blue  Cross  and  Blue  Shield,  since  medicare  a  coinsurer. 

In  operation,  the  program  had  its  shortcomings  but  we  had  adjusted 
to  its  limitation.  In  our  area,  as  in  most  areas  among  our  steel  workers, 
it  is  today  the  administrator  of  medicare,  and  a  supplemental  health 
insurance  to  medicare. 

It  was  shortly  after  July  1, 1966,  that  we  began  to  observe  and  learn 
of  inadequacies  in  medicare,  even  so  as  to  cause  us  to  view  with 
suspicion  the  easing  of  opposition  to  the  enactment  of  medicare  by  the 
profession  so  vitally  opposed  previously. 

One  cannot  be  held  responsible  for  what  may  come  to  his  mind,  but 
should  at  least  make  an  attempt  to  learn  the  reason  for  such  thought 
or  opinion.  We  trust  our  frank  testimony  will  in  some  measure  re- 
move this  distasteful  thought. 

DOCTORS  REQUIRE  FULL  PAYMENT  FOR  SERVICES 

In  every  well-regulated  society  or  business  certain  codes  of  ethics  or 
regulations  are  necessary  for  the  eventual  success  thereof,  be  it  com- 
merical,  professional,  governmental,  or  what  have  you. 

However,  here  is  where  we  have  run  into  our  first  disappointment 
or  disillusionment  with  medicare.  Retirees  came  into  our  offices 
loaded  with  medical  bills,  doctors'  requests  for  full  payments  for 
treatments  and  services  rendered. 

Many  came  in  tears ;  many  wives  accompanied  the  emotionally  dis- 
turbed pensioner ;  many  called ;  many  sought  our  advice  and  guidance. 

What  has  happened  to  medicare  ? 

Why  do  I  have  to  pay  all  the  doctor  bills  whereas  heretofore  all 
I  was  required  to  do  was  to  sign  my  name  and  nothing  more  ? 

What  have  you  led  us  to  believe?  Where  is  the  greatest  benefit  told 
us  previously  ? 

Yes ;  it  was  confusion,  misunderstanding,  and  utter  disappointment. 
Here  is  positive  proof :  medicare  is  somewhat  less  than  we  had  bar- 
gained for. 
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Probably  there  is  a  solution  and  in  time  we  will  have  ironed  out  the 
wrinkles  of  the  program. 

As  we  stated,  previously  to  medicare  the  carrier  or  coinsurer  covered 
many  of  what  we  feel  are  shortcomings  with  medicare  and  in  this  area 
where  the  doctor  is  requesting  full  payment  or  bill  the  patient  direct 
an  immediate  revision  must  be  made. 

Our  oldsters  are  requested  to  make  full  payments  of  the  bills  before 
the  doctor  will  furnish  them  with  a  "Request  for  Payment"  form,  in 
itself  a  cumbersome  and  confusing  bit  of  paperwork  for  any  aged 
person. 

In  such  cases  the  oldster  having  accumulated  receipts  for  periodic 
and  final  payment  to  the  doctor  he  was  given  the  "Kequest  for  Pay- 
ment" form. 

Now,  place  yourselves  in  such  a  dilemma:  How  many  oldsters  are 
familiar  with  filling  out  their  usual  necessary  applications  for  income 
taxes  if  they  pay  such,  or  even  an  automobile  driver's  license  applica- 
tion, much  less  this  form  (exhibit  No.  2)  ? 

Why  with  only  receipts  for  payments  made,  how  in  the  world  can 
you  fill  out  the  required  questions  as  to  nature  of  service,  diagnosis,  et 
cetera?  Only  an  attending  physician  could  do  that,  but  have  the 
patient  return  to  the  doctor  for  such  completion  of  papers  and  you  run 
into  trouble  or  an  extra  fee. 

In  a  great  many  cases  bills  were  given  to  the  collection  agencies 
after  a  delinquency  of,  say,  a  month  or  two.  But  what  of  the  delay 
our  oldsters  suffer  until  they  are  refunded  the  money.  What  collection 
weapon  can  they  use  ? 

In  this  area  with  assignment  accepted  by  the  doctor  such  fumbling 
and  confusion  can  be  eliminated.  Herewith  are  exhibits  Nos.  3,  4,  5, 
6, 7,  8,  9,  and  10 ;  also  a  "Request  for  Payment"  form — Exhibit  No.  11, 
which  was  filled  out  by  a  truly  dedicated  and  humane  physician. 

In  these  cases  it  is  observed  that  doctors  have  requested  full  pay- 
ment before  they  will  furnish  the  forms.  Now,  will  any  of  you  honor- 
able men  tell  me  where  that  old  retiree  can  scrape  up  $200,  $300,  $400 
or  $500  in  hurry? 

Give  a  thought  to  one  of,  your  parents  receiving  such  a  request  if 
they  be  in  the  circumstances  that  the  majority  of  aged  citizens  find 
themselves.  Yes;  and  in  cases  I  have  been  told  they  have  been 
prompted  to  ask  their  children  to  assist  them,  to  go  to  the  bank  and 
take  out  some  of  the  savings  they  should  have,  or  even  to  go  to  a  loan 
shark  who  will  gladly  lend  them  the  money. 

Yes ;  and  all  the  medicine  and  doctors  in  the  world  cannot  administer 
a  cure  for  the  emotion  that  the  oldster  suffers  in  the  meantime.  We 
are  asking  you  to  please  remove  this  stigma  of  being  billed  direct  by 
the  doctor,  and  we  do  believe  you  will. 

It  is  just  too  bad  that  too  many  of  our  old  folk  are  so  sentimental 
that  they  are  actually  going  into  life  savings  to  pay  when  medicare 
had  promised  them  something  better  than  they  previously  had. 

Now  that  we  have  enlightened  you  on  the  direct  billing  by  the 
doctors,  does  the  disappointment  end  there?  Will  they  eventually 
receive  refunds  as  they  had  expected  ?  Let  us  take  a  hard  look  at  a 
case. 
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The  patient  had  paid  the  doctor  the  full  request  payment;  he  had 
forwarded  his  request  for  payment  together  with  his  receipted  state- 
ments to  the  medicare  administrator.  Several  weeks  or  even  months 
later  he  receives  from  medicare  80  percent  of  what  is  the  prevailing  fee 
for  such  a  service  in  the  specific  area,  according  to  the  administrator, 
a  specified  directive. 

In  many  instances  many  dollars  short  of  what  had  been  paid  the 
doctor,  even  understanding  that  only  80  percent  is  reimbursed  after 
the  first  $50.00. 

Yes;  here  again  since  medicare,  agreed-to  fees  have  been  ignored, 
and  where  previously  payment  in  full  was  made  in  the  case,  now  prob- 
ably a  little  more  than  50  percent  of  the  fee  is  paid.  Medicare  has  in 
many  cases  removed  the  ceiling  for  certain  services  rendered ;  why  ? 

Yes;  it  is  just  that  everyone  be  compensated  for  the  service  he 
renders  to  society,  but  why  must  one  assumed  to  be  dedicated  to 
alleviate  human  suffering,  place  dollars  before  service  ?  I  have  not  yet 
seen  any  medical  man,  and  with  due  respect  to  most  doctors,  in  any 
soup  line,  but  I  certainly  have  heard  them  cry  for  their  money. 

As  early  as  a  year  ago  retirees  had  come  into  our  office  informing  us 
that  notices  were  appearing  in  their  doctor's  offices  to  the  effect  that 
office  calls  would  be  increased  in  cases  to  as  much  as  50  percent,  which 
from  the  minimum  of  $5  would  increase  to  $7.50,  and  so  forth. 

In  the  cases  of  major  surgery,  there,  too,  the  fees  have  taken  a  sub- 
stantial jump,  probably  justified  in  cases  but  an  exception  should  be 
made  to  those  enrolled  under  medicare. 

Under  the  sole  hospitalization  program  of  Blue  Cross  and  Blue 
Shield  these  same  people  were  given  consideration  under  the  "Paid  in 
Full  Benefits"  incorporated  in  the  program.  Under  that  section  of  the 
agreement  those  who  had  limited  incomes  (and  a  very  great  majority 
of  our  senior  citizens  qualified)  were  afforded  major  medical  and 
surgery  at  no  added  costs  to  them,  the  doctor,  being  a  participating 
doctor  under  the  Blue  Cross-Blue  Shield  program,  accepted  the  fee 
payment  in  full  as  negotiated. 

Since  medicare  has  been  in  effect,  such  "paid-in-full"  benefits  have 
disappeared  from  the  practice,  and  the  patient  cannot  point  to  the 
paid-in- full  benefits  for  relief.  In  reply  to  a  frequently  asked  ques- 
tion, "If  I  had  spoken  to  any  doctor  in  regard  to  fees  after  medicare?" 
I  must  say  yes. 

One  doctor,  a  very  prominent  and  very  fine  physician  even  called 
me  after  one  of  our  retired  steelworkers  returned  to  his  office  regard- 
ing the  fee  and  the  completion  of  the  request  for  payment  form.  His 
statement  to  me  was  that  he  cannot  become  an  agent  for  the  Govern- 
ment or  a  clerk  for  medicare;  that  he  is  too  busy  and  the  very  little 
time  he  has  to  himself  could  be  very  easily  taken  up  by  this  extra 
work. 

Keplying  to  my  remark  that  his  secretary  could  fill  out  such  forms 
and  could  sign  or  even  stamp  his  signature  thereon,  his  reply  was 
that  he  would  need  to  engage  another  girl.  Yes,  but  he  failed  to 
divulge  that  he  would  probably  net  at  least  $10,000  more  annually 
through  increased  fees  which  many  doctors  will  blame  medicare  for. 
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I  did  have  several  anonymous  calls  to  my  office,  one  from  a  doctor's 
nurse  or  secretary,  who  told  me  how  wonderful  her  doctor  was  and 
that  I  should  not  speak  against  him  or  any  doctor  as  I  did  on  the  radio 
last  night,   ( See  exhibit  No.  12. ) 

Gentlemen,  we  do  not  wish  to  criticize  the  medical  profession,  far 
from  such.  We  do  believe  that  nearly  all  doctors  are  men  of  dedica- 
tion and  honor  and  are  deserving  of  our  compliment  rather  than 
censure. 

However,  those  distasteful  and  sporadic  instances  of  one's  explosion 
cannot  be  overlooked,  but  it  would  certainly  be  better  if  control  or 
regulation  would  guide  the  questionable.  Far  from  it  be  that  it  be 
said  that  we  are  facing  absolute  control  of  our  medical  professions, 
and  the  ills  that  both  the  patient  and  physician  incur  thereby. 

We  are  aware  of  such  sad  experience  in  those  places  where  such 
exists.  We  men  of  steel,  men  of  organized  labor,  respect  all  organized 
people,  even  to  the  extent  that  our  very  Nation  exists  because  of  such 
institution. 

PROPOSED  AMENDMENTS  AND/OR  REVISIONS 

In  conclusion,  we  have  become  aware  of  a  number  of  amendments 
and  revisions  which  we  unanimously  endorse  and  request  your  hon- 
orable committee  to  consider. 

These  revisions  we  do  believe  will  give  and  afford  the  added  bene- 
fits that  are  so  direly  needed  by  our  aged  citizens.  They  encompass 
what  we  believe  will  make  life  a  little  sweeter  for  those  who  have 
contributed  so  generously  to  the  fulfillment  to  make  ours  a  greater 
society  today. 

(1)  Eliminate  all  deductible  and  coinsurance  features,  waiting  pe- 
riods and  enrollment  deadlines. 

(2)  Lower  the  65-year  age  limit  for  women  to  age  62. 

(3)  Pay  medical  specialist  fees  customarily  provided  by  hospitals 
under  part  A  of  the  medicare  program. 

(4)  Establish  fixed  physician's  fees  under  medicare  so  that  no 
charges  beyond  these  fees  would  be  permitted. 

In  effect  this  would  provide  coverage  for  medicare  beneficiaries 
similar  to  the  service  benefits  available  under  many  Blue  Shield  plans. 

(5)  Extend  drug  coverage  to  all  prescription  drugs  for  old  people 
whether  or  not  associated  with  hospital  confinement. 

(6)  Extend  coverage  to  include  wheelchairs,  eyeglasses,  hearing 
aids,  all  surgical  and  orthopedic  appliances  and  all  eye  and  dental 
needs. 

(7)  Provide  a  planned  program  of  multiphasic  screening  for  pre- 
ventive care  before  illness  sets  in. 

(8)  Permit  persons  eligible  for  medicare  to  go  to  the  nearest  Ca- 
nadian hospital  if  they  are  stricken  by  illness  or  accident  while  across 
the  border  in  Canada. 

(9)  Permit  elderly  people  to  be  referred  directly  to  nursing  homes 
from  hospital  outpatient  clinics  instead  of  requiring  hospitalization 
prior  to  admission  to  an  extended  care  facility. 
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Closing,  may  we  again  express  to  you,  Mr.  Mills  and  the  committee, 
our  sincerest  and  most  cordial  thank  you  for  hearing  us.  May  divine 
providence  guide  you  and  our  great  President  in  these  days  of  trials 
and  tribulations  and  misunderstanding.  May  we  always  pray  *  *  * 
when  there  is  charity  in  the  heart,  there  is  harmony  in  the  home  *  *  * 
when  there  is  harmony  in  the  home,  there  is  unity  in  the  Nation  *  *  * 
when  there  is  unity  in  the  Nation  *  *  *  there  will  be  peace  in 
the  world. 

Thank  you. 

The  Chairman.  We  thank  you,  Mr.  Zahorsky  and  those  accompany- 
ing you,  for  this  presentation  of  your  views.  We  appreciate  very 
much  your  coming  to  the  committee. 

Mr.  Zahorsky.  Mr.  Chairman,  I  would  want  to  add  that  we  are 
missing  several  of  the  exhibits  and  the  reason  for  that  was  that  in  the 
process  of  making  up  this  testimony  the  machine  had  malfunctioned 
and  we  were  unable  to,  but  of  the  exhibits  mentioned,  copies  of  the 
ones  that  are  missing  in  our  testimony  will  be  forwarded  to  you  and 
the  committee. 

The  Chairman .  Without  objection  then  they  will  all  be  included 
in  the  record. 

(The  attachments  follow :) 

Exhibit  I 

[From  the  Beaver  County  Times,  Mar.  14,  1966] 

Local  Union  1211,  United  Steelworkers  of  America  Endorses  Medicare,  the 
Federal  Government  Health  Plan  for  Those  Age  65  Or  Over 

If  you  have  reached  age  65  on  or  before  December  31,  1965,  you  must  enroll 
before  March  31, 1966. 
Benefits  will  be  effective  beginning  July  1, 1966. 

Those  who  are  qualified  to  enroll  now  but  fail  or  neglect  to  do  so  will  not  be 
given  an  opportunity  to  enroll  again  until  October  1,  1967,  and  will  become  elegi- 
ble  for  benefits  July  1,  1968 ;  and  an  increase  of  10%  in  the  rate  will  be  effective. 

If  you  reach  your  65th  after  December  31,  1965,  you  have  a  7  month  period 
in  which  to  enroll,  3  months  before  the  month  in  which  you  reach  age  65,  and 
3  months  after  the  month. 

If  you  reach  age  65  before  June  30,  1966,  and  enroll  on  or  before  that  date,  you 
will  be  eligible  for  benefits  beginning  July  1, 1966. 

If  you  reach  age  65  after  July  1,  1966,  and  enroll  in  the  month  you  are  65,  you 
will  be  eligible  for  benefits  the  month  following.  For  every  month  you  enroll 
later  than  the  month  in  which  you  become  65,  you  are  penalized  one  month  of 
eligibility.  Those  who  are  age  65  or  over  and  are  still  working  are  subject  to 
the  same  regulations  as  one  retired. 

It  is  advisable  for  everyone  to  continue  their  present  Hospitalization  (Blue 
Cross — Blue  Shield)  in  order  to  be  availed  benefits  not  covered  by  Medicare.  It  is 
quite  certain  there  will  not  be  duplication  of  benefits.  Information  now  avail- 
able assures  present  retirees  their  wives  who  are  not  yet  65  will  be  covered  as 
at  present.  In  such  cases,  the  premium  will  be  reduced. 

It  is  quite  certain  Hospital  and  Medical  Services  will  be  extended  to  those  over 
age  65  and  at  less  cost  even  with  the  $3.00  per  month  which  will  be  deducted  from 
the  monthly  check  of  recipients  of  Social  Security  Old  Age  Benefits,  or  paid 
direct. 

Your  local  Union  1211  advises  you  to  enroll  for  Medicare  now. 
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Exhibit  1-A 
[From  the  Pittsburgh  Post  Gazette,  Nov.  19,  1966] 

Oldsters  Find  Disadvantages  in  Medicare 

(By  Henry  W.  Pierce,  Post  Gazette  Staff  Writer) 

Not  all  medicare  patients  are  happy  with  the  setup.  Take  James  Lenhart,  72, 
of  1227  Denisonview  St.,  Westwood.  Last  summer  Mr.  Lenhart  had  an  acute 
gall  bladder  attack  with  peritonitis.   He  was  hospitalized  and  operated  on. 

Came  the  surgeon's  bill.  Also  bills  from  two  other  physicians  and  an  ambul- 
ance driver.   These  the  Lenharts  sent  in  for  payment  through  medicare. 

Last  week  the  Lenharts  got  their  application  back  from  medicare,  along  with 
a  note  telling  them  to  pay  the  bills  themselves,  then  send  the  receipts  in  for 
reimbursement  through  medicare. 

"We  have  no  money!"  Mrs.  Lenhart  told  this  reporter.  Her  husband  lost 
10  weeks'  work  due  to  his  illness.  They  had  spent  their  last  few  dollars  for 
the  essentials  of  life  and  for  the  $50  deductible  all  medicare  patients  must  pay. 

"In  the  48  years  we  have  been  married  we  never  received  a  bill  that  says 
'please  remit,'  "  she  declared.   "We  always  pay  on  the  dot." 

Mrs.  Lenhart's  position  is  not  highly  unusual,  according  to  the  Social  Security 
Administration.  Many  elderly  patients  are  starting  to  feel  they  were  better  off 
under  the  old  system,  in  which  Blue  Cross  would  have  covered  their  hospital 
bills  and  Blue  Shield  the  surgeon's  bill,  and  that  would  be  that.  (They  forgot, 
of  course,  that  neither  Blue  Cross  or  Blue  Shield  would  have  covered  doctor's 
house  calls,  ambulance  expenses,  and  other  items  medicare  takes  care  of.) 

The  doctors  themselves  have  the  solution  to  this.  They  can  take  their  patients' 
bills  "on  assignment,"  sending  them  in  to  medicare  themselves.  Many  doctors 
in  Western  Pennsylvania  are  doing  this. 

But  other  physicians  are  not.  For  one  thing,  it  means  extra  red  tape  and 
bookkeeping — which  doctors  generally  abhor. 

But  there's  more  to  it  than  that.  Many  doctors  feel  that,  as  one  physician 
put  it,  "The  public  asked  for  medicare,  and  now  the  public's  got  it.  Let  them 
live  with  it." 

The  doctors  fought  medicare  for  years.  The  law  was  passed  over  the  an- 
guished tears  and  dire  warnings  of  the  American  Medical  Association.  It's 
easy  to  see,  then,  how  some  doctors  are  going  to  feel  about  taking  bills  "on 
assignment."  The  public  has  its  medicare  now,  so  let  the  public  fuss  with  its 
own  bookwork.  If  a  patient  can't  scrape  up  enough  cash  to  cover  the  bills  until 
medicare  can  repay  him — well,  that's  what  he  asked  for,  isn't  it?  That's  what 
the  people  wanted — let  them  get  out  of  the  stew  themselves. 

The  doctors  who  do  this  are  simply  inviting  more  federal  involvement.  Soon 
we  will  be  hearing  proposals  to  make  things  easier  for  America's  James  Len- 
harts. Politicians  will  be  submitting  bills  to  "eliminate  the  inequities"  in 
medicare.    Dissatisfied  medicare  recipients  will  find  this  attractive. 

Millions  of  other  thoughtful  Americans  will  sympathize  with  them.  They 
will  vote  for  those  politicians.  Then  the  one  thing  the  doctors  fear  most  will 
happen — medicare  will  be  extended. 

The  doctors  have  it  in  their  power  to  forestall  this.  To  some  extent,  they 
can  "take  the  inequities  out  of  medicare"  themselves.  They  can  scotch  the 
arguments  that  are,  no  doubt,  already  brewing  in  the  minds  of  welfare  advocates. 

Taking  bills  on  assignment  would  greatly  simplify  life  for  many  medicare 
recipients;  this  one  act  could  change  the  Lenhardts  from  dissatisfied  medicare 
patients  to  satisfied  ones. 

Some  doctors  are  doing  this.  But  if  even  a  minority  fail  to  do  so,  the  way 
will  be  opened  for  the  extended  medicare  they  dread,  and  the  old  battle  between 
the  government  and  the  AMA  will  start  anew. 

The  AMA  spends  hundreds  of  thousands  of  dollars  annually  bemoaning  what 
it  believes  is  a  trend  toward  full  nationalization  of  medicine.  Typically,  the 
AMA  fights  every  new  proposal  for  non-voluntary  government-backed  systems  of 
paying  medical  bills,  only  to  present  a  counter-proposal  itself  at  the  last  minute. 
Their  counter-proposals  usually  have  many  good  points,  but  they're  presented 
after  the  measures  the  doctors  have  been  fighting  are  all  but  passed. 

The  AMA  could  do  more  for  its  cause  by  seizing  the  initiative  and  presenting 
voluntary  programs  before  the  others  get  a  foothold.    The  plight  of  the  nation's 
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James  Lenharts  opens  the  way  for  constructive  AMA  action — if  they  have  the 
daring,  the  initiative,  and  the  imagination  to  do  so. 


Back  to  Hippocrates 

The  Doctors,  by  Martin  L.  Gross  (N.Y.  10022,  Random  House,  $6.95). 

A  librarian  who  told  me  of  this  book  before  I  began  reading  it  said  that  "it 
would  make  you  never  trust  a  doctor  again."  My  reaction  is  different.  In  its 
570  pages  it  exposes  many  of  the  weakenesses  of  the  medical  profession,  but  it 
has  the  crowning  respect  for  the  medical  professional  that  is  expressed  by  the 
desire  to  improve  it. 

The  most  reassuring  thing  about  Martin  Gross  is  his  loyalty  to  an  absolute 
moral  code,  an  attitude  especially  to  be  found  in  his  chapter  on  medical  experi- 
mentation. There  he  unequivocally  says  that  the  physician  may  not  experi- 
ment on  anyone  without  his  consent,  which  means  that  he  can  never  experiment 
on  babies,  for  whom  even  their  parents  cannot  give  proper  consent,  or  even  on 
his  patients,  who  are  in  no  position  to  give  fully  deliberate  consent.  He  reaf- 
firms the  Geneva  Code,  which  says :  "I  will  maintain  the  utmost  respect  for 
human  life  from  the  time  of  its  inception." 

In  fact,  Gross's  whole  criticism  of  modern  medicine  is  that  doctors  have 
wandered  too  far  from  the  ethical  and  humane  ideal  of  Hippocrates.  He  insists 
that  they  must  be  educated  in  the  humanities  as  well  as  in  their  science.  He 
pleads  for  a  return  of  the  doctor-patient  relationship  as  exemplified  in  earlier 
practice. 

Although  criticism  fills  every  page,  this  is  not  a  debunking  book.  Gross  lacks 
the  facile  irony  of  Jessica  Mitford,  who  blasted  the  undertaking  profession 
three  years  ago.  He  exhibits  an  intimiate  knowledge  of  medical  problems  and 
makes  constructive  suggestions  to  meet  them.    Here  are  some  of  them : 

Establish  a  National  Academy  of  Medicine  to  orient  medical  training,  practice, 
and  investigation.  Set  up  higher  philosophical  goals,  calling  for  doctors  more 
analogous  to  the  clergy. 

Devote  more  time  at  medical  college  to  clinical  education — the  diagnosis  and 
treatment  of  patients. 

Pursuant  to  a  de-emphasis  on  money-making  and  social  rating,  regulate  doc- 
tors' hours  so  that  some  doctors  will  always  be  on  hand.  Abolish  the  doctorless 
weekend. 

Establish  a  free  tuition  program  for  all  promising  medical  students. 

No  doubt  many  doctors  will  question  some  of  Gross'  charges,  for  example  that 
some  100,000  patients  die  each  year  from  diseases  caused  in  the  course  of  treat- 
ment, or  the  extent  of  needless  death  through  neglect  and  ignorance  in  the 
hospitals. 

But  this  is  a  constructive  and  readable  book,  a  helpful  layman's  guide  to 
medicine  in  our  age. — Paul  H.  Hallett. 


[From  the  Pittsburgh  Press,  Dec.  5,  1966] 

Doctors  Told:  Sign  Forms  for  Medicare 

Washington,  Dec.  5  (UPI) — The  nation's  physicians  were  put  on  notice  to- 
day that  they  must  sign  the  detailed  Medicare  hospital  forms  whether  they  like 
it  or  not. 

The  government  doesn't  plan  to  budge  in  its  position. 

Specifically,  the  Social  Security  Administration,  which  administers  Medicare, 
commented  on  instances  at  hospital  in  Lancaster  and  Mount  Vernon,  Ohio,  where 
several  doctors  have  refused  to  sign  so-called  "certification"  forms. 

As  a  result,  the  Lancaster-Fairfield  Hospital  has  been  refused  about  $60,000 
in  federal  medicare  payments  because  of  the  physicians'  stand. 

The  administration  added  that  as  soon  as  the  doctors  in  Lancaster  sign  the 
required  forms,  the  hospital  will  receive  the  funds  due.  The  only  other  instance 
similar  to  the  Ohio  situation  was  reported  at  Muncie,  Ind.,  several  months  ago, 
but  it  has  been  resolved. 
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^i:iZTZ::,m.u.o«^              request  for  payment 

»e..L  »«u..».  .0...-W....O.                MEDICAL  INSURANCE  BENEFITS — SOCIAL  SECURITY  ACT 

f£ype  or  Print  all  Information) 

Form  Approved. 

Budget  Bureau  No.  72-R7.W 

MEDICARE 

PENNSYLVANIA  BLUE  SHIELD 
Box  65 

Copy  from 
your  HEALTH 
INSURANCE 
CARD  ^ 

NAME  OF  BENEFICIARY  tPutienl) 

Camp  Hill,  Pa.  17011 

CLAIM  NUMBER 

[      |m^LE  1     j  FEMALE 

PART  1— CLAIMS  INFORMATION— TO  BE  COMPLETED  BY  PATIENT.  , 

1 .  Describe  the  illness  or  injury  for  which  you  received  treatment.  ( You  do  not  need  to  complete  Jliistuy^fr 

your  doctor  completes 

2.  Was  your  illness  or  injury  connected 
with  your  employment? 

□  YES  Q  NO 

3.   Arc  you  attaching  itemized 
receipted  bills? 

□  YES     □  NO 

4    ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?                  YES    [~]  no 
AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic  or  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original. 

REQUEST  FOR  PAYMENT:   i  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned.  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 

S.   SIGNATURE  (Patient  or  authorized  representative) 

DATE  SIGNED 

ADDRESS  (Street  address.  City.  Slate,  ZIP  Code) 

TELEPHONE  NUMBER 

PART  II— REPORT  OF  SERVICES— TO  BE  COMPLETED  BY  PHYSICIAN— 


This  Part,  Including  Physician's  Signature, 
Need  Not  Be  Completed  If  Paid,  Itemized 
Bills  Are  Submitted. 


DATE  OF 

EACH 
SERVICE 


FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
SUPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 


NATURE  OF  ILLNESS  OR 
JURY  REQUIRING  SERVICES 
OR  SUPPLIES  (Diagnosis) 


8     NAME  AND  ADDRESS  OF  PHYSICIAN  OR  SUPPLIER  (Number  and  street.  City. 
State.  ZIP  Code) 


TELEPHONE  NUMBER 


9.  Total 
Charge 


0.  Amount 
Pcid 


Any  Unpaid 
Balance  Due 


12.  ASSIGNMENT  OF  PATIENT'S  BILL  | — |,  ACCEPT  assignment 

(See  reverse)  1 — > 

^  1  DO  NOT  ACCEPT  ASSIG 

nment 

13.    SIGNATURE  OF  PHYSICIAN  OR  SUPPLIER  (A  physician's  signature  certifies  that  physiCU 
V   services  were  personally  rendered  by  him  or  under  his  personal  direction) 

DATE  SIGNEO 

■O — Doctor'!  Office  IH — Inpatient  Hospital  ECF — E«  tended  Core  Facility 
IL — Independent  laboratory  (give  nome  and  addreii  in  7CI          H — Patient'i  Home 

Ol — Other  Location!  (Specify  in  7CI 
OH — Outpatient  Hospital  NH — Nuriing  Home 

FORMSSA-1490  U-66. 


I  CPO  :  UN  O  •  234-1 
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REQUEST  FOR  PAYMENT 

MEDICAL  INSURANCE  BENEFITS— SOCIAL  SECURITY  ACT 


■udget  Bureau  No.  7I-R730 


00865 


MEDICARE 

PENNSYLVANIA  BLUE  SHIELO 

Copy  from 
your  HEALTH 
INSURANCE 
CARD  ^ 

NAME  OF  BENEFICIARY  (Patient) 

■# 

BOX  65,  CAMP  HILL,   PA.  -  17011 

Cl/|M  NUMBER 

[t^MALE  |     "j  FEMALE 

PART  1 — CLAIMS  INFORMATION — TO  BE  COMPLETED  BY  PATIENT. 

>/ 

1.  Describe  the  illness  or  injury  for  which  you  received  treatment.  (You  do  no:  need  to  complete  this  item  if 

your  dociflLrompfetes 

2.  Was  your  iltoess  or  injury  connected 
with  your  employment? 

□  yes  Q^-ncT 

3.  'Are  you  attaching  itemized 
receipted  bills? 

□  yes  [T^To 

4.  ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?  IX^Kes    Q[]  no 

AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic  or  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original. 

REQUEST  FOR  PAYMENT:  I  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned,  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 


5.  SIGNATURE  (Patient  or  authorized  representative) 


DATE  SIGNED 


6.   ADDRESS  (Street  addreit.  City,  Slate,  ZIF  Code) 


TELEPHONE  NUMBER 


395--  7f&f 


This  Part,  Including  Physician's  Signature, 
PART  II — REPORT  OF  SERVICES— TO  BE  COMPLETED  BY  PHYSICIAN—  Need  Not  Be  Completed  If  Paid,  Itemized 
  Bills  Are  Submitted. 


DATE  OF 

EACH 
SERVICE 


PLACE 
OF 
SERVICE' 


FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
6UPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 


8.   NAME  AND  ADDRESS  OF  PHYSICIAN  OR  SUPPLIER  (Number  and  street.  City, 
State,  ZIP  Code) 

E  E  TREIOEL  MD 
698  KAPLEWO0D  AVE 

AM8RI0GE  PA  TREIEE698 


NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  SERVICES 
OR  SUPPLIES  (Diagnosis) 


TELEPHONE  NUMBER 


CODE  NO. 

02560 


9.  Total 
Charges 


Amount 
Paid 


1 1 .  Any  Unpaid 


*4 


12.  ASSIGNMENT  OF  PATIENTS  BILL             PTTaccept  assignment 
(See  reverse)  I— I 

[  1  DO  NOT  ACCEPT  ASSIC 

NMENT 

13.   SIGNATURE  OF  PHYSICIAN  OR  SUPPLIER  (A  physician's  signature  certifies  that  physlcian't 
v   services  were  personally  rendered  by  him  or  under  Us  personal  direction) 

DATE  SIGNED 

3-i-C>7. 

>0 — Doctor' i  Office  IH — Inpatient  Hetpital  ECT — Extended  Care  facility 
II— Indc-penaW  Laboratory  (give  name  and  addreu  In  7Q  H— PoHent'i  Heme 


form  SSA-1490  («.••) 


Heipltal 


(Specify  in  7C) 
NH — Nurelnn  Heme 


*Blanked  out  by  Ways  and  Means  Committee. 
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DR.  CHAS.  H.  WOLFE  DR.  ERNEST  E.  TREIDEL 

K*r.  No.  7360  .  Reg.  No.  5101 

Phonei  266-2390  '  Pbonoi  266-4509 

OUico  Houtm  1  to  3  &  7  to  9  P.  M.  Sunday  By  Appointment 
Cor.  Me  pie  wood  Are.  mad  Sorenlh  St.  Ambridge,  Pa.  15003 

POR  AGE..,.'.   j 

ADDRESS...  !.  DATE  

\dUL  -wJUL       e^uU  \ 
Tlo.  5~  . 


S.,K....,£LuuJii^..  m.  d. 

REPETATUR  YES  □  NO  □  TIMES  


*BlankecTout  by  Ways  and  Means  Committee. 
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FORM  SSA-1533   IB-MI  ' 


DEPARTMENT  OF 

HEALTH,  EDUCATION,  AND  WELFARE 
Social  Security  Administration 

BALTIMORE,  MARYLAND  2)235 

NOTICE  OF  HOSPITAL  INSURANCE  UTILIZATION 


NAME  AND  ADDRESS  OF  THE  BENEFICIARY 
OR  REPRESENTATIVE  OF  THE  BENEFICIARY 

r  n 


L 


ALIQUIPPA  PA 


15001 


2-24-67 


HEALTH  INSURANCE  CLAIM  NUMBER: 

168-10-1906A 


The  bill  for  HOSPITAL  INSURANCE  services  described  below  was  recently  submitted  under  your 
health  insurance  claim  number  and  recorded  to  your  account. 


TYPE  OF  SERVICES 

DATES  COVERED  BY  BILL 

NUMBER  OF  HOME  HEALTH 

FROM 

TO 

VISITS  INCLUDEO 

INPATIENT  HOSPITAL 

11-19-66 

12-31-66 

SEWICKLEY  VALLEY  HOSP 
BLACKBURN  R0 

SEWICKLEY  PENNSYLVANIA  15143 
BLUE  CROSS  OF  WESTERN  PENNSYLVANIA. 
1   SMITHFIELO  STREET 

PITTSBURGH  PENNSYLVANIA  15222  ' 
For  each  spell  of  illness,  your  HOSPITAL  INSURANCE  under  Medicare  pays  the  costs  of  all  covered 
services,  with  certain  exceptions.  These  are  the  exceptions  for  this  bill: 
$40.00  FOR  THE  FIRST  $40  OF   INPATIENT  HOSPITAL  SERVICES. 


Institution  or  agency 
providing  services 

Office  which  handled 
your  claim 


THIS  IS  NOT  A  BILL. 


RECORD  OF  ADDITIONAL  BENEFITS  AVAILABLE 
As  of  the  date  of  this  notice,  your  record  of  inpatient  hospital  and  extended  care  benefits  for  the  spell  of 
illness  involved  and  your  record  of  home  health  benefits  is  as  follows:  ;  


INPATIENT  HOSPITAL  DAYS 

EXTENDEO  CARE  FACILITY  DAYS 

HOME  HEALTH  VISITS 

USED  TMIf 
■ILL 

USED 
TO  DATE 

REMAINING 

USEO  THIS 
■  ILL 

USEO 
TO  DATE 

REMAININ* 

USED  THIS 
■  ILL 

USEO 
TO  DATE 

■EMAIHIM* 

42 

42 

43 

NONE 

NONE 

NONE 

NONE 

A  NEW  SPELL  OF   ILLNESS  CAN  BEGIN  ONLY  AFTER  YOU  HAVE  NOT  BEEN  AN 
INPATIENT   IN  ANY  HOSPITAL  OR  EXTENDEO  CARE  FACILITY  FOR  60  CONSECUTIVE 
DAYS. 


If  you  have  to  use  HOSPITAL  INSURANCE  services  again,  please  take  this  latest  notice  with  you  and 
show  it,  along  with  your  Health  Insurance  card,  to  the  agency  or  institution  furnishing  the  services. 


Robert  M.  Ball/ 


'Blanked  out  by  Ways  and  Means  Committee.  Commissioner  of  Social  Security 

PLEASE  READ  THE  OTHER  SIDE  OF  THIS  NOTICE  FOR  IMPORTANT  INFORMATION. 
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Tfklfttsxc  74W5B0 


•TATKMCNT 

JOHN  S.   LIGGETT.   M.  O. 
•      JOSEPH  B.   GRIFFITH.   M.  D. 
J.   HOWARD  CLARK.   M.  O . 
337  diavcr  enter 
8EWICKLEY.  PENNSYLVANIA  ■ 


< ;  ■. 

IQUIPPA, 

< 

re*  p«orn,ioHAL  scnvieu 


-2AQ.QQ 


Sewickley,  Pennsylvania.. 


Received  From  M  £ 

Uo-r^i  c^W.     (P^Va^  —  

Po»  PROFESSIONAL  Services 
Amount  op  Account 


Amount  Paid 


JOHN  S.  LIGGETT,  M.  O. 
JOSEPH  B.  GRIFFITH.  M.  D. 


< 

4\ 


i  u 


J 


Mi- 


ni? 


Received  of 


Li, 


o     *Blanked  out  by  Ways  and  Means  Committee. 
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,.„^-)-„  1 

2-3210 

v  ■■.*■■/ 
 — ' —  ■ 

2>o7& 

I     1  i 

JNT  RECEIVED  • 

REC'O 
BY 

DATE 

RECEIPT 
NO. 

PATIENT  NAME 

PATIENT 
NUMBER 

acctsVrec.  |out-fatieht|  othu 

ACCOUNT  CREOITEO 

•AIL  OF  CHECK  PAYMENT 

IT  of  check 

XCHANOE 

MT.  RECEIVED 

.J-jC  

RECEIPT  OF  THE  ABOVE  PAYMENT  IS  GRATEFULLY  ACKNOWLEOOEO 

SEWICKLEY  VALLEY  HOSPITAL 


SEWICKLEY.  PA. 


N°  83830 


NAME 
ADDRESS 


V.N.A.  =3  Uafl) 


per  sponges  &  1 


roll  1"  adhesiv 
— J  T75  


OTHM  THAN  »ATII»T> 


1  "  57909'4  ~ 


SEWICKLEY  VALLEY  HOSPITAL 

SEWICKLEY.  PA. 


BILLING  DATES 


Sevvickley.  Pennsylvania      /  1  1  *j 

Received  From  M_ 

«-■%  '  

Fob  Professional  Sehv 

 ■  Dollars 

Amount  or  Account 
Amount  Paid 

less 

JOHN  S.   LIGGETT,   M.  D. 
JOSEPH   B.  GRIFFITH.   M.  D. 
J.   HOWARD  CLARK.  M.  D. 

Balance 

•Blanked  out  by  Ways  and  Means  Committee. 
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LIM.  IOUC»tlOM.  »MO»(LFi«f 


m 

REQUEST  FOR  PAYMEN 


MEDICAL  INSURANCE  BENEFITS — SOCIAL  SECURITY  ACT 


 • —  . 

\ 

MEDICARE 

PENNSYLVANIA  BLUE  SHIELD 

BOX  65„   CAHP  HILL?   PA.  : 17011 

Copy  from 
your  HEALTH 
INSURANCE 
CARD  r^ 

NAME  Or  BENEFICIARY  (Palltnl) 

CLAIM  NUMBER 

j^j  MALE  [^j  FEMALE 

PART  1 — CLAIMS  INFORMATION! — TO  BE  COMPLETED  BY  PATIENT. 

I.  Describe  the  illness  or  injury  for  which  you  received  treatment.  (You  do  not  need  to  complete  this  item  if  your  doctor  completes 
Part  II  below) 


2.  Was  your  illness  or  injury  connected 
with  your  employment? 


.  .  _ _         3.  Arc  you  attaching  itemized 

|  |  yes  [>g  NO         receipted  bills? 


4.  ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?  yes    HF^  no 

AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic/ or  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original. 

REQUEST  FOR  PAYMENT:  I  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned,  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 


5    SIGNATURE  {Patient  or  authorized  representative) 

DATE  SIGNED 

6.   ADDRESS  (Street  addresi.  City,  StatfJiJP  Code)  fy 

TELEPHONE  NUMBER 

"75?  /scC/ 

77 V  c/of 

s  This  Part,  Inducing  Physician's  Signature, 
PAST  13 — REPORT  OF  SERVICES — TO  BE  COMPLETED  BY  PHYSICIAN—  Need  Not  Be  Completed  If  Paid,  Itemized 
  Bills  Are  Submitted. 


DATE  OF 

EACH 
SEHVICE 


FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
SERVICE'        6UPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 


NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  SERVICES 
OR  8UPPLIE8  (Diagnosis) 


TELEPHONE  NUMBER 


M  R  ZERNICH  MD 
20TH  S  MAIN  STS 
ALIQUIPPA  PA 


ZERNMR20T 


16064 


9.  Total 
Charges 


10.  Amount 
Paid 


11.   Any  Unpaid 
Balance  Due 


12.  ASSIGNMENT  OF  PATIENT'S  BILL  I — 1 ,  accept  assignment 

(See  reverse)  1 — 1 

|      |  1  DO  NOT  ACCEPT  ASSIGNMENT 

13.   SIGNATURE  OF  PHYSICIAN  OR  SUPPLIER  (A  physician's  signature  certifies  that  physician's 
^^servlces  were  personally  rendered  by  him  or  under  his  personal  direction) 

□  «»□«»□  J* 

DATE  SIGNED 

•  '0 — Doclor'i  Office  IH — inpatient  Hospital  EC? — Extended  Care  Facility 
il— Indopandont  Laboratory  Iglvm  name  and  addratt  In  7CI  H— Patlgnt't  Home  OH- 

OL — Other  LocoHoni  (Specify  In  7CI 
—Outpatient  Hoipltal  NH — Nunlng  Home 

FORM  SSA*K£0  (4-60) 


•Blanked  out  by  Ways  and  Means  Committee. 
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ESscx  8-0  J  tt 


STEPHEN  ZERNICH.  Jr..  M.  D. 
COR.  20th  a  MAIN  STREET 
ALIQUIPPA.  PA. 

11/9/66 


Monaca,  Pa. 


FOR  PROFESSIONAL  SERVICES: 


10/20/66  Surgery  $60.00 

After  we  have  been  paid  we  will  give  you  a  receipt, 
You  can  then  submit  this  to  Medicare. 


.  to  TK-r.  or\cL.r<  o? 
MELLON  Mi-.YEOMAL  BANK 
75    AND  TRUST  COiSPAtiY  76 
DR.  STEPHEN  ZERNICH 
DR.  WALLACE  ZERNICH 
DR.  MICHAEL  R.  ZERNICH 

MAKE  CHECKS  PAYABLE  TO  ZERNICH  CLINIC 


STEPHEN  ZERNICH,  Jr.,  M.  D. 

20th  &  MAIN  STREET  -N  •  D  /  &x3 


ALIQUIPPA,  PA.  15001 
PHONEi  375-01 1 1 


m  >  v 


"Collars 


'Blanked  out  by  Ways  and  Means  Committee. 
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DR.  HARVEY  E.  THORPE 

206  IROQUOIS  BLD*0> 
3800  FORBES  AVE. 
PHONE  682-4003 


RECEIVED  OF. 


FOR. 


Amount  Paid  $_ 


/O.  00 


Balance  Due  $_ 


Pittsburgh,  Pa.,  15213. 


74186 

/V-  196^1 


By, 

PITT8BUACH  3AHSB00K  CO..  PITTSBUPSH,  PA. 


DR.  HARVEY  E.  THORPE 

206  IROQUOIS  SLOG. 
3600  FORBES  AVE. 
PHONE  682-4003 

Pittsburgh,  Pa.,  15213 


Amount  Paid  $_ 


Balance  Due  $  /0  O 


73318 


.19 


By  &± 

PITTSBUR5H  9*Zfc£l*0K  CO..  PITTSBUBS 


PITTSBUPSH,  PA. 


RECEIVED  OF. 


DR.  HARVEY  E.  THORPE 

206  IROQUOIS  BLDO. 
3600  FORBES  AVE. 
PHONE  682-4003 


Pittsburgh, 'Pa.,  15213. 


74025 


FOR. 


Amount  Paid  S- 

Balance  Due  S  


PlTT»BURGH^l^i6B00K  CO..  PITTSBURGH,  PaT" 


'Blanked  out  by  Ways  and  Means  Committee. 
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TCLCPMONL  77S-1100 


STATEMENT 

0.  R.  PATRICK.  M.O. 
M.  F.  TAYLOR.  M.O. 

OH0L04V  . 
262  CONNECTICUT  AVENUE 
ROCHESTER,  PENNSYLVANIA 


Of  rice  hour* 

BY  APPOt  HTM  O*  T 


[  Ailqylppa,  .Pa 


J 


DATE         |                      PROFESSIONAL   SERVICE                      J  *  CHARGE 

PAID 

OALANCE 

Balance  of  of  fie©  visit 

•?o/}./fV 

l  on . 

in 

(hochis 

tor  General  IiOsr»it<!LH 

10/7/66 

.C.Y3toscony 

)Q 

00 

I )  "  • 

PAY  LAST  AMOUNT"  I 


TNI*  COLUMN 


OC  -OFFICE  CALL 
HCD -MOUSE  CALL  DAT  . 
HCN  — HOUSI:  CALL  N'GHT 
MOSP  —  HOSr-lTAl  CARE 
L  — LA60RATORT 


I -INJECTION 
INS  -INSURANCE 
OB -OBSTETRICAL  CARE 
05-  OFFICE  iURCCRY 
HS- HOSPITAL  SURC-EfiY 


PE  — PHYSICAL  EXAMINATION 
EKC  -  ELECTROCARDIOGRAM 
XR  —  X  RAY 

«•- MEDICATION 
NC-NO  CHARGE 


*  Blanked  out 


by  Ways  and  Means  Committee. 
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PENNSYLVANIA  BLUE  SHIbLD 


TITLE  XVIII,  SOCIAL  SECURITY  ACT. 


S  NAME  &  ADDRESS 


AL1QUIPPA  PA- 


REPORT  NUMBER 

H.  1.  CLAIM  NUMBER 

DISPOSITION 

DATE 

YOUR  S50  00  DEDUCTIBLE 

34406832 

169101019A 

ASS IGNEO 

1223p6 

HAS  BEEN  SATISFIED  FOR  THE 

YEAR  INDICATED  HERE   1966 

5ER"vT£t 

PLACE  OF  SERVICER] 

DESCRIPTION  Of  SERVICE(S) 

TOTAL 
CHARGES 

CHARGES 
NOT  ALLOWED  * 

CHARGES 
AUOWFD 

10'p4^)6 
1G0266 
10,1766 
100366 

[NPATIENT  HGSPITAL 
[NPATIENT  HOSPITAL 
[NPATIENT  HOSPITAL 
[NPATIENT  HOSPITAL 

ANESTHES IA 
DIAGNOSTIC  LAB 
DIAGNOSTIC  LAB 
DIANQSTIC  X-RAY 

34|3G 
2113 
.  2^0 
1750 

1 
1 
1 

3430 
2113 

2j50  ' 
1750 

REMARKS  1 

7543 

7543 

PROVIDERS  Of  SERVICES  AND  SUPPLIES 


50.00 

25.43 

5.09 

20.34 

55.09 

.  DEDUCTIBLE 
;  ,  PAYABLE 
BY 

BENEf  IC1ARY 

BALANCE 

OF 
ALLOWED 
CHARGES 

LESS  20% 
PAYABLE 
BY 

BENEFICIARY 

MEDICAL 
INSURANCE 
BENEf  ITS 
PAID 

TOTAL 
PAYABLE 
BY 

BENEFICIARY 

YOU  HAVE 
ALREADY  PAID 

WE  ARE 
PAYING  YOU 

AND  DOCTOR  ' 
OR  SUPPLIER 

THE  ABOVE  BOXES  WILL  Be  BLANK  UNLESS  YOU  HAVE 
ALREADY  MADE  A  PAYMENT  ON  YOUR  BILL. 

PENNSYLVANIA  r\      •  SZ-ZZ  TrJ.rZ: 

CAMP  MILL.  PENNSYLVANIA  17011 


FOR  HEALTH  INSURANCE  —  SOCIAL  SECURITY  ACT 

BENEFICIARY'S  NAME  &  ADDRESS  DATE 

l3/23/66 


ALIQUIPPA  PA 


PAY  TO  THE  ORDER  OF 


ROCHESTER  GEN  H0SP 
500  PINNEY  ST 
ROCHESTER  PA 


check  no.3040242 

MUST  IE  CASHED  WITHIN  6  MONTHS 


$•20  134 


NON— NEGOTIABLE 


*Blanked  out  by  Ways  and  Means  Committee 
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#6 


I  1     \  MEDICAL  SERVICE 

ASSOCIATION 
£■  I      OF  PENNSYLVANIA 

PENNSYLVANIA     '  "  - :  •  . :  r '  j  

PMONE: 

CAMP  HILL,  PENNSYLVANIA  17011  (717)  336-0011 


February  9,  1967 


Aliquippa,  Penna. 


HI  Claim  Number:  168-10-4573-A 
Report  Number: 


Dear  Mr. 


The  enclosed  bill(s)  were  received  by  us,  recently,  with  a  Medicare  Request 
for  Payment  form. 

Pennsylvania  Blue  Shield,  as  a  Medicare  Part  B  carrier,  processes  Request 
for  Payment  forms  only  for  physicians'  services  and  medical  supplies  provided  in 
Pennsylvania.  ;  . 


If  the  enclosed  bill(s)  are  for  physicians'  services,  we  must  have  the  name(s) 
'of  the  doctor (s),  dates  of  service,  exact  type  of  service  and  itemized  charge  for 
each  service.    Please  have  the  hospital  show  this  information  on  the  bill(s). 

After  the  above  information  is  inserted  on  the  bill(s)  and  the  bill(s)  are 
receipted,  complete  the  enclosed  Request  for  Payment,  attach  the  receipted  bill(s) 
and  return  to  us  for  processing. 


Medicare  Claims  Processing  Department 


bjb 

Enclosure (8) 


'Blanked  out  bv  Ways  and  Means  Committee. 
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>-:■-■ 
00365 


REQUEST  FOR  PAYMENT 

MEDICAL  INSURANCE  BENEFITS— SOCIAL  SECURITY  ACT 
(Typo  or  Print  all  Information) 


form  Appro»td. 

owogei  Bur.og  No.  72-IWO 


MEDICARE 

PENNSYLVANIA  BLUE  SHIELD 

BOX  650    CAMP  HILLs    PA.  17011 

Copy  from 
your  HEALTH 
INSURANCE 
CARD  rK 

V 

NAME  OF  BENEFICIARY  (Patient, 

PART  1 — CLAIMS  INFORMATION! — TO  BE  COMPLETED  BY  PATIENT. 

1.  Describe  the  i'.iness  or  injury  for  which  you  received  treatment.  (You  do  not  need  to  complete  this  item  if  your  doctor  completes 
Part  II  below) 

2,  Was  your  illness  or  injury  connected 
wi;h  your  employment? 

l_J  YES  S^NO 

3.  Arc  you  attaching  itemized  ,   

receipted  bills?                                     yes    j  j  no 

4.  ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?  1  |  yes    £V  no 

AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic  op  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original. 

REQUEST  FOR  PAYMENT:  I  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned,  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 


5    SIGNATURE  {Patient  or  authorized  representative) 

t>    .    *  .  _ 

6,   ADDRE6S  (Street  adireu.  City,  Stale,  Zip  Code) 


DATE  SIGNED 


jg/g/S  7 


m,  I  TELEPHONE  NUMBER 

five,   n^f  %ucp/y\.  fA  37^^? 


PART  II — REPORT  OF  SERVICES — TO  BE  COMPLETED  BY  PHYSICIAN- 


This  Part,  Including  Physician's  Signature, 
Need  Not  Be  Completed  If  Paid,  Itemized 
Bills  Are  Submitted. 


DATE  OF  PLACE  FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 

EACH  OF  PROCEDURES  AND  OTHER  SERVICES  OR 

SERVICE  |     SERVICE1    |    SUPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 


NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  SERVICES 
OR  SUPPLIES  tDiapio'sti) 


,  NAME  AND  ADDRESS  OF  PHYSICIAN  OR  SUPPLIER  (Number  and  Itreet.  City, 
State,  ZIP  Code) 

S       ZERNICH  JR  MD 
20TK  MAIN  STS 

ALICUIPPA  PA  ZERNS  20T 


TELEPHONE  NUMBER 


9.  Total 
Charge 


10.  Amount 
Paid 

trr 


09389      ;n-  *■*  UnPQid  i  $ 

Balance  Due  , 


12.  ASSIGNMENT  OF  PATIENTS  BILL 
(See  reverse) 


z 


I  ACCEPT  ASSIGNMENT 


z 


I  DO  NOT  ACCEPT  ASSIGNMENT 


13.  SIGNATURE  OF  PHYSICIAN  OR  SUPPLIER  (A  physician's  siinature  certifies  that  physida 
■    teivlcii  were  personally  rendered  by  Htm  or  under  hit  personal  direction) 


DATS  SIGNED 


C— Doctor'*  Offic*  IH— Jnoatitnt  Heipltal 

il — Irnjopondont  laboratory  Iglv  nam»  and  addrttt  In  7CI 


ECF— fcit.ndod  Car*  Facility 
H— Patltnt't  Homo 


OL— Oth. r  location!  tSpxily  in  7Cl 


patltnt  Hoipital 


NH — Nunlng  Ho 


SSA-USO  tx 


'Blanked  out  bv  VVavs  and  Means  Committee. 
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STE?HEN  ZERNlCH,  it.,  M.  D. 
WALLACE  ZERNICH,  M.  D. 

*JO»U    !     AAA1M  CTDCCT 

ALIQUIPPA,  PA.  1500) 
PHON£«  375-01 11 

; 

.  2 

6212 

v  hd  JL 

Received  of 

STEPHEN  ZERNICH,  Jr.,  M.  D. 
WALLACE  ZERNICH,  M.  0. 
20th  &  MAIN  STREET 
ALIQUIPPA,  PA.  15001 
PHONE«  375-0111 


Received  op  


H?  6142 


Dollars 


*Blanked  out  by  Ways  and  Means  Committee. 
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/  '    SIDNEY  N.  BUSIS.  M.D. 

3500  FlFTH  AVENUE 
"  *  PHONE:  G81-7755 
PITTSBURGH,  PENNSYLVANIA  15913 

Received  from     //c->.  , 
In  re: 

AMOUNT  OF  ACCT  S   .....„...y  

AMOUNT  PAID  S...£..T.*.  

BALANCE  DyE  -  •  5...  

CASH  CHECK  C   1        M.O.  £  3 


mM  


N9  '5851 


Dollars  $ 


/o  ■  ©  6 


SIDNEY  N.  BUSIS,  M.D. 


THANK  YOU 


SIDNEY  N.  BUSIS,  M.D. 

3500  FIFTH  AVENUE 
PHONE:  681-7755 
PITTSBURGH,  PENNSYLVANIA  15213 

Received  from 


J  AaX. 


In  re: 


AMOUNT  OF  ACCT  S   

AMOUNT  PAID  -  -  

BAUNCE/OUE  •  •  S  

CASH  iA        CHECK  t   1        M.O.  C  3 


N?  5804 


Dollars  S-^lJ^P.. 


By 


SIDNEY  N.  BUSIS.  M.D. 
THANK  YOU 


"Blanked  out  by  Ways  and  Means  Committee. 
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EXPLANATION  OF  OUTPATIENT  HOSPITAL  BENEFITS 

MEDICAL  INSURANCE  (Title  XVlll.  Social  Security  Act) 


BLUE  CROSS  OF  WESTERN  PENNSYLVANIA 


P.  0.  BOX  1465 
PITTSBURGH,  PA.  15230 


168-10-4573  A 


12-16-66 


NAME  AND  ADDRESS  OF  THE  BENEFICIARY 
OR  REPRESENTATIVE  OF  THE  BENEFICIARY 


hi  /.fjiif  i.p/t,  Vm  15001 


NAME  AND  ADDRESS  OF  HOSPITAL 

~i    r  '  ",  n 

Aliquippa  Hospital 
Aliquippa,  1'a.  15001 


L 


_1  L 


The  bill  for  OUTPATIENT  HOSPITAL  services  described  below  was  recently  submitted  under  your  health  insurance 
claim  number. 


DATE  OF 
EACH' 
SERVICE 


DESCRIPTION  Of  SERVICES 


NON- 
COVERED 
CHAROES 


7-23-66 


Examination 


10.00 


10.00 


$  10.00 


$     16.00  $ 


Loss  physician  charges  included  in  totals 


TOTAL  COVERED  CHARGES  for  this  bill 


10.00 


The  computation  of  MEDICAL  INSURANCE  benefits  for  this  bill  is  shown  below.  The  amount  shown  in  the  "You  Paid  Hospital" 
column  is  the  amount  you  had  paid  for  outpatient  hospital  services  at  the  time  the  hospital  submitted  your  claim  for  our  review. 
The  figure  shown  does  not  include  any  amount  you  paid  the  hospital  for  physicians'  services,  nor  does  it  include  any  amount 
paid  by  you  after  your  claim  left  the  hospital.  .  .  . 


$  10.00 

$  14.00 

$  none 

$  ' 

5  none 

$  10.00' 

$ 

$ 

TOTAL-  '■ 
COVERED 
CHARGES 

DEDUCTIBLE 
PAYABLE  BY 
BENEFICIARY 

BALANCE  OP 
COVERED 
CHAROES 

LESS  20* 
PAYABLE  BY 
BENEFICIARY 

MEDICAL 
INSURANCE 
BENEFITS 

TOTAL 
PAYABLE  BY 
BENEFICIARY 

YOU  PAIO 
HOSPITAL 

REFUND 

(Enclosed) 

The  above  boxes  will  be  blank  unlets 
you  paid  hospital  for  part  of  bill. 

DEDUCTIBLE  STATUS  AS 


ITE  OF  THIS  NOTICEi 


See  paragraph  #2  on  back  of  notice 


You  have  incurred  £       10.00  toward 

the  deductible  for  this  calendar  year. 


-    .        PLEASE  READ  THE  OTHER  SIDE  OF  THIS  NOTICE  FOR  IMPORTANT  INFORMATION  ; 
comp  sit  meo  t7.os)  *Blanked  out  by  Ways  and  Means  Committee.  *  •  ' 
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PENNSYLVANIA 


ASSOCIATION 
OF  PENNSYLVANIA 


CAMP  HILL,  PENNSYLVANIA  17011  !  (717)  236-901*. 

'  ! 

February  9,  1967 


HEPLYi  WNITC  TO 

MEDICARE  DEPARTMENT 


Avenue 
Aliquippa,  Penna. 

HI  Claim  Number:        .  168-10-4573-A 
Report  Number: 


Dear  Mr.  Koza: 


The  enclosed  bill(e)  were  received  by  us,  recently,  with  a  Medicare  Request 
for  Payment  form. 

Pennsylvania  Blue  Shield,  as  a  Medicare  Part  B  carrier,  processes  Request 
for  Payment  forms  only  for  physicians*  services  and  medical  supplies  provided  in 
Pennsylvania . 

If  the  enclosed  bi.ll(s)  are  for  physicians'  services,  we  must  have  the  name(s) 
of  the  doctor (s),  dates  of  service,  exact  type  of  service  and  itemized  charge  for' 
each  service.    Please  have  the  hospital  show  this  information  on  the  bill(s). 

After  the  above  information  is  inserted  on  the  bill(s)"  and  the  bill(s)  are 
receipted,  complete  the  enclosed  Request  for  Payment,  attach  the  receipted  bill(s) 
and  return  to  us  for  processing. 

Medicare  Claims  Processing  Department 

bjb  ■        j  :  ■  J'  .■ 

Enclosure (s) 

•Blanked  out  by  Ways  and  Means  Committee. 
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PENNSYLVANIA  BLUE  SHIELD 

CAMP  HILL,  PA.  1T0J1 


NOTICE  OF  CLAIM  PAYMENT 

THIS  PAYMENT  IS  PROOF  OF  THE  VALUE  OF  YOUR 
BLUE  SHIELD  PROTECTION.  NEARLY  2  MILLION 
OTHER  PAYMENTS  WILL  BE  MADE  ON  BEHALF  OF 
PENNSYLVANIA  BLUE  SHIELD  MEMBERS  THIS  YEAR 


SUBSCRIBER  OR  DOCTOR: 

13409 


L 


AVE 

ALIOUIPPA  PA 


AOWECMEHT NO 


209013551 


1 


MO.    DAY  YR. 

11  10  66 

CLAIM  NO. 

6580976 


PAYMENT  WAS  MADE  TO: 

r 

E  A  HUMPHREYS  M0 
235  SUNSET  R0 
PITTSBURGH  37  PA 


DATE  Of  SERVICE 


10 


SURGERY  AN0  MEDICAL 


1  [ 


J 


$92.00 


WAS  PAID  BY 
BLUE  SHIELD 


•Blanked  out  by  Ways  and  Means  Committee. 
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office  hours 
by  appointment 
monday  thaouoh  saturday 


iOV.  U. 


,66 


Earl  A.  Humphreys,  m.  d. 

233  SUNSET  RD. 
PITTSBURGH.  PA.  15237 


Mr. 


Ali-ulooa,  Pa. 


WOn  PNOFIIIIONAL  SERVICES) 


191.00 


Hospital  care  B/lO/66  to  8/2?/66  $105.00 
(fcstrosco?y  8/11/66  $50.00 
CytoloRy  B/12/66  *15.00 
Office  visit  5  HI  9/9/66  $7.00 
Office  visit  9/16/  5  PU  57-00 
Office  visit  9/23/66  57.00 
This  account  was  seRt  to  Blue  Shield. 
9/9/66  and  no  reoly  has"  been  received. 

Received  Payment 


For  billing  Inform* boo  please  all  364-4136 


identification  card 

BLUeHErOSS 
OF  WESTERKt-PENNSYLVANIA 


IDENTIFICATION  CARD 


PENNSYLVANIA  BLUE  SHIELD 


ONE  SMITH  F|E  LD  STREET,  PITTSBURG 

H.  PA.  19222 

HAME  ^ 

SP  1 

GROUP  NU  M  B  EN 

AGP-EEMENT  MUM6ER 

OATE  OF  POE 

S.  AGMT. 

62007-02 

209-01-355U 

07-01-66 

AORECMCHT  HO. 


»E  Of  MEMBEBSHI 


MASTER 


MASTER  -  MEDICARE  SUPPLEMENTAL 


07-01-66rr«Tlv*  o*T* 


The  above  named  person  is  entitled  to  such  benefits  os 
provided  by  the  Agreement  under  which  he  or  she  is  en- 
rolled. Hospitals  are  authorized  to  render  services  subject 
to  verification  by  this  office. 


William  H.  Ford,  President 


The  above  nomed  person  is  entitled  to  such  benefits  as 
provided  by  the  Agreement  under  which  he  or  she  it 
enrolled.  JCA*  I 

Executive  Offices  ">»1>l 
Camp  Hill,  Pennsylvania  Executive  Vice- Pre  slden 


'Blanked  out  by  Ways  and  Means  Committee. 
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PATIENT'S  CASH  RECEIPT 


OUT 
PATIENT 


ALLEGHENY  GENERAL 
HOSPITAL 

PITTSBURGH,  PA.  JJQ  11661 

CASH  RECEIPT 


TYPE  OF  REMITTANCE  (Chock  V  Ono) 

CASH/ 

MONEY  ORDER 

CHECK 

IN 

PATIENT 


RECEIVED  FROM  ^ 


FOR  ACCOUNT  OF 


DATE 


REGISTER  NO. 


■7 


AMOUNT 


PERSON 
RECEIVING 
PAYMENT 


J 


A 


We  acknowledge  with  thank*  receipt  of  amount  printed  hereon  which  hat  been  credited  to  your  account 


Health  y&V  Insurance 


i  SOCIAL     SECURITY  ACT 

i^JAME  OF  BENEFICIARY  p,  jfrl    *  Q  Q-f 

j  Claim  number  sex 

•  109-0 1-3551.-A  '  MALE 

<  IS  ENTITLED  TO  EFFECTIVE  DATE 

i  HOSPITAL   INSURANCE  7-1-66 

'  MEDICAL      INSURANCE  7-1-66 


SIGN 
HERE 


*  Blanked  out  by  Ways  and  Means  Committee. 
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BI'aiTaiN!  or 

H.»LTH.  CDUC>TK>N.  »M0  VCLFtM 


REQUEST  FOR  PAYMENT 

MEDICAL  INSURANCE  BENEFITS— SOCIAL  SECURITY  ACT 
(Typo  or  Print  all  lnlormatiotf~\  f  /  f 


fwfi  Approved.  _^  ,  h— 


Copy  from 
your  HEALTH 
INSURANCE 
CARD 


CLAIM  NU 


1BER 


tSfMALKD' 


PART  I— CLAIMS  INFORMATION — TO  BE  COMPLETED  BY  PATIENT. 


1.  Describe  the  iHness  or  injury  for  which  you  received  treatment.  (You  do  not  need  to  complete  this  item  if  your  doctor  completes 
Part  II  below)  


2.  Was  your  illness  or  injury  connected 
with  your  employment? 


.  .       r-7<^  I  3-  Are  y°u  attaching  itemized 

1    |  VES^f  | NO  |      receipted  bills?  


4.  ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?  O  yes  J/H  no 

AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic"  or  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original.  ( 
REQUEST  FOR  PAYMENT:  I  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned,  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 


5    SIGNATURE  (Fallen!  or  aulhorlttd  representative) 

^ATE^IGNBD 

6    ADDREJS'fJlrfct  address.  City,  Stale,  ZIP  Code)  . 

TELEPHONE  NUMBER 

/'          S  '      This  Part,  Including  Physician's  Signature, 
PART  II— REPORT  OF  SERVICES— TO  BE  COMPLETED  BY  PHYSICIAN—    Need  Not  Be  Completed  If  Paid,  Itemized 

Bills'  Are  Submitted. 

7. 

DATE  OF 

EACH 
GERVICE 

B. 
PLACE 

OF 
SERVICE1 

C. 

FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
SUPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 

D. 

NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  6ERVICE6 
OR  SUPPLIE8  (Diagnosis) 

E. 

CHARGES 

L.ov. 

Blonk 

$ 

) 

Pity 

(pel 

8.   NAME  AND  ADDRES8  OF  PHYSICIAN  OR  SUPPLIER  (Number  gnd  street,  City, 
State,  ZIP  Code) 

TELEPHONE  NUMBER 
CODE  NO. 

9.  Total 
Charges 

10.  Amount 
Paid 

11.  Any  Unpaid 
Balance  Due 

$ 

12.  ASSIGNMENT  OF  PATIENT'S  BILL 
(See  reverse) 


□ 


I  ACCEPT  ASSIGNMENT 


DO  NOT  ACCEPT  ASSIGNMENT 


13.  6IGNATURE  OF  PHYSICIAN  OR  SUPPLIER  (A  physician's  signature  certifies  that  physician's 
j.   services  were  personally  rendered  by  him  or  under  his  personal  direction) 


O ATE  SIGNED 


»0 — Doctor'i  Offlco  IH — lnpoli.nl  Hoipltol  tCf — Extended  Car*  Facility  01 — Oth«r  Location!  'Spocify  In  TCI 
IL— lndcp«nd«nt  Laboratory  fg/v  nom«  end  addrtu  in  TO  H— Poli«nt'>  Horn*  OH— Oulpolltnt  Hoipjtcj  NH — Nurting 


SSA-1430 
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DOCTORS  OFFICES 
•UNIVERSITY  HEALTH  CENTER 


106  LOTHROP  STREET 
PITTSBURGH,  PENNSYLVANIA  15213 


October  18       10  66 


PHONE  683-1620   UCGODer   JLO  J  Q_ 

EXT.  611 


r      Mr.*   :,  n 

.  St. 

Aliquippa,  Pennsylvania 

L  J 

Phase  tear  off  and  return  with  your  remittance  to  insure  proper  credit. 
Itemized  statement  will  be  furnished,  if  requested. 


FOR  professional  services       (Rendered  by  Dr.  Henry  T.  Bahason) 
age:  7^ 

Professional  Fee:  $200.00 
(Surgery  perfoomed  at  Presbyterian- 
University  Hospital  on  8-19-66) 


OPERATION:    Removal  of  left  renal  cyst. 

PA4D 

"doctors  offices 

Please  mike  checks  payable  to  Doctors  Offices  and  mail  to-. 
University  Health  Center,  106  Lothrop  Street,  Pittsburgh,  Pennsylvania  15213 

toe 


*Blanked  out  by  Ways  and  Means  Committee. 
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PRESBYTERIAN  -  UNIVERSITY  HOSPITAL 

230  Lothrop  Street 
Pittsburgh,  Pennsylvania  15213 
Phone:  682-8100 


CASH  RECEIPT  Date. 

Rec'd  of:  

Acct  of:_  


Accomodation 

Cash Check  Other 

££r    □  □ 

Remarks:       ^^^/"^^^^  J 


Classification  of  Accoupr 

In  House  j^T01*^  □     OP    □  -    ER    □  □ 


We  have  endeavored  to  have  all  charges  included  in  your  bill.  A  lat- 
er statement  may  be  sent  to  cover  charges  or  credits  not  recordedat 
this  time. 


RECEIPT  # 


32925 


Thank  You 


ALLEGHENY  TYPEWRITER  CO.,  PITTSBURGH,  PA.  CO  701  14      0*332  864-U 

*  Blanked  out  by  Ways  and  Means  Committee. 
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STATEMENT 

Practice  Limited  To 

Orthopaedic  Suraery  •  r  M  0> 

COR.  20lh  &  MAIN  STREETS 
ALIQUIPPA,  PA.  15001 

Telephone  375-01 11 

JuXy....l9j  »££ 


 T„;  Street  

.Aliquipp*r  ...Pa.  ••  


FOR  PROFESSIONAL  SERVICES: 


6/6/66 
7/12/66 


x-ray  left  foot 
Blue  shield  paid 


Balance  due 


$10.00 
5.00 

$5.00 


^g^^'  i  ^6^  ^^^^  ^'ftfcJ 


ALIQUIPPA  HOSPITAL 

Aliquippa,  Pa. 


OP"  17554 


CASH^ 

M  0 

CHECK 

Date    £  " 

19 

OP 

IP 

M  ISC 

FOR  ACCOUNT  OF 

AMOUNT  J 

DOLLARS 

RECEIVED  FROM  j/ 

SERVICE 


CASH  RECEIPT 


ALIQUIPPA  HOSPITAL 

*  Oft 


We  Acknowledge  with  Thanks  Receipt  of  Amount  Shewn. 

'Blanked  out  by  Ways  and  Means  Committee. 
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M.  PRINCETON  NADLER,  M.  D. 

ROBERT  J.  PAVLIS,  M.  D. 
401  Broad  Street 
SEWICKLEY.  PA. 

Phone  741-8920  DATE  / ' 


1012 


PLEASE  PRESENT  AT  DESK 

*  Milium  1 1  ■■■■  ■    ■   U 


PATIENT: 


BILL  TO:  _ 


JLJL  


 ^-^r 

\  -  REFRACTION  * 

■■ 

2  -  OFFICE  CALL 

PREVIOUS      \  /  V/ 
BALANCE 

3  -  CONSULTATION 

TODAY'S        -S  Q 
CHARGE  - 

4  -  SURGERY 

5 -COMPENSATION 

PA,D    o?^  CO 

TODAY  ^ 

6 -GLASSES 

7  -  REPAIRS 

BALANCE  £^ 

8-  MISC. 

9  - 

Please  Give  Us  24  Kours  Advance  Notice 
I?  You  Cannot  Keep  This  Appoissicnent 


NEXT  APPOINTMENT 
DATF  TIME  


'Blanked  out  by  Ways  and  Means  Committee. 
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STATEMENT 

ESSEX  B-Ol  1 1 

STEPHEN  ZERN1CH.  Jr..  M.  D. 
COR.  20tm  &  MAIN  STREET 
ALIQUIPPA.  PA. 

 July  19.       ,„  66 

*   

 Street  

 Aliquippa.  Pa,  

FOR  PROFESSIONAL  SERVICES: 

7/18/66  Office  call  &  treatment  $5,00 


MAKE  CHECKS  PAYABLE  TO  ZERNICH  CLINIC 

*Blanked  out  by  Ways  and  Means  Committee. 
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STATEMENT 


STEPHEN  ZERNICH.  Jr..  M.  D. 

COR.  20th  ft  MAIN  STREET 
ALIQUIPPA.  PA. 


September  7.      t£6  ^ 


Street 


Aliquippa,  Pa, 


FOR  PROFESSIONAL  SERVICESi 


7/22/66  Surgery  $150.00 

After  we  have  been  paid  we  will  give  you  a  receipt 
You  can  then  turn  this  into  Medicare. 


MAKE  CHECKS  PAYABLE  TO  MUNICH  CLINIC 
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x/f//3/r 


PENNSYLVANIA  BLUE  SHIELD     camp  hiu.  pa.  17011 


BENEFICIARY'S  NAME  &  ADDRESS 


ALIQUIPPA  PA 


0017564 


REPORT  NUMBER 


CLAIM  NUMBER 


168I04588A      1  NON-ASSIGNED  I  12|C5[66  lea»  indica 


TOUR  S50  00  DEDUCTIBLE 
S  been  Satisfied  for  the 
CATED  HERE.  > 


1966 

CHa&CES 
'OWED 


PLACE  OF  SERVICER) 


DESCRIPTION  OF  SERVICE  IS] 


CHARGES 
<OT  AUClWEO  ' 


10117166 
1 


INPATIENT  HOSPITAL 
lto9|66|0FFICE 


i 

i  

S  REMARKS 


HEOICAL  CARE 
MEDICAL  CARE 


13  WO 
TOO 


131100  I 
TOO 
I 
I 
I 
I 


13S00 


13&00 


PROVIDERS  OF  SERVICES  AND  SUPPLIES 

0  C  BENNIGHOF  MD 
0  C  BENNIGHOF  HO 


50.00 

88.00 

17.60 

70.  AO 

67.60 

138.00 

70.40 

.00\ 

DEDUCTIBLE 
PAYABLE 
BY 

BENEFICIARY 

BALANCE 

OF 
ALLOWED 
CHARGES 

IESS  20% 
PAYABLE 
BY 

BENEFICIARY 

MEDICAL 
INSURANCE 
BENEFITS 
PAID 

TOTAL 
PAYABLE 
BY 

BENEFICIARY 

YOU  HAVE 
ALREADY  PAID 

WE  ARE 
PAYING  YOU 

AND  DOCTOR 
OR  SUPPLIER 

THE  ABOVE  BOXES  WILL  BE  BLANK  UNLESS  YOU  HAVE 
ALREADY  MADE  A  PAYMENT  ON  YOUR  BILL. 

PENNSYLVANIA  SLUE  SHIELD 

CAMP  HILL,  PENNSYLVANIA  17011 

FOR  HEALTH  INSURANCE  —  SOCIAL  SECURITY  ACT 

BENEFICIARY'S  NAME  &  ADDRESS  DATE  PAY  TO  THE  ORDER  OF 

! li/05/66 


CHECK  NO. 0017564 

MUST  IE  CASHED  WITHIN  6 MONTHS 


$  »7C 140 


ALiUUIPPA  PA 
I 


JL'OO  1  ?  5E.UH"     i:0  3i3»'OOBEi: 


ALIQUIPPA  PA 


70  5-  2  ZL»<  2u» 


AUTHORIZED  SIGNATURE 
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CC865 . 


REQUEST  FOR  PAYMENT 

MEDICAL  INSURANCE  BENEFITS — SOCIAL  SECURITY  AC 
(Type  or  Print  all  Inlorma 

Copy  from      |  name  orJ&^zj{c\^^ 
your  HEALTH  \ 
INSURANCE   I  ' 


MEDICARE 

PENNSYLVANIA  BLUE  SHIELD 
BOX  65,    CAMP  HILL,    PA.  17011 


CARD 


i\     [claim  number   _ 


I      I  MALE  |  ^  j  FEMAL 


PART  I— CLAIMS  INFORMATION— TO  BE  COMPLETED  BY  PATIENT. 


1.  Describe  she  illness  or  injury  for  which  you  received  treatment.  ( You  do  not  need  to  complete  this  item  if  your  doctor  completes 
Part  11  below) 


2.  Was  your  illness  or  injury  connected 
with  you"-  employment? 


. — .  . — .  3.  Are  you  attaching  itemized 
|  I  YES  l_J(NO         receipted  bills? 


Qyes    Q  NO 


4.  ASSIGNMENT:  Do  you  want  payment  for  an  unpaid  bill  made  directly  to  the  physician  or  supplier?  0  yes    Q  no 

AUTHORIZATION:  I  authorize  release  of  any  information  required  to  act  on  this  claim  and  permit  a  photographic  or  other 
facsimile  reproduction  of  this  authorization  to  be  used  in  place  of  the  original. 

REQUEST  FOR  PAYMENT:  I  am  requesting  payment  either  to  myself  or  to  the  party  accepting  my  assignment  for  the  medical 
insurance  benefit,  if  any,  payable  for  the  reasonable  charges  for  services  or  supplies  described.  Where  payment  is  assigned,  I  under- 
stand I  am  responsible  for  the  deductible  and  20%  of  the  remaining  reasonable  charges. 


5    SIGNATURE  (Pallenl  or  authorlud  representative) 


g    ADDRESS  (Street  address.  City,  Sla.e,  ZIP  Code) 


Rochester,  Pa. 


DATE  SIGNED 

2-15-67 


TELEPHONE  NUMBER 

774  8105 


This  Part,  Including  Physician's  Signature, 
PART  II— REPORT  OF  SERVICES — TO  BE  COMPLETED  BY  PHYSICIAN—    Need  Not  Be  Completed  If  Paid,  Itemized 

Bills  Are  Submitted. 


DATE  OP 

EACH 
SERVICE 


PLACE 
OF 
SERVICE' 


FULLY  DESCRIBE  SURGICAL  OR  MEDICAL 
PROCEDURES  AND  OTHER  SERVICES  OR 
6UPPLIES  FURNISHED  FOR  EACH  DATE  GIVEN 


NATURE  OF  ILLNESS  OR 
INJURY  REQUIRING  SERVICES 
OR  SUPPLIES  (Diagnosis) 


CHARGES 


1-3-67 


IH 


rectal  ulcer;   internal, extc 
Hemorrhoidectomy , internal 


Anal  Sphincterotomy 


rnal  hemorrhoids 
external 


$  137.50 


TELEPHONE  NUMBER 

775  1100 


J  H  SHUGERT  MD 

262  CONNECTICUT  AVE 

ROCHESTER  PA 


SHUGJH262 


CODE  NO. 

07690 


9.  Total 
Charges 


$  137.50 


0.  Amount 
Paid 


50.00 


U.   Any  Unpaid 
Balance  Due 


*  87.50 


12.  ASSIGNMENT  OF  PATIENT'S  BILL             r— I ,  ACCEPT  as81GNMent 

(See  reverse)  L<iJ 

|  1  DO  NOT  ACCEPT  ASSIG 

NMENT 

13.    SIGNATURE  OF  PHYSICiAN  OR  SUPPLIER  (A  physician's  signature  certifies  that  physician's 
i    servlces~\ere  personally  rendered  by  him  or  under  his  personal  direction) 

V    &4~M  , 

DATE  SIGNED 

2-15-67 

iO—  Doctor''.  Offiu                 IH-^npoflont  Hotpltcf^*^1  ECF — Exlond.d  Car*  Facility  Ol — Olhor  Locations  tSptclff  In  7CI 
IL — Indopondtn!  Laboratory  Iglvo  nam*  and  addrou  In  7C)         H — Pallont'i  Homo                OH — Outpatlont  Hojpital              NH — Nurilng  Homo 

SSA-14SD 
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.MEDICAL  ASSISTANCE 


ACCOUNT  NUMBER 


192  40  2746 


COUNTY— DISTRICT 

CASE  NUMBER  ( 

Heaver  -  ^ch. 

60050  TA 

RECORD  NAME  J£ 

WE  HAVE  REVIEWED  THE  MEDICAL  ASSISTANCE  REQUEST  FOR  SERVICE  DATED. 


1-2-67 


.FOR  THE  PATIENT  NAMED  BELOW. 


NAME  AND  ADDRESS  OF  PATIENT 


Rochester,  Pa.  15074 


L 


Given  below  is  out  decision  on  the  patient's  eligibility. 
If  it  is  not  undcistood  why  this  action  was  taken,  01  if 
there  isany  question  regarding  the  decision.a  staff  .nem- 
ber  of  the  County  Board  of  Assistance  will  be  glad  to  ex- 
plain. If  the  decision  is  not  satisfactory,  the  patient  or 
his  representative  has  the  right  to  a  hearing. 


1-26-67 


fa  ^  frJsJZtrzy 


(COUNTY  BOARD  OF  ASSISTANCE) 


[XX  1  ELIGIBLE  •  The  potion!  is  eligible  for: 

ED  inpatient  hospital  care  F0R_Sti4a^RAict  deductible 

□  PRIVATE  NURSING  HOME  CARE  FOR  DAYS  «  $  PER  DAY 

□  HOME  NURSING  CARE:  ORDERS 


□  HOSPITAL  HOME  CARE 

□  PUBLIC  NURSING  HOME  CARE 

"  CZ3  MENTAL  INSTITUTION  CARE 

SPECIAL  SERVICES  FOR 
SCHOOL  CHILDREN 


TYPE  PAYMENT 
£S  FULL  PAYMENT 

O  PART  PAYMENT-THE  DEPARTMENT  WILL  PAY  ONLY  THAT  PART  OF  THE  BILL  WHICH  IS  OVER  S. 


That  part  of  the  bill  which  ia  not  paid  by  tho  Department  is  the  responsibility  of  the  patient  or  his  relatives. 
Patient's  Share  J  Relative's  .Share  %  (See  below) 


NAME  AND  ADDRESS  OF  RELATIVE 

RELATIONSHIP 

AMOUNT  ' 

I       1  INELIGIBLE  •  Tho  reason  the  patient  1*  not  eligible  1st 

□  RESIDENCE 

□  OTHER  (ExplainL 


□  NO  MORE  BENEFIT  DAYS  □  INCOME 


□  ASSETS. 


NAME  ANO  ADDRESS  OF  HOSPITAL,  INSTITUTION,  AGENCY,  ETC. 

Rochester  General  hospital 
Rochester,  Pa. 


ccs  Blue  ^ross 


L 


J 


Commonwealth  of  Pennsylv 


»nt  of  Public  W.lfar. 


COMMONWEALTH  OF  PENNSYLVANIA 


DEPARTMENT  OF  PUBLIC  WELFARE 


IDENTIFICATION  CARD  \ 
UFmrAI   ASSISTANCE  N. 

Issued  to:  v> 

Date: 

1-30-67 

COUNTY 

CASE  NUMBER 

NOT  VALID  AFTER 

Beaver 

60050  TA 

1-29-68 

SHOW  CARD  TO  THE  HOSPITAL,  NURSE  OR  NURS- 
ING HOME  WHEN  YOU  WANT  MEDICAL  ASSISTANCE. 


•Blanked  out  by  Ways  and  Means  Committee. 
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Exhibit  12 


[From  WMBA,  Ambridge,  Pa.,  Miners  Broadcasting  Service,  Inc.,  Oct.  20, 1966] 

Anncr:  "The  operation  of  the  Medicare  program  in  Aliquippa  came  under 
attack  at  the  Local  12-11  meeting  last  night.    Here  to  report  is  Roy  Angst : 

R.E. :  "Medicare,  as  it  is  operating  in  the  Aliquippa  area,  is  for  the  birds ! 
That  is  the  opinion  of  one  prominent  union  officials  and  he  said  so  today  in  even 
stronger  words  and  the  membership  of  U.S.W.  Local  1211  agrees.  Mike  Za- 
horsky,  financial  secretary  of  1211,  outlined  the  problems  aged  people  are  having 
with  the  program  to  the  membership  of  the  J  &  L  local  last  night,  and  the  union 
directed  Zahorsky  to  take  action  to  improve  the  situation — either  by  consulta- 
tion with  the  medical  profession,  or  by  registering  a  complaint  with  the  area's 
congressmen.  Zahorsky  explained  the  problem  this  way:  The  doctors  have 
two  ways  to  collect  their  money  under  Medicare.  One  way  is  to  collect 
directly  from  the  patient,  then  give  the  patient  a  request  for  payment  form 
to  fill  out  and  send  to  the  government.  The  second  way  is  for  the  doctor  to 
fill  out  this  form  and  collect  from  the  government.  Doctors  in  the  Aliquippa 
area,  said  Zahorsky,  have  chosen  to  collect  directly  from  the  patient  and 
this  has  worked  a  hardship  on  many  aged  patients.  First,  said  Zahorsky, 
the  oldsters  don't  have  four  or  five  hundred  dollars  lying  around  the  house  and 
he  feels  the  doctors  are  in  a  better  position  to  wait  for  the  money.  Secondly, 
the  pensioners  are  not  familiar  with  filling  out  such  extensive  forms  as  the  re- 
quest for  payment.  Zahorsky  said  it  takes  a  Philadelphia  lawyer  with  the  help 
of  the  President  of  the  Medical  Society  to  fill  out  the  form  properly.  And  too, 
said  Zahorsky,  sometimes  the  doctors  collect  from  the  patient,  but  the  refund 
from  the  government  is  much  less  than  the  doctor's  bill.  Zahorsky  feels  the 
doctors  are  taking  advantage  of  the  medicare  program  to  charge  higher  prices 
than  they  did  when  they  accepted  the  Blue  Shield  allowance  as  total  payment. 
Although  1211  has  very  extensive  community  services,  the  union  feels  they  can 
not  undertake  to  be  the  agent  for  the  Federal  government  and  the  medical  pro- 
fession. The  first  step  will  be  to  ask  the  doctors  to  stop  their  present  manner 
of  making  collections  and  to  fill  out  the  forms  themselves." 


Mr.  Zahorsky.  Are  there  any  questions  that  you  or  the  committee 
would  care  to  ask  of  me  ? 

The  Chairman.  Not  at  this  point,  Mr.  Zahorsky.  We  do  appre- 
ciate your  being  here  very  much. 

Mr.  Zahorsky.  Do  my  colleagues,  Mr.  Brummit,  or  Mr.  Polombo, 
have  anything  you  want  to  add  to  what  we  have  presented  ? 


The  Chairman .  Without  objection  the  committee  will  adjourn  until 
10  o'clock  in  the  morning. 

(Whereupon,  at  12:57  p.m.  the  committee  adjourned  to  reconvene 
at  10  a.m.,  Wednesday,  March  8, 1967.) 


Thank  you  then  for  hearin] 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


WEDNESDAY,  MARCH  8,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington.  B.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
( chairman  of  the  committee )  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
This  morning  we  have  as  our  first  witnesses  a  group  at  the  table 
representing  the  American  Hospital  Association.    Who  is  to  be  your 
leadoff  witness  ?    Mr.  Cartmill  ? 

STATEMENTS  OP  GEORGE  CARTMILL,  PRESIDENT,  AMERICAN  HOS- 
PITAL ASSOCIATION;  ACCOMPANIED  BY  RAY  R.  EPPERT;  WIL- 
LIAM MUELLER;  MARK  RERKE;  DR.  GEORGE  W.  GRAHAM;  DR. 
EDWIN  L.  CROSBY,  EXECUTIVE  VICE  PRESIDENT;  KENNETH 
WILLIAMSON,  ASSOCIATE  DIRECTOR;  ROBERT  E.  LINDE,  DIREC- 
TOR, DIVISION  OP  FINANCE;  WILLIAM  PREITAG;  JOHN  R. 
STAGL;  GUSTAV  A.  KILLENBERG;  AND  GEORGE  TEBBEL 

Mr.  Cartmill.  Yes,  sir. 

The  Chairman.  All  right,  Mr.  Cartmill.  Will  you  introduce  your- 
self for  the  record  by  giving  us  your  name,  address,  and  capacity  in 
which  you  appear?  It  might  save  time,  since  the  others  are  also  to 
testify,  if  you  would  identify  them  for  the  record  now.  Then  you  may 
yield  to  them  as  you  see  fit. 

STATEMENT  OP  GEORGE  CARTMILL,  PRESIDENT,  AMERICAN 
HOSPITAL  ASSOCIATION 

Mr.  Cartmill.  Thank  you,  sir. 

Mr.  Chairman,  I  am  George  Cartmill.  I  am  president  and  chief 
executive  officer  of  Harper  Hospital  in  Detroit,  Mich.  I  would  like  at 
this  time  to  name  the  other  individuals  who  are  here  in  behalf  of  the 
American  Hospital  Association  and  those  who  will  present  statements 
will  introduce  themselves  more  fully  at  the  time  they  make  their 
statements. 

They  are :  Mr.  Ray  R.  Eppert,  who  will  speak  to  you  as  a  hospital 
trustee,  and  who  is  a  nationally  and  internationally  known  business 
and  industry  figure.    We  have  Mr.  William  Mueller,  a  partner  at 
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Arthur  Andersen  &  Co.,  who  is  a  nationally  known  public  accounting 
authority  and  who  will  discuss  detailed  financing  of  hospital  care, 
along  with  Mr.  J ohn  E.  Stagl,  director  of  Passavant  Memorial  Hos- 
pital of  Chicago;  Mr.  Mark  Berk,  director  of  Mount  Zion  Hospital 
and  Medical  Center  of  San  Francisco,  who  will  discuss  the  operation 
of  the  medicare  program  and  particularly  the  financial  impact  of  the 
program ;  Dr.  George  W.  Graham,  director  of  Ellis  Hospital  in  Sche- 
nectady, N.Y.,  who  will  discuss  how  medicare  is  working  in  hospitals 
and  particularly  in  respect  to  hospital  physician  relationships  and  out- 
patient care;  Dr.  Edwin  L.  Crosby,  executive  vice  president  of  the 
American  Hospital  Association,  who  will  summarize  the  recommenda- 
tions of  the  association  in  respect  to  H.E.  5710. 

And  with  us  also  are  Kenneth  Williamson,  associate  director  of  the 
American  Hospital  Association  and  director  of  its  Washington  serv- 
ice bureau  and  Robert  E.  Linde,  director  of  the  division  of  finance 
of  the  American  Hospital  Association. 

The  Chairman.  We  appreciate  having  all  of  you  gentlemen  with 
us  this  morning  and,  Mr.  Cartmill,  you  are  recognized,  sir. 

Mr.  Cartmill.  Thank  you,  sir.  We  thought  it  would  be  helpful 
also  to  the  Committee  to  obtain  individual  comments  and  observa- 
tions from  representatives  of  several  nationally  known  public  account- 
ing firms,  and  with  us  are :  Mr.  George  Tebbel,  partner,  Ernst  &  Ernst ; 
Mr.  Gustav  A.  Killenberg,  a  partner  of  Harris,  Kerr,  Forster,  &  Co., 
and  Mr.  William  Freitag,  a  partner  of  Peat,  Marwick,  Mitchell  & 
Co.,  all  of  whom  will  be  pleased  to  participate  in  the  discussion  and 
to  be  of  any  possible  help  to  the  committee.  All  of  these  gentlemen 
are  very  knowledgeable  in  the  field  of  hospital  finance  and  hospital 
accounting. 

I  appear  here  today  in  behalf  of  the  American  Hospital  Association 
as  the  elected  president  of  that  organization.  The  membership  of  the 
American  Hospital  Association  is  deeply  involved  in  the  implementa- 
tion of  the  medicare  law. 

We  appreciate  greatly  the  opportunity  of  arranging  for  various 
individuals  to  appear  here  today  to  present  specific  aspects  of  our 
concerns  with  the  program.  We  recognize,  as  I  know  you  do,  that 
the  participation  of  hospitals  is  vital  to  the  implementation  of  the 
law.  We  feel,  therefore,  that  the  views  of  hospitals  in  light  of  the 
experience  we  have  now  had  will  be  of  importance  to  you  in  consider- 
ing any  changes  in  the  medicare  law.  The  various  individuals  ap- 
pearing here  today  in  behalf  of  the  association  will  present  what  we 
feel  are  significant  matters  for  your  consideration. 

I  would  impress  upon  you  that  none  of  us  is  here  to  condemn  medi- 
care or  belittle  its  accomplishments.  We  are  here  to  present  and  dis- 
cuss ways  and  means  for  strengthening  the  program  and  insuring  its 
full  usefulness  to  the  country. 

In  preparation  the  association  requested  State  hospital  organiza- 
tions to  conduct  meetings  and  arrange  for  discussions  which  would 
provide  a  documentation  as  to  the  feelings  of  hospitals  about  medi- 
care and  recommendations  which  are  felt  to  be  essential  to  the  best 
possible  operation  of  the  program. 

Detailed  reports  were  received  from  41  States.  Also,  the  associa- 
tion has  been  devoting  a  great  amount  of  effort  to  assist  hospitals  and 
to  work  out  various  problems  as  they  arose. 
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We  have  maintained  continued  close,  working  relationships  with  a 
variety  of  staff  groups  within  the  Social  Security  Administration  and 
with  the  Blue  Cross  Association,  which  is  serving  as  the  major  inter- 
mediary in  the  administration  of  the  program. 

Also,  the  officers  of  our  association  have  had  periodic  meetings  with 
representatives  of  Secretary  Gardner.  In  the  overall,  we  find  the 
problems  break  down  into  two  groups — those  which  may  be  subject 
to  administrative  change  and  those  which  we  believe  will  require  legis- 
lative change.  The  latter  group  will  be  discussed  by  other  members  of 
our  group  here  following  me. 

In  respect  to  the  administration  of  medicare,  we  believe  the  program 
has  gotten  off  to  an  amazingly  good  start  when  one  considers  all  that 
is  involved  to  undertake  a  program  of  the  magnitude  of  the  medicare 
law. 

It  was  to  be  expected  that  numerous  problems  of  administration 
would  arise  and  some  of  which  could  only  be  settled  on  the  basis  of 
experience.  The  intermediaries  have  had  continuing  discussions  with 
the  Social  Security  Administration  in  respect  to  various  matters,  and 
we  have  had  discussions  between  key  personnel  representing  Blue 
Cross  plans,  the  American  Hospital  Association  and  the  Social  Secur- 
ity Administration  and  jointly  considered  various  matters  which  need- 
ed correction  as  we  all  gained  experience  with  the  program. 

INFORMATION  PROGRAMS 

On  the  basis  of  the  detailed  study  undertaken  within  the  States  to- 
gether with  our  own  information,  we  find  that  there  is  a  great  need 
for  a  continuing  and  intensified  information  program  to  familiarize 
the  beneficiaries  with  the  medicare  program. 

There  is  a  great  lack  of  understanding  in  respect  to  the  exact  bene- 
fits available,  and  particularly  in  respect  to  the  deductibles  and  coin- 
surance features  of  the  program.  Hospitals  find  their  position  of  con- 
tinually attempting  to  explain  and  justify  what  the  Government  did 
in  this  respect  exceedingly  distasteful.  There  is  widespread  misun- 
derstanding as  to  the  particular  role  of  the  extended  care  facility. 

We  strongly  support  the  provisions  in  the  law  pertaining  to  extend- 
ed care  and  the  vision  which  the  Congress  had  in  providing  for  such 
an  extension  of  acute  hospital  care. 

However,  the  difference  between  extended  care  and  nursing  home 
care  is  widely  misunderstood.  We  all  need  to  carry  on  a  continuing 
program  of  public  education,  but  we  believe  a  very  great  deal  more 
needs  to  be  done  by  the  Federal  Government. 

HOME  CARE  PROGRAMS 

We  find  that  procedures  with  regard  to  eligibility  and  participation 
in  home  health  care  programs  are  misunderstood  and  appear  to  be 
unduly  complicated.  The  different  circumstances  pertaining  to  eligi- 
bility for  home  health  visits  as  part  A  and  part  B  are  confusing. 

NONCOVERED  INDIVIDUALS 

There  has  been  a  considerable  amount  of  concern  expressed  about 
medicare  coverage  for  individuals  who  reach  the  age  of  65  after  Janu- 
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ary  1,  1968,  and  who  do  not  have  protection  either  under  the  railroad 
retirement  or  the  social  security  benefits. 

We  understand  that  approximately  100,000  individuals  will  fall  in 
this  category  each  year  after  1968.  Perhaps  some  means  should  be 
found  for  bringing  them  under  the  program. 

There  is  continuing  difficulty  with  the  present  definition  of  a  "spell 
of  illness"  and  suggestions  are  made  that  it  would  be  helpful  if  a  spell 
of  illness  was  defined  in  relationship  to  a  diagnosis  rather  than  a  span 
of  time. 

CERTIFICATION  AND  RECERTIFICATION 

The  present  requirement  considering  certification  of  a  patient's  ad- 
mission is,  we  believe,  completely  unnecessary.  It  constitutes  one  of 
the  most  troublesome  problems  in  the  admission  and  handling  of  pa- 
tients and  its  results  in  extensive  delays  in  billing  following  a  patient's 
discharge. 

The  hospital  finds  it  is  in  the  middle  of  the  problem  as  many  physi- 
cians are  adamant  against  having  their  word  questioned  as  to  the  ad- 
mission of  the  patient. 

We  believe  the  customary  practices  which  follow  from  the  request 
of  a  member  of  the  medical  staff  for  the  admission  of  a  patient  to  a 
hospital  should  meet  any  justifiable  concern  the  Government  may 
have. 

The  fact  of  the  patient's  admission,  the  fact  of  a  physician  ordering 
treatment  and  the  fact  of  a  patient  being  discharged  by  a  physician 
does,  we  believe,  provide  fully  for  the  reasonable  concern  the  Govern- 
ment may  have  as  to  the  necessity  of  payment  for  care.  The  present 
departure  from  the  accepted  practice  for  all  other  patients  in  the  hos- 
pital is  we  strongly  feel  unnecessary  and  harmful. 

We  urge,  therefore,  that  the  requirement  for  a  signature  of  the 
physician  certifying  admission  of  medicare  patients  be  eliminated. 

The  other  problem  in  this  area  deals  with  recertification.  There  is  a 
good  deal  of  criticism  of  the  recertification  procedure.  A  single  speci- 
fied date  for  recertification  of  a  patient  combined  with  the  utilization 
review  process  should  constitute  a  reasonable  protection  to  the  govern- 
ment and  should  enhance  the  work  of  the  utilization  review  committee. 

UTILIZATION  REVIEW 

We  fully  support  the  utilization  review  process.  To  function  effec- 
tively for  medicare  patients  utilization  must  apply  to  all  other  patients 
in  the  hospitals  and  as  a  consequence  everyone  will  benefit. 

However,  it  must  be  clear  that  no  hard  and  fast  rules  can  yet  be 
established  and  it  is  desirable  that  the  utilization  review  process  be 
permitted  to  develop  along  different  lines,  as  it  is  today,  in  keeping 
with  broad  general  principles  and  desired  goals. 

Numerous  suggestions  are  coming  from  the  field  as  to  improvements 
in  the  process  and  wide  differences  of  opinion  are  being  expressed  in 
respect  to  particular  points.  We  feel  it  is  very  wise  to  encourage  and 
stimulate  the  role  of  the  administrative  intermediary  in  the  surveil- 
lance of  the  utilization  review  process. 
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LEGAL  responsibility  of  physician 

Though  independent  opinions  have  been  expressed  by  several  sources 
that  an  individual  physician  would  not  incur  problems  of  legal  liability 
by  serving  on  utilization  review  committees,  we  feel  that  it  is  time  that 
the  Federal  Government  itself  expressed  an  opinion  on  this  point. 
Perhaps  an  official  legal  opinion  from  the  Department  of  Health,  Edu- 
cation, and  Welfare,  which  is  given  to  all  institutions  and  physicians 
participating  in  the  program  would  provide  the  assurance  which  is 
needed. 

MAJOR  PROBLEMS  FOR  HOSPITALS 

The  major  problems  encountered  throughout  the  entire  hospital  field 
pertain  to  hospital-physician  relationships,  outpatient  benefits,  the  use 
of  deductibles  and  coinsurance  and  a  reimbursement  formula  that  re- 
sults in  inadequate  payment  for  hospital  services. 

I  cannot  emphasize  too  strongly  the  widespread  concerns  which  exist 
in  respect  to  these  matters  which  will  be  discussed  in  detail  by  rep- 
resentatives of  the  association  to  follow  me. 

The  hospitals  of  the  country  believe  the  necessary  changes  must  be 
made  if  the  medicare  program  is  to  develop  and  serve  its  purpose. 

We  had  many  discussions  with  representatives  of  the  Secretary  of  the 
Department  of  Health,  Education,  and  Welfare  in  respect  to  what 
would  go  into  the  reimbursement  formula. 

At  the  time  medicare  went  into  effect  we  pointed  out  in  discussions 
with  Secretary  Gardner  the  serious  reservations  we  had  as  to  the  ade- 
quacy of  reimbursement.  The  Secretary  assured  us  and  confirmed  in 
a  following  letter  that  as  experience  developed  he  would  be  glad  to 
consider  fully  any  inadequacy  in  the  reimbursement  as  facts  indicated 
the  need. 

With  this  promise  the  American  Hospital  Association  proceeded  to 
urge  hospitals  to  participate  in  the  program  and  decided  not  to  pursue 
the  matter  through  legislative  channels.  I  can  assure  you  that  with- 
out such  action  by  this  association  a  great  many  hospitals  would  not 
have  been  willing  to  become  participating  hospitals. 

However,  the  Congress  changed  this  whole  picture  when  it  decided 
to  add  an  additional  payment  of  7%  percent  of  net  worth  or  equity  as 
defined  in  the  regulations  to  the  reimbursement  of  proprietary  in- 
stitutions and  withheld  any  commensurate  recognition  of  the  needs  of 
the  nonprofit  institutions. 

I  am  pleased  that  Mr.  Ray  Eppert,  who  will  follow  me,  is  going  to 
discuss  fully  the  real  significance  of  this  decision  by  Congress  as  it  ap- 
pears to  the  hospital  field. 

Though  we  do  not  plan  to  comment  upon  the  proposal  in  H.R.  5710  to 
extend  health  insurance  protection  to  disabled  beneficiaries,  we  do  note 
that  the  cost  of  such  an  addition  is  $225  million  in  the  first  year  and  we 
note  the  statement  that  this  addition  can  be  made  from  the  existing  tax 
base. 

We  also  note  other  changes  which  are  going  to  cost  more  money.  It 
does  appear  to  us  that  the  Federal  Government  has  an  obligation  to 
provide  fully  for  the  financial  needs  of  the  existing  program  before 
it  undertakes  additional  obligations. 
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CAPITAL  NEEDS  OF  HEALTH  FACILITIES 

Though  Mr.  Eppert  and  Mr.  Mueller,  who  are  to  follow  me,  will 

discuss  capital  needs  in  considerable  detail.  I  do  wish  at  this  point  to 
include  a  statement  which  the  board  of  trustees  of  the  association 
approved  as  a  guiding  policy : 

The  orderly  development  of  a  strong  health  service  system  requires  clear 
recognition  of  the  capital  needs  of  health  facilities,  as  follows : 

a.  To  meet  existing  capital  commitments,  funds  are  absolutely  essential  for : 
amortization  of  existing  debt  and  provision  of  depreciation  at  replacement  value, 
for  facilities  currently  in  place  and  in  use. 

b.  To  require  funding  of  depreciation  by  each  institution  when  all  current  fiscal 
obligations  and  needs  of  health  service  institutions  for  operating  expense,  debt 
service  and  amortization  have  been  met,  such  funded  depreciation  to  be  used  only 
for  replacement  of  essential  equipment  and  facilities  and  keeping  the  equipment 
and  facilities  effective,  efficient  and  compatible  with  medical  and  technological 
progress  but  not  for  expansion  or  major  reconstruction  unless  in  accord  with  an 
approved  areawide  plan. 

c.  To  recognize  that  all  expansion,  major  reconstruction,  major  modernization 
of  buildings  and  change  of  use  however  financed  and  all  new  capital  expenditures 
whether  financed  from  gifts,  borrowing,  government  grants  or  any  other  source 
must  be  subject  to  approval  by  the  appropriate  local  planning  agency. 

This  requirement  to  be  equally  applicable  to  all  health  service  institutions 
whether  voluntary  nonprofit,  church-sponsored,  proprietary  or  government  owned. 

TITLE  19 

I  would  now  like  to  comment  briefly  on  title  19  of  the  law.  We 
believe  that  within  the  span  of  a  few  years  the  total  number  of  persons 
receiving  health  services  under  title  19  may  well  be  twice  the  number 
covered  under  title  18. 

Therefore,  this  program  is  of  very  great  importance  to  hospitals.  We 
feel  the  Congress  made  some  very  important  changes  in  respect  to  the 
provisions  of  health  services  to  needy  persons,  and  we  supported  them. 
We  hope  that  the  basic  improvements  made  by  the  Congress  will  not 
be  removed  in  the  amendments  now  being  proposed  for  the  program. 

In  our  long  discussions  with  the  Social  Security  Administration  in 
respect  to  the  basis  of  reimbursement  for  title  18  we  continually  rec- 
ommended a  system  of  average  per  diem  costs.  The  Social  Security 
Administration  argued  against  such  an  approach  and  defended  their 
position  on  the  basis  of  what  they  claimed  the  Congress  intended. 

They,  therefore,  instituted  a  system  of  reimbursement  called  the  ECC 
method  which  allocates  cost  on  the  basis  of  relating  costs  and  charges. 
This  system  is,  in  fact,  a  great  departure  from  the  widley  accepted 
methods  of  reimbursement  in  effect  in  the  hospital  field.  The  hospital 
field  is  moving  as  rapidly  as  it  can  to  the  use  of  more  complete  cost 
accounting  methods. 

We  note  that  the  Congress  intended  that  medicare  would  pay  the 
reasonable  cost  of  services  provided.  We  believe  it  is  yet  to  be  dem- 
onstrated that  the  ECC  method  is  a  satisfactory  basis  for  the  alloca- 
tion of  costs  in  hospitals  throughout  the  country. 

On  numerous  occasions  we  pointed  out  to  the  representatives  of  Sec- 
retary Gardner  that  the  government  was  embarking  on  a  course  which 
could  only  be  justified  if  all  other  purchasers  of  care  moved  to  the  same 
system. 
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Specifically,  w&  pointed  out  that  the  philosophy  that  they  were  in- 
sisting upon  for  medicare,  would  by  force  of  circumstances  require  hos- 
pitals to  be  reimbursed  on  the  same  basis  for  all  patients  under  title  19. 

We  pointed  out  that  this  would  mean  that  each  of  the  various  patient 
groups  for  which  care  is  provided  under  title  19  would  have  to  be 
handled  separately  and  reimbursement  should  be  on  the  basis  of  the 
cost  of  each  group. 

For  example,  hospitals  would  have  to  treat  children  as  a  group,  and 
in  fact,  they  could  well  justify  separating  children  into  medical  care 
and  surgical  care  so  that  for  once  the  very  high  costs  incurred  by  a 
large  number  of  children  for  heart  surgery  and  other  types  of  major 
surgery  will  be  paid. 

Certainly  the  hospitals  would  have  to  insist  on  treating  all  obstetrical 
patients  as  a  group.  This  means  full  payment  for  what  are  short-term 
patients  at  high  costs  per  patient  day.  Hospitals  cannot  tolerate  gov- 
ernment treating  all  patients  under  title  19  as  one  group  and  expecting 
to  obtain  the  benefit  of  averaging  costs  over  the  whole  group. 

At  the  present  time  the  law  stipulates  that  hospitals  must  be  paid 
their  "reasonable  costs"  under  title  19.  The  law  does  not  include  ex- 
tended care  facilities  or  skilled  nursing  homes.  We  believe  it  would 
be  desirable  to  amend  the  law  so  that  extended  care  facilities  and 
skilled  nursing  homes  were  also  insured  a  reasonable  cost  as  a  basis  for 
payment  for  care. 

HEALTH  INSURANCE  PAYMENTS  TO  FEDERAL  FACILITIES 

We  note  that  section  126  would  amend  the  law  so  as  to  permit  pay- 
ment to  federal  facilities  for  care  provided  to  medicare  beneficiaries. 
We  believe  this  is  an  undesirable  proposal.  We  feel  it  is  unwise  to  open 
up  Federal  hospital  facilities  to  the  care  of  civilians. 

For  example,  we  believe  that  medicare  beneficiaries  have  no  business 
being  in  a  veterans'  facility  for  non-service-connected  conditions  ex- 
cept on  the  basis  of  documented  financial  need. 

The  amendment  suggested  would  make  is  possible  and  would,  in  fact, 
encourage  veterans  to  seek  care  in  such  facilities.  We  would  urge  that 
this  amendment  be  rejected  and  that  payment  for  care  in  Federal 
facilities  be  restricted  to  emergency  conditions  as  it  is  under  the 
existing  law. 

As  the  president  of  the  American  Hospital  Association  and  on 
behalf  of  the  hospitals  of  the  country,  I  wish  to  express  our  apprecia- 
tion for  the  opportunity  afforded  us  for  a  full  discussion  of  the  con- 
cerns of  hospitals  in  respect  to  the  medicare  program. 

I  wish  to  reiterate  our  unqualified  intention  of  doing  everything  we 
can  to  make  the  medicare  program  of  greatest  possible  benefit  to  the 
intended  beneficiaries  of  the  program.  And  I  would  like  now,  sir,  to 
yield  to  Mr.  Ray  Eppert. 

Mr.  Karsten  (presiding) .  Mr.  Ray  Eppert. 

STATEMENT  OF  RAY  R.  EPPERT,  AMERICAN  HOSPITAL 
ASSOCIATION 

Mr.  Eppert.  Mr.  Chairman,  my  name  is  Ray  Eppert.  Until  my 
retirement  a  few  weeks  ago,  I  was  chairman  of  the  board  of  The  Bur- 
roughs Corporation.    I  appear  here  today  in  behalf  of  the  American 
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Hospital  Association  and  in  my  capacity  as  chairman  of  the  board  of 
trustees  of  Harper  Hospital,  Detroit,  Mich.  I  am  also  president  of 
the  Detroit  Medical  Center  Development  Corp. — a  nonprofit  organiza- 
tion made  up  of  trustees  representing  five  hospitals  and  a  state  uni- 
versity medical  school.  We  are  undertaking  at  the  present  time  a 
major  cooperative  venture  between  government  and  the  private  sector 
to  the  end  that  the  medical  school  can  double  its  size  in  the  next  five 
years. 

For  18  years  I  have  enjoyed  the  privilege  of  serving  as  a  member  of 
the  board  of  trustees  of  Harper  Hospital,  a  711-bed  hospital  which  as 
a  private,  nonprofit  corporation  has  been  serving  Detroit  and  Michigan 
for  104  years. 

My  efforts,  like  those  of  all  the  Harper  trustees,  and  may  I  add,  the 
trustees  of  all  other  nonprofit  hospitals,  are  provided  as  a  community 
service,  without  any  financial  compensation  from  the  hospital.  I 
should  add  that  the  trustees  are  legally  responsible  for  the  fiscal  integ- 
rity of  the  institution  and  often  are  personally  involved  in  gifts  to  the 
hospital. 

Our  efforts  as  trustees  are  directed  toward  providing  for  patients 
the  best  possible  hospital  care,  the  highest  possible  standards  of  medi- 
cal care,  and  the  latest  and  most  complete  health  facilities. 

Obviously,  we  are  deeply  interested  in  the  medicare  program.  As  I 
see  it,  the  start  of  medicare  was  like  the  release  you  might  say  of  a  new 
product  in  the  market ;  and  today  we  are  having  a  postproduct  release 
discussion  to  find  out  how  good  the  product  is,  the  market  acceptance 
to  date,  and  to  discuss  frankly  any  product  weaknesses  and  added 
features  which  will  insure  greater  success. 

Harper  Hospital,  I  believe,  may  be  likened  to  many  thousands  of 
similar  institutions  which  blanket  the  Nation.  Together  they  make  up 
a  large  part  of  the  truly  unique  health-care  system  we  have  developed 
in  our  country  under  which  individual  and  community  responsibility 
is  directed  toward  meeting  the  needs  of  the  people  and  the  task  is  not 
left  entirely  to  Government. 

I  am  quite  certain  that  there  is  no  question  in  the  minds  of  any 
member  of  this  committee  or  of  the  Congress  that  hospital  care  must 
be  available  and  the  hospital  needs  of  the  people  must  be  provided  for. 

However,  I  also  believe  that  it  is  in  the  best  interest  of  the  country 
that  such  a  task  not  be  left  solely  to  Government  but  rather  that  we 
continue  to  work  for  the  largest  possible  amount  of  voluntary  effort 
and  capital  and  that  the  role  of  Government  be  one  of  support. 

I  strongly  urge  that  this  future  be  planned  so  that  a  healthy  and  vital 
partnership  be  developed  between  the  voluntary  sector  and  the  public 
sector  in  health  affairs. 

The  concerns  of  the  Federal  Government  in  hospital  affairs  have 
increased  materially.  The  medicare  law  is  the  present  dominent  exam- 
ple of  the  Government's  growing  concern.  I  have  really  just  one 
message  that  I  would  like  to  bring  to  the  committee  today  and  that  is  to 
express  the  fervent  hope  that  medicare  will  be  allowed  to  develop  so 
that  the  private  community  hospitals,  such  as  Harper  Hospital,  are 
enabled  to  change  and  grow  and  remain  a  vital  force  in  the  field  of 
health  care.    To  fail  to  do  so  would  be  a  great  disservice  to  the  country. 

As  I  see  it,  medicare  and  titles  18  and  19  of  the  law  can  make  or  break 
the  private,  nonprofit  community  hospital. 
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In  the  hearings  before  the  Congress,  which  preceded  the  enactment 
of  the  present  law,  there  seemed  to  be  a  strong  desire  on  the  part  of  this 
important  committee  to  so  fashion  the  law  that  to  maximize  oppor- 
tunities for  Government  support  would  insure  hospitals  the  bright 
future  which  is  vital  to  the  country's  health  program. 

I  realize  that  translating  broad  congressional  intent  into  working, 
administrative  procedures  is  a  difficult  task  and  I  do  not  underestimate 
the  great  responsibility  placed  upon  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  and  the  efforts  which  have  been  made  to  administer 
the  law  in  keeping  with  the  congressional  mandate. 

The  community  general  hospital  is  a  uniquely  American  institution. 
It  is  part  and  parcel  of  the  great  free  enterprise  system  of  our  country, 
and  yet  it  is  rather  totally  unlike  other  enterprises. 

If  I  may,  I  would  like  to  dwell  a  few  minutes  upon  the  example  I 
know  best — Harper  Hospital. 

Harper  Hospital  was  established  in  1863  as  a  private  corporation, 
and  it  is  operated  as  a  nonprofit  organization  insofar  as  no  profit 
inures  to  the  benefit  of  any  individual.  Its  purpose  is  to  meet  com- 
munity needs,  the  needs  of  those  sick  persons  and  I  will  categorize 
them,  who  are  able  to  pay  fully  for  their  care,  those  who  can  pay  for 
their  care  in  part,  and  those  who  cannot  pay  for  their  care  at  all.  The 
total  book  value  of  the  Harper  Hospital  plant  is  $18  million.  In  a 
typical  year  we  provide  221,000  days  of  bed  care  to  the  22,500  in- 
patients admitted,  2,500  babies  are  born  and  their  mothers  cared  for. 
We  provide  51,000  visits  on  an  average  to  indigent  patients  in  our 
outpatient  department. 

Harper  Hospital  contributes  in  a  major  way  to  the  education  of 
health  personnel.  We  conduct  a  program  of  medical  education  for 
105  interns  and  resident  physicians.  One  of  the  three  approved  intern- 
ships in  the  State  of  Michigan  for  dietitians  is  in  Harper.  We  operate 
a  diploma  school  of  nursing  for  240  students.  We  provide  a  program 
in  the  field  of  medical  technology  for  from  15  to  30  students  a  year. 
We  provide  a  program  for  students  in  hospital  administration ;  such 
students  are  working  for  their  masters  degree  in  one  of  the  universi- 
ties providing  such  advanced  degree  programs. 

We  have  a  research  budget  which  averages  about  $200,000  a  year 
and  is  financed  from  various  sources.  It  was  in  Harper,  incidentally, 
that  the  first  mechanical  heart  was  developed  which  made  possible 
open  heart  surgery.  This  original  equipment  is  now  in  the  Smith- 
sonian. All  of  these  hospital  activities,  I  feel,  are  a  contribution  to 
the  community  and  to  the  country. 

The  hospital  is  operated  with  a  broad  social  purpose,  and  though 
the  hospital  is  fully  businesslike  in  its  administration,  with  a  highly 
educated  and  skilled  administrative  staff,  sometimes  decisions  must 
be  made  to  do  things  which  may  appear  unbusinesslike  in  the  usual 
sense  of  the  expression. 

I  know  of  no  other  business  which  provides  its  services  or  products 
to  customers  who  it  knows  may  not  be  able  to  pay.  This  is  a  distin- 
guishing feature  of  the  voluntary,  nonprofit  hospital  system  which 
cannot  be  ignored. 

In  my  business  career,  I  am  unfamiliar  with  any  organization  that 
establishes  a  major  new  service  or  purchases  expensive  new  equipment 
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except  on  the  assumption  that  costs  will  be  recovered  and  that  a 
profit  will  probably  result. 

Yet  as  I  sit  as  a  trustee  of  Harper  Hospital  I  must  make  decisions 
that  are  not  supportable  by  what  is  normally  considered  to  be  good 
business  practice  in  profit-sharing  organizations.  It  is  at  this  point 
that  economics  and  humanics  merge. 

In  this  regard,  I  would  emphasize  what  I  feel  is  an  extremely  im- 
portant aspect  of  hospital  operation  and  one  which  is  widely  mis- 
understood by  persons  both  in  and  out  of  government.  The  financial 
problem— the  increased  cost  problem — of  hospitals  could  be  easily 
settled  and  eliminated,  you  might  say,  by  an  empirical  decision  of  the 
trustees.  The  hospital  could  close  beds  and  cease  operating  various 
functions.  It  could  cease  giving  any  care  to  anyone  that  can't  pay 
for  the  care. 

This  could  be  done  quickly.  It  could  also  set  upon  a  program  of 
reduced  quality  of  care.  The  financial  problem  of  hospitals  arises 
not  from  taking  such  action,  but  rather  because  it  is  not  taken.  Their 
problems  arise  from  meeting  public  needs  and  that  will  not  change 
because  of  historical  trustee  commitment  and  dedication. 

Quality  care  in  hospitals  cannot  be  likened  to  other  services  and 
commodities  you  and  I  purchase  and  which  by  common  consent  need 
not  always  be  the  very  best.  There  is  yet  to  be  a  patient  admitted  to 
Harper  Hospital  in  104  years  who  states  a  preference  for  less  than 
the  very  highest  quality  of  care  and  all  that  we  have  to  offer. 

Nor  have  we  ever  consciously  offered  any  such  choice,  or  ever  will 
voluntarily.  However,  demanding  the  highest  quality  in  this  country, 
with  all  it  entails,  suggests  obligations.  The  best  is  expensive.  It  is 
pleasing  to  see  the  Federal  Government  supporting  high  standards  of 
care,  but  neither  the  Government  nor  the  public  can  have  it  both  ways. 
They  must  be  prepared  to  pay  the  justifiable  price  for  their  com- 
mendable choice. 

I  do  not  think  I  have  to  tell  you  that  I  am  an  advocate  of  the 
profit  system.  I  have  spent  my  entire  life  working  within  that  system, 
and  believe  I  understand  and  appreciate  the  broad  benefits  this  coun- 
try and  all  of  us  as  individuals  have  derived  from  such  profit 
motivation. 

Yet  I  seriously  doubt  that  it  is  possible  or  wise  to  depend,  in  the 
health  field,  upon  hospitals  developed  primarily  as  private  profit  or- 
ganizations. These  proprietary  profit  institutions  serve  their  com- 
munities well  and  provide  an  essential  service,  but  it  would  be  a 
mistake  to  leave  the  future  of  hospital  care  entirely  in  the  hands  of 
such  organizations.  The  hospitals  which  undertake  the  teaching  of 
physicians,  nurses,  dietitians,  medical  record  librarians,  technicians, 
and  other  paramedical  personnel  are  notably  operated  as  nonprofit 
organizations. 

It  is  in  these  hospitals  that  the  research  is  done  and  the  major 
advances  in  medical  care  take  place.  It  is  unlikely  that  the  com- 
munity services  provided  in  the  uneconomic  areas  of  care,  such  as 
emergency  and  outpatient  care  and  in  the  obstetrical  department, 
and  the  like  would  ever  have  developed  as  they  have  in  this  country 
if  they  had  been  left  to  the  motivation  of  profitmaking  hospitals. 

The  public  benefits  fundamentally  by  the  services  of  the  voluntary 
governing  board  of  the  nonprofit  community  hospital.    It  is  inde- 
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pendent  of  political  interference;  it  is  free  to  use  its  best  judgment  in 
the  selection  of  the  medical  staff  and  to  establish  the  framework  of 
rules  and  regulations  by  which  the  staff  then  controls  itself. 

The  resulting  process  of  physicians  looking  over  the  shoulder  of 
one  another  results  in  the  kind  of  quality  control  that  is  not  equalled, 
I  believe,  in  other  parts  of  the  world. 

No  one  claims  it  is  perfect,  but  nowhere  outside  the  area  of  respon- 
sibility of  the  nonprofit  hospital,  and  this  I  want  to  underscore,  does 
the  public  receive  equal  protection  in  the  provision  of  health  services. 

In  the  aggregate,  hospitals  are  said  to  compose  the  third  or  fourth 
largest  industry  in  America.  Hospitals  are  owned  and  operated  by 
nearly  all  levels  of  government  as  well  as  by  private  individuals  and 
corporations  for  profit  and  by  nonprofit  corporations  and  religious 
bodies. 

Specifically,  hospitals  are  operated  by  the  Federal  Government,  by 
State  and  local  governments,  by  proprietary  organizations  and  by 
nonprofit  associations. 

Therefore,  quite  apart  from  being  an  essential  public  service,  they 
are  a  major  economic  force  in  the  country.  Their  plant  assets  total 
$20  billion.  Their  annual  purchases  amount  to  about  $4.5  billion. 
They  employ  1,800,000  full-time  workers  and  they  provide  a  payroll 
of  $8.5  billion  annually. 

In  a  great  many  communities  the  hospital  is  the  largest  employer. 
The  services  it  performs  are  absolutely  necessary  to  the  healthy  econ- 
omy of  the  overall  community.  Sick  employees  cannot  work  and  sick 
people  are  not  really  very  good  customers  for  any  business,  and  the 
quicker  they  are  returned  to  good  health,  and  to  normal  pursuits,  the 
better  off  business  is  and  the  economy  is  as  a  whole.  ° 

As  a  businessman,  therefore,  I  strongly  endorse  the  premise  that 
hospitals  must  be  assured  of  a  healthy  future  life  and  development. 

As  the  Federal  Government  moves  to  control  the  payment  of  hospi- 
tal care  for  millions  of  people,  we  must  be  mindful  of  the  enormous 
values  of  the  private,  nonprofit  community  hospitals  spread  across 
the  Nation.  To  dry  up  the  economic  stability  and  remove  the  com- 
munity incentives  for  such  institutions  for  the  sake  of  apparent  short- 
term  financial  gains  to  the  Government  would  be  a  tragic  error  in 
national  policy. 

Mr.  Chairman  and  members  of  the  committee,  I  have  great  fear 
that  a  continuation  of  the  present  philosophy  in  respect  to  reimburse- 
ment for  hospital  care  will  sap  the  strength  and  dissipate  the  vitality 
of  our  vital  nonprofit  community  hospital  system. 

Let  me  be  specific,  at  Harper  Hospital  we  are  planning  the  develop- 
ment of  our  part  of  a  major  new  medical  center.  The  hospital  part 
of  the  project  will  cost  $32  million.  Our  board  of  trustees  has  taken 
it  upon  themselves  to  raise  $16  million.  To  do  this  we  shall  have  to 
receive  substantial  contributions  from  trustees,  various  individuals, 
foundations  and  business  corporations.  Such  persons  really  may  be 
interested  in  supporting  a  worthy  community  project,  but  only  if 
they  have  the  assurance  that  the  gift  they  are  making  is  in  perpetuity. 

This  assurance  cannot  be  given  if  we  must  depend  upon  a  bare  sub- 
sistence reimbursement  from  the  Government  for  services  to  a  group 
that  can  well  comprise  half  of  all  our  patients  in  future  years. 
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If  other  major  financiers  of  hospital  care  are  encouraged  to  follow 
the  Government's  lead  and  say  to  us  in  raising  funds  or  capital,  "Go 
to  Washington,  not  to  us,"  we  will  be  left  with  nowhere  to  turn  for 
the  additional  growth  capital  we  must  have.  I  ask  you,  how  are  we 
going  to  sell  voluntary  support  under  such  circumstances  ? 

Private  voluntary  hospital  trustees  know  that  we  need  adequate 
financing  in  order  to  maintain  our  hospital  facilities  and  to  continue 
the  growth  and  development  of  health  services  required  for  our 
country. 

Traditionally  we  have  been  called  upon  to  seek  a  large  portion  of 
the  necessary  funds  from  the  community ;  and  in  a  growing  number 
of  cases,  our  hospitals  have  had  to  borrow  in  order  to  replace  and  ex- 
pand services  required  by  the  community.  These  community  and 
lender  sources  have  to  be  augmented  by  funds  generated  from  revenue. 

I  believe  it  is  obvious  that  the  Congress  did  not  have  the  oppor- 
tunity to  consider  the  large  number  of  hospitals  that  are  heavily  in 
debt  because  their  major  plant  development  was  with  borrowed  money. 
I  know  of  no  industry  that  can  long  stay  away  from  bankruptcy 
without  generating  sufficient  funds  from  revenue  to  assist  in  its  capital 
needs.    Hospitals  are  no  exception. 

Reimbursement  from  all  sources  must  contribute  to  these  financial 
needs.  The  reimbursement  from  Public  Law  89-97  must  be  corrected 
to  recognize  replacement  cost,  the  need  for  additional  revenue  for 
growth  and  development,  and  the  need  for  amortization  of  debt  in 
those  hospitals  forced  to  borrow  the  necessary  capital  funds. 

As  trustees  we  are  committed  to  maintain  the  facilities  entrusted 
to  our  care.  Keplacement  cost  is  the  only  means  of  recognizing  the 
increasing  price  level  of  facilities  which  must  be  replaced  and  I  be- 
lieve that  the  economy  is  committed  to  a  gradually  increasing  price 
level. 

If  we  continue  to  be  reimbursed  on  the  basis  of  historical  cost  depre- 
ciation as  contained  in  the  present  medicare  formula,  we  trustees  will 
be  faced  with  a  steadily  deteriorating  ability  to  maintain  our  facilities. 

As  trustees  we  are  committed  to  the  growth  and  development  of 
services  necessary  to  provide  the  care  our  community  requires.  Re- 
imbursement must  provide  an  integral  part  of  the  necessary  expansion 
funds  in  hospitals,  as  it  does  in  other  industries. 

Some  growth  and  development  must  come  from  the  institutions 
operating  income  in  order  to  attract  community  funds.  The  hospital 
cannot  continually  seek  special  funds  for  capital  needs  and  maintain 
its  adaptability  to  the  requirements  of  the  community. 

Lenders  cannot  be  expected  to  commit  funds  to  hospitals  which  can- 
not generate  sufficient  income  over  and  above  raw  costs  to  contribute  to 
capital  needs  and  to  assist  in  amortizing  debt.  Funds  generated  from 
reimbursement  must  include  amounts  to  aid  in  amortization  of  debt 
and  the  support  of  growth  and  development  programs  of  the  hospital. 
The  2  percent  now  allowed  nonprofit  hospitals  in  the  reimbursement 
formula  is  not  sufficient  to  meet  these  needs. 

A  few  moments  ago  I  mentioned  the  Detroit  Medical  Center  develop- 
ment project.  On  the  boards  of  trustees  interested  in  the  project  there 
are  more  than  100  leaders  in  our  community  who  are  occupied  in  their 
normal  business  and  professional  responsibilities  but  are  still  anxious 
to  give  great  amounts  of  time  and  effort  to  this  community  project. 
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Any  one  of  these  men  could  give  a  worthy  dissertation  on  free  enter- 
prise and  the  private  business  system.  Isn't  it  significant,  highly  sig- 
nificant, that  they  are  working  for  nonprofit  hospitals  not  proprietary 
institutions  ? 

I  believe  you  can  take  any  list  of  businesses  and  corporations  in  our 
country  and  you  will  find  that  their  leadership  is  serving  on  nonprofit 
hospital  boards.  Just  what  is  it  that  a  businessman  dedicated  to  the 
profit  motive  sees  in  these  nonprofit  hospitals  ? 

Well,  he  sees  the  free  enterprise  system  as  something  much  broader 
than  producing  individual  and  corporate  profits.  He  believes  it  also 
means  freedom  to  operate,  freedom  of  incentive,  freedom  for  change, 
freedom  to  improve  the  quality  of  a  product.  In  the  operation  of  a 
nonprofit  hospital  he  finds  these  same  freedoms. 

These  hospitals  provide  more  than  the  basic  essential  services.  They 
offer  their  communities  high  quality  health  care,  and  they  do  this  not 
because  they  nave  to  but  because  they  want  to.  Business  leaders  want 
the  hospitals  to  continue  to  have  this  same  freedom  of  action — not  for 
the  sake  of  profits — but  so  they  can  always  continue  to  innovate  and 
improve  and  keep  their  services  at  a  high  level  of  quality  and  efficiency. 

Now  to  get  down  to  some  figures.  The  total  assets  of  all  short-term 
general  hospitals  in  the  country  is  $16.4  billion.  This  group  consists 
of  the  hospitals  operated  by  voluntary  nonprofit  organizations,  pro- 
prietary organizations,  and  those  operated  by  State  and  local  govern- 
ments. Of  this  total  the  assets  of  the  private  nonprofit  community 
hospitals  amount  to  $12.5  billion.  The  total  assets  of  all  private  for 
profit  proprietary  hospitals  is  only  about  $400  million. 

Approximately  75  percent  of  all  non-Federal  short-term  general  hos- 
pital plant  assets  are  in  the  private  nonprofit  hospital  sector. 

Recently  the  Congress  decided  to  increase  the  reimbursement  of 
profitmaking  hospital  institutions  by  about  7%  percent  but  it  did 
nothing  proportionately  for  the  nonprofit  hospital.  It  is  difficult  to 
understand  that  the  Congress  decided  to  make  this  investment  for  the 
future  only  in  proprietary  institutions. 

If  it  were  to  make  a  similar  investment  in  nonprofit  hospitals,  the 
7y2  percent  would  go  to  perpetuate  the  enormous  private  investment  in 
hospitals  which  now  exists  to  the  benefit  of  the  Government  as  well  as 
the  people.  It  would  not  be  subject  of  course  to  any  payout  in  the  form 
of  ownership  withdrawals,  dividends  to  shareholders,  and  so  forth.  It 
could  only  go  to  improve.  The  money  given  to  such  institutions  would 
be  working  all  the  while,  as  I  said,  for  better  plants  and  for  better  care. 
I  think  it  would  be  prudent  and  strong  economic  policy  for  the  Govern- 
ment. 

Now,  I  would  like  to  move  for  the  moment  to  the  matter  of  deprecia- 
tion funding.  We  subscribe  to  the  necessity  of  sensible  planning  for 
new  hospital  facilities  and  strongly  support  voluntary  areawide  plan- 
ning agencies.  There  is  such  an  organization  in  Detroit  and  operat- 
ing efficiently. 

We  also  wish  to  call  to  your  attention  the  rapid  development  of  such 
agencies  in  the  United  States  in  recent  years.  Now  numbering  over  80, 
these  agencies  are  bringing  conscientious  appraisal  and  effective  co- 
ordination to  planning  of  health  care  facilities  and  health  services. 

We  also  recognize  the  need  for  coordinated  Statewide  planning.  The 
State  level  health  services  and  facilities  coordinating  groups  should 
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blend  and  meld  both  private  and  governmental  representation  in  its 
governing  body. 

However,  we  believe  that  planning  agencies  should  influence  capital 
expenditures  for  the  creation  of  new  facilities  or  the  expansion  of 
existing  facilities  only,  and  not  expenditures  for  replacement  of  equip- 
ment and  services  in  existing  hospitals. 

These  expenditures,  we  believe,  come  within  the  normal  responsibil- 
ity of  operation.  The  proposal  for  handling  depreciation  funds  as  it 
appears  in  H.R.  5710  provides  not  only  control  of  capital  expenditures 
by  a  planning  agency,  but  also  that  approval  must  be  obtained  from 
such  an  agency  for  the  expenditure  of  depreciation  funds  for  operat- 
ing purposes. 

This  fully  removes  the  authority  of  the  individual  governing  board 
of  trustees  and  I  believe  interferes  with  the  legal  responsibility  of  the 
board  of  trustees  for  the  operation  of  the  hospital. 

Further,  the  proposal  indicates  that  the  Federal  Government  can 
bring  sanctions  against  a  hospital  in  respect  to  the  expenditure  of  de- 
preciation funds  received  from  other  sources  and  for  which  the  Gov- 
ernment has  no  responsibility. 

This  proposal  is  obviously  unacceptable.  If  the  Government  be- 
lieves it  must  require  funding  of  depreciation  monies  paid  to  a  hospital 
under  title  18  and  19  of  the  law,  and  if  it  requires  complete  fund  ac- 
counting for  such  funds,  this  might  will  be  defensible  if  the  govern- 
ment was  actually  paying  for  the  replacement  of  facilities  at  some  fu- 
ture date  and  at  some  future  price. 

However,  it  is  not  doing  so  and  as  matters  stand  depreciation  funds 
which  the  Government  is  paying  to  a  hospital  are  being  paid  on  an 
existing  facility.  The  reason  they  are  being  paid  is  because  deprecia- 
tion is  a  legitimate  item  in  reasonable  costs.  Just  what  the  basis  is  for 
the  Government  deciding  it  should  control  this  element  of  reasonable 
costs  is  not  quite  clear  to  me. 

Thus,  we  think  the  proposal  should  be  limited  to  the  control  of  de- 
preciation funds  used  for  the  construction  of  new  facilities,  and  the 
provision  of  additional  beds  and  services. 

Specifically,  hospitals  should  be  permitted  to  spend  depreciation 
funds  for  replacement  of  equipment  and  for  expenditures  which  are  in 
the  accounting  sense  within  the  area  of  normal  operations.  Use  of  any 
and  all  depreciation  funds  should  be  traceable  through  use  of  proper 
accounting  procedures.  Control  by  a  planning  agency  over  such  items 
should  be  eliminated. 

The  action  of  the  Board  of  Trustees  of  the  American  Hospital  Asso- 
ciation regarding  depreciation  as  covered  in  Mr.  Cartmill's  statement 
provides  sound  operating  policy  in  this  matter.  This  statement  recog- 
nizes that  many  hospitals  have  a  substantial  existing  capital  debt  which 
cannot  be  amortized  entirely  by  use  of  depreciation  funds. 

In  fact,  the  necessity  of  using  depreciation  funds  for  amortization 
of  substantial  capital  indebtedness  precludes  in  many  cases  funding  of 
depreciation  for  preservation  of  the  existing  plant.  We  believe  that 
the  concept  of  depreciation  as  an  allowable  cost  is  proper;  but  until 
depreciation  is  paid  at  replacement  values  and  until  a  proper  level  of 
total  reimbursement  is  achieved  to  assist  in  paying  off  existing  capital 
indebtedness,  the  proposal  to  control  rigidly  the  use  of  depreciation 
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funds  is  impossible  and  impractical  and  will  serve  only  to  downgrade 
the  ability  of  voluntary  nonprofit  hospitals  to  maintain  existing  facili- 
ties let  alone  meet  the  needs  for  improvement,  equipment  replacement, 
and  maintaining  high-quality  facilities  to  provide  high-quality 
services. 

Stated  differently,  such  a  policy  if  continued  would  place  voluntary 
institutions  in  a  program  of  gradual  liquidation. 

There  are  more  than  30,000  individuals — this  is  an  understatement — 
serving  on  the  governing  board  of  hospitals.  They  undoubtedly  rep- 
resent a  cross  section  of  men  and  women  in  business  and  industry  in 
small  town  and  big  city,  who  believe  sincerely  in  the  community  good 
of  the  nonprofit  hospital,  and  are  willing  to  give  their  time  and  ener- 
gizes to  further  its  purpose. 

I  am  certain  that  any  one  of  these  thousands  of  trustees  would  have 
spoken  to  you  in  the  same  way  I  have  today.  In  conclusion,  it  would 
seem  apparent,  I  believe,  to  any  observer  that  unless  the  hospitals  which 
must  provide  the  care  are  enabled  not  only  to  survive,  but  to  grow  and 
develop,  the  medicare  program  will  certainly  suffer  as  well  as  the 
hospitals. 

I  will  state  it  very  frankly,  brutally  frank.  The  success  of  medicare 
in  our  opinion,  in  the  foreseeable  future,  is  predicated  almost  entirely 
on  the  continued  healthy  and  dynamic  progress  of  the  private  voluntary 
hospital  system  because  that  system  represents  75  percent  of  the  assets 
employed  in  our  total  non-Federal  hospital  facilities.  Without  it 
there  could  be  no  program. 

Thank  you  very  much,  Mr.  Chairman,  for  the  opportunity  to  present 
these  thoughts  to  you,  and  I  hope  they  will  be  helpful  in  carrying  out 
your  committee's  great  responsibility. 

Now,  Mr.  William  Mueller. 

The  Chairman.  Thank  you,  Mr.  Eppert.    Mr.  Mueller. 

STATEMENT  OF  WILLIAM  J.  MUELLER,  AMERICAN  HOSPITAL 

ASSOCIATION 

Mr.  Mueller.  Mr.  Chairman,  I  am  William  J.  Mueller.  I  am 
a  partner  in  the  firm  of  Arthur  Andersen  &  Co.  I  appear  here  today 
in  behalf  of  the  American  Hospital  Association.  With  me  is  John  E. 
Stagl,  director  of  Passavant  Hospital,  who  will  join  me  in  the  discus- 
sion of  the  matters  I  present. 

My  testimony  will  be  directed  toward  those  financial,  recordkeeping, 
and  administrative  problems  which  I  have  observed  with  respect  to  the 
involvement  of  the  hospitals  with  the  medicare  program.  The  matters 
which  I  will  cover  can  be  categorized  as  follows : 

(1)  Problems  relating  to  the  definition  of  "reasonable  cost." 

(2)  Problems  relating  to  the  adequacy  of  "reasonable  cost." 

(3)  Administrative  problems. 

In  preamble,  I  would  like  to  make  one  general  point :  While  the  im- 
pact on  hospitals  of  title  18  of  Public  Law  89-97  has  been  great  (the 
March  16, 1967,  issue  of  the  Journal  of  the  American  Hospital  Associa- 
tion will,  for  example,  contain  the  results  of  the  monthly  hospital  indi- 
cators. These  will  show  that  the  percent  of  patient  days  for  patients 
aged  65  and  over  increased  from  28.2  percent  in  July  1966  to  32  per- 
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cent  in  December  1966)  the  implications  of  this  legislation  on  hospitals 
and  on  their  financial  management  is  greater  than  even  these  high 
percentages  would  indicate. 

With  the  gradual  implementation  of  title  19  and  with  the  almost  in- 
evitable conversion  of  other  third-party  payment  plans  to  reimburse- 
ment formulas  approximating  those  contained  in  the  medicare  regula- 
tions, it  is  not  unreasonable  to  forecast  that  within  a  short  period  of 
time,  the  vast  majority  of  all  hospital  patients  will  have  their  hospitali- 
zation paid  for  on  the  basis  of  the  rules  and  formulas  which  are  being 
evolved  today  in  connection  with  the  medicare  program. 

Accordingly,  I  believe  that  the  Congress  of  the  United  States  has  a 
grave  responsibility  to  develop  a  reimbursement  plan  which  not  only 
meets  the  needs  of  this  Federal  program,  but  rather,  one  which  can 
serve  as  a  model  for  all  third-party  payors. 

PROBLEMS    IN    CONNECTION    WITH    THE    DEFINITION    OF  "REASONABLE 

COST?' 

I  would  now  like  to  discuss  some  of  those  problems  which  arise  in 
connection  with  the  definition  of  "reasonable  cost." 

The  problems  of  definition  which  I  will  outline  for  you  will  be 
limited  to  those  problems  which  would  appear  to  be  correctable  only 
through  legislative  revision.  Many  other  questions  with  respect  to  the 
definition  of  reasonable  cost  have  been  raised,  are  being  raised,  and 
will  be  raised  in  the  future. 

However,  most  of  these  are  regulatory  in  nature  and  will,  I  hope 
in  the  near  future,  be  clarified  by  the  issuance  to  providers  by  the 
Social  Security  Administration  of  appropriate  regulations. 

To  date,  there  has  been  a  serious  absence  of  such  documentary  ma- 
terial in  the  reimbursement  area.  The  result  of  this  deficiency  has 
been  much  uncertainty  in  the  hospital  field  but  will,  I  hope,  soon  be 
corrected  through  normal  administrative  channels. 

Most  of  the  significant  problems  of  definition  which  have  become 
apparent  to  date  appear  to  be  the  result  of  a  relatively  narrow  inter- 
pretation of  the  phrase  "reasonable  cost."  The  specific  problems 
noted  are  as  follows : 

Special- purpose  donations 

Principle  1-6,  "Grants,  Gifts,  and  Income  from  Endowments"  (Reg. 
Sec.  -105.423)  states  in  part  that  "grants,  gifts,  or  endowment  income 
designated  by  a  donor  for  paying  specific  operating  costs  should  be 
deducted  from  the  particular  operating  cost  or  group  of  costs." 

While  I  do  not  of  my  own  knowledge  know  the  full  line  of  reason- 
ing which  caused  the  Social  Security  Administration  to  draft  this 
portion  of  the  regulations  in  this  manner,  I  can  only  presume  that  it 
was  so  drafted  in  response  to  the  legislative  request  that  reimburse- 
ment be  limited  to  reasonable  cost. 

I  believe  that  the  handling  of  these  so-called  specific-purpose  dona- 
tions in  this  manner  is  inequitable  to  the  hospital  as  well  as  to  the 
original  donors. 

In  considering  this  issue,  separate  attention  should  be  given  to  spe- 
cial-purpose donations  based  on  the  time  at  which  they  were  originally 
established  at  the  hospitals.    These  would  fall  into  two  basic  groups : 
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(1)  those  donations  which  were  made  prior  to  the  enactment  of  this 
legislation,  and  (2)  those  donations  made  subsequent  to  its  enactment. 

In  the  latter  case,  I  predict  that  there  will  be  a  precipitous  decline 
in  the  number  of  current  donations  made  to  offset  specific  operating 
expenses.  Certainly  any  donor's  who  wish  to  make  a  donation  of  this 
nature  will,  and  should,  be  advised  that  their  donation  will,  to  the 
extent  of  medicare  participation,  be  turned  over  to  the  U.S.  Govern- 
ment. 

I  feel  quite  certain  that  it  is  not  the  intention  of  the  typical  donor 
of  funds  to  subsidize  the  U.S.  Government  hospital  insurance  pro- 
grams and,  as  a  consequence,  the  donors  will  either  not  make  the 
donation  at  all  or  will  make  it  to  the  hospital  for  general  or  undesig- 
nated purposes. 

I  would  also  prognosticate  that  in  some  cases  there  will  be  unwritten 
understandings  between  donors  and  hospitals  with  respect  to  the  way 
their  funds  will  be  used  without,  however,  any  legal  restrictions  being 
placed  on  them.  It  is  my  contention  that  any  legislation  which  pro- 
motes (a)  the  discouragement  of  contributions  to  hospitals,  or  (b)  any 
subterfuge  in  connection  with  such  donations,  is  basically  unsound  and 
not  in  the  public  interest. 

In  addition,  the  administrative  consideration  which  must  be  given 
to  this  type  of  situation  is  not  inconsiderable  and  as  such  is  costly  to 
the  medicare  program  and  to  the  public  generally. 

While  the  problem  with  respect  to  current  gifts  is  serious,  and  I  do 
not  wish  to  understate  its  importance,  I  believe  that  of  far  more  sig- 
nificance is  the  impact  of  this  program  on  grants  and  endowments 
made  before  the  enactment  of  Public  Law  89-97.  These  consist  of 
special  purpose  donations  which  had  not  been  expended  as  of  June  30, 
1966,  or  endowments  which  had  been  given  to  the  hospital  by  its  bene- 
factors many  years  ago,  the  income  of  which  is  restricted  to  use  in 
offsetting  operating  expenses. 

It  seems  obvious  that  it  could  never  be  construed  that  it  was  the 
intent  of  these  long-gone  benefactors  that  their  donations  be  used  to 
finance  hospital  prepayment  programs,  be  they  governmental  or 
private  in  nature. 

I  therefore  believe  quite  strongly  that  to  offset  these  items  against 
reasonable  cost  acts  in  effect  as  taxation  without  representation. 

Consequently,  I  would  certainly  recommend  that  as  a  minimum,  all 
special  purpose  donations  made  before  the  enactment  of  this  legisla- 
tion be  automatically  excluded  from  its  provisions. 

In  this  same  connection,  a  recent  medicare  communications  report, 
issued  by  the  Blue  Cross  Plan  for  Hospital  Care  of  Hospital  Sendee 
Corporation  of  Illinois,  dated  February  20,  1967,  states  that  with 
respect  to  current  special  purpose  donations,  if  the  donor  specifies  that 
the  donated  funds  not  be  used  for  services  to  medicare  beneficiaries, 
no  reduction  of  allowable  costs  would  be  made  for  these  donated 
funds." 

If  this  communication  properly  reflects  the  attitude  of  the  Social 
Security  Administration  with  respect  to  the  subject,  it  appears  that 
current  donors  may  exclude  medicare  beneficiaries  from  their  spe- 
cific-purpose donations  but  that  donors  who  made  contributions  prioi 
to  the  enactment  of  this  law,  many  of  which  are  long-since  deceased, 
could  not  have  this  same  privilege. 
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2.  Cost  allocation  and  apportionment  formulas 

Section  1861  (v)  (1)  defines  reasonable  cost  and  states  with  respect 
thereto : 

Such  regulations  shall  .  .  .  take  into  account  both  direct  and  indirect  costs 
of  providers  of  services  in  order  that,  under  the  methods  of  determining  costs, 
the  costs  with  respect  to  individuals  covered  by  the  insurance  programs  estab- 
lished by  this  title  will  not  be  borne  by  individuals  not  so  covered,  and  the  costs 
with  respect  to  individuals  not  so  covered  will  not  be  borne  t>y  such  insurance 
programs. 

This  seemingly  innocuous  and  in  fact  sound  statement  of  fiscal  prin- 
ciple has  inaugurated  what  is  possibly  one  of  the  most  massive  crash 
cost- accounting  programs  in  the  history  of  this  country. 

Presumably  pursuant  to  such  legislative  direction,  the  Social  Se- 
curity Administration  has  promulgated  a  relatively  complex  set  of  cost 
accounting  devices  which  attempt  to  isolate  the  "reasonable  cost"  ap- 
plicable to  covered  patients. 

These  call  for  (1)  the  determination  of  "allowable  cost"  on  a  depart- 
mental basis,  (2)  the  allocation  of  the  costs  of  nonpatient  service 
(overhead)  departments  to  patient- service  departments  (this  process 
is  known  as  cost  finding),  (3)  the  apportionment  of  the  costs  of  such 
patient  service  departments  between  those  services  rendered  to  inpa- 
tients and  those  services  rendered  to  the  various  classes  and  types  of 
outpatients  and  finally  (4)  the  apportionment  of  costs  within  each  of 
the  inpatient  and  outpatient  categories  between  health-insurance  cov- 
ered and  all  other  patients. 

Before  I  outline  the  problems  caused  by  this  process,  I  wish  to  state 
unequivocally  that  I  am  not  against  cost  accounting  or  financial  anal- 
ysis. As  a  matter  of  fact,  inasmuch  as  I  derive  my  personal  livelihood 
from  it,  I  am  very  much  for  such  analysis  work. 

What  I  am  against  is  the  use  of  this  type  of  rigid  formulation  as  a 
basis  for  determining  the  primary  revenue  structure  of  the  hospital 
industry. 

I  will  also  not  attempt  to  dwell  on  the  purely  administrative  prob- 
lems which  this  type  of  reimbursement  method  imposes  on  the  hos- 
pitals, including  such  matters  as  the  upgrading  of  accounting  exper- 
tise, the  time  necessary  to  prepare  the  cost- accounting  data,  which  is, 
I  assure  you,  not  in  any  respect  inconsiderable,  nor  the  inevitable 
costs  involved  in  negotiating  annual  settlements,  such  latter  costs  to 
be  measured  not  only  in  terms  of  cost  to  the  government  of  review  and 
audit,  but  also  cost  to  the  hospital  in  terms  of  the  administrative  time 
which  must  be  devoted  to  the  process. 

Rather,  I  would  like  to  limit  my  comments  in  this  regard  to  the 
very  basic  stipulation  that  this  whole  series  of  complex  cost  manipula- 
tions does  not  accomplish  the  result  demanded  by  section  1867 (v)  (1) 
which  I  have  previously  quoted. 

In  the  first  instance,  while  the  basic  specifications  for  the  cost-ac- 
counting function,  the  process  of  allocating  oA^erheads  to  patient- 
service  departments,  is  reasonably  sound,  the  actual  apportionment 
of  the  resultant  costs  between  covered  and  noncovered  patients  is  made 
primarily  on  the  basis  of  the  hospitals'  internal  rate  structure,  that  is, 
the  amount  it  sets  up  as  charges  made  to  its  patients. 

The  result  of  this  process  is  that  the  Government  may  pay  more  or 
less  than  cost  applicable  to  Government  patients,  depending  upon  the 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


705 


composition  of  each  individual  hospital's  rate  structure.  If  the  hos- 
pital rate  structure  is  calculated  in  such  a  way  that  each  of  the  in- 
dividual charges  are  related  to  cost,  then  a  somewhat  more  equitable 
answer  will  result. 

The  practical  facts  of  the  matter  are,  however,  that,  as  of  the  present 
time,  very  few  rate  structures  are  constructed  in  this  manner  and  even 
in  those  cases  where  a  general  relationship  to  cost  exists,  rates  are 
typically  adjusted  on  a  judgment  basis  to  discount  such  policy  con- 
siderations as  standby  facilities,  public-service  facilities,  experimental 
procedures,  high- cost  procedures,  and  so  forth. 

In  addition,  approximately  50  percent  of  the  hospital's  cost  is  billed 
to  patients  in  the  form  of  a  daily  charge  for  routine  services.  This 
daily  service  charge  is  intended  to  reimburse  the  hospital  for  such  costs 
as  patient  rooms,  meals,  nursing  service,  and  so  forth. 

These  charges  are  universally  established  on  the  basis  of  the  type 
of  accommodation  occupied  by  the  patient  and  in  no  instance  that  I 
know  of  at  least,  do  these  charges  reflect  the  cost  of  the  specific  array  of 
services  rendered  to  each  individual  patient. 

In  other  words,  if  two  patients  occupy  a  semiprivate  room,  one  may 
receive  as  much  as  five  times  as  much  service  as  his  roommate ;  however, 
the  hospital  routine  service  charges  to  each  of  them  will  be  identical, 
because  they  both  occupy  the  same  type  of  accommodation. 

Studies  indicate  the  cost  of  routine  services  is  typically  higher  for 
the  medicare  patient  because  of  his  age  and  the  typical  types  of  in- 
firmities brought  about  by  age.  Therefore,  the  application  of  cost 
allocation  procedures  based  on  rates  would  not  properly  reflect  the  cost 
of  services  rendered  to  the  medicare  patient. 

Cost  accounting  systems  designed  to  cope  with  this  problem  are 
presently  in  a  study  phase,  but  I  would  venture  to  say  that  it  will  be 
many  years  before  they  are  both  perfected  and  made  operational  in 
hospitals,  and  it  will  probably  be  many  years  beyond  this  before  the 
average  hospital  will  be  able  to  incorporate  such  changes  in  its  rate 
structure  in  an  equitable  manner. 

In  summary,  I  would  conclude  that  while  the  cost  apportionment 
methodology  specified  by  the  Social  Security  Administration  is  ob- 
viously prepared  to  be  responsive  to  the  legislative  requirements  con- 
tained in  section  1861  of  the  law,  I  would  say  that  in  many — if  not 
most — situations,  the  responsiveness  is  not  adequate. 

I,  at  this  point,  want  to  make  it  very  clear  that  I  am  not  critical  of 
the  attempt  made  by  the  Social  Security  Administration  to  draft  regu- 
lations which  attempt  to  meet  the  legislative  intent.  I,  frankly,  do 
not  think  that  it  is  possible  to  accomplish  this  intent. 

Accordingly,  it  is  my  belief  that  until  such  time  as  accounting  and 
analysis  techniques  are  developed  to  the  point  where  it  is  not  necessary 
to  rely  on  rates  to  make  these  basic  apportionments,  that  the  legislation 
should  be  amended  to  permit  reimbursement  on  the  basis  of  average 
cost,  as  well  as  any  more  sophisticated  method  as  might  be  developed 
on  a  sound  basis  on  an  individual  hospital-by-hospital  basis. 

3.  Return  on  investment 

Principal  1-12  :  "Return  on  Equity  Capital  of  Proprietary  Provid- 
ers (Reg.  Sec.  405-429)"  provides  that  a  return  will  be  allowed  on  the 
equity  capital  invested  in  proprietary  institutions.    Equity  is  defined 
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to  exclude  long-term  indebtedness.  This  definition  fails  to  recognize 
several  very  important  economic  factors  and  could  in  operation  prove 
to  be  extremely  inequitable  to  the  owners  of  proprietary  institutions. 

In  the  case  of  an  owner  who  maintains  a  low  equity  position,  either 
due  to  the  incurrence  of  losses  in  connection  with  the  startup  of  a  new 
facility,  or  that  he  was  able  to  borrow  from  outside  sources  an  extra- 
ordinarily high  percentage  of  his  total  capital  or  otherwise,  this  rule 
would  practically  eliminate  the  possibility  of  his  earning  any  return 
on  medicare  patients. 

Furthermore,  if  the  interest  he  pays  on  his  long-term  debt  is  less  than 
the  rate  of  return  allowed  under  the  law,  then,  everything  else  being 
equal,  the  Government  would  be  paying  less  to  hospitalize  a  patient  in 
an  institution  with  an  extraordinarily  high  debt  ratio  than  they  would 
in  an  institution  that  was  debt  free. 

It  would  seem  to  me  only  proper  that  the  Government  in  contract- 
ing with  proprietary  institutions,  not  concern  itself  with  the  method 
that  these  institutions  use  to  obtain  their  financing. 

Rather,  I  would  recommend  that  interest  be  disallowed  completely 
as  an  element  of  reasonable  cost,  but  that  a  return  be  allowed  these 
operators  on  the  gross  amount  of  assets  employed  in  their  busines.  In 
this  way,  charges  to  patients  (that  is,  to  the  Government)  would  be 
identical  with  respect  to  identical  facilities,  and  the  individual  oper- 
ator would  be  left  to  his  own  discretion  as  to  whether  he  wanted  to 
operate  a  conservatively  financed  institution  with  no  debt  or  a  highly 
levered  institution  with  a  high  debt-equity  ratio. 

It  would,  of  course,  also  permit  the  operator  who  has  no  equity  to 
build  one,  and  this  would,  I  believe,  be  a  desirable  objective. 

PROBLEMS  RELATING  TO  THE  ADEQUACY  OF  REASONABLE  COST 

The  next  section  of  my  testimony  has  to  do  with  problems  relating 
to  the  adequacy  of  reasonable  cost.  The  issue  as  to  whether  or  not 
reimbursement  based  on  cost,  or  cost  plus  2  percent,  adequately  meets 
the  hospital's  financial  needs  cannot  be  stated  categorically  as  financial 
needs  will  vary  hospital  by  hospital.  In  most  instances,  however,  cost 
will  certainly  be  inadequate. 

How  much  a  hospital  may  need  over  and  above  its  basic  operating 
costs  to  meet  its  financial  requirements,  is  a  difficult  question  to  answer 
on  a  generalized  basis.  Each  hospital  is  different,  each  has  its  own 
needs  and  requirements. 

Also,  there  are  many  definitions  of  cost  and  many  ways  in  which 
cost  can  be  assigned  in  termining  the  cost  applicable  to  the  care  of  pa- 
tients. Without  overcomplicating  the  issue,  however,  I  would  like 
to  discuss  the  two  broad  elements  which  must  be  considered  in  connec- 
tion with  any  consideration  of  the  financial  needs  of  hospitals. 

These  are  that  first,  a  hospital  must  always  recover  on  a  current 
basis  the  amounts  of  its  day-to-day  expenses  of  operation  which  are 
often  referred  to  as  "out-of-pocket  costs." 

Secondly,  a  hospital  must  provide  itself  with  adequate  resources  to 
meet  its  needs  for  permanent  capital. 

While  a  cursory  examination  of  medicare  legislation  would  seem  to 
imply  that  the  phrase  "reasonable  cost"  would  encompass  all  day-to- 
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day  "out-of-pocket  costs,"  a  closer  examination  reveals  that— in  at 
least  one  important  respect — they  do  not. 

The  area  in  which  at  least  the  administrative  decisions  with  respect 
to  the  definition  of  reasonable  cost  are  deficient  lie  in  the  area  of  free 
care  rendered  to  certain  categories  of  noncovered  patients.  This  free 
care  in  general  relates  to  two  types  of  patients. 

The  first  of  these  are  the  type  which  are  at  least  presumably  able 
to  pay  their  bills,  but  for  some  reason  or  another,  they  do  not,  and 
become  credit  losses.  The  cost  of  such  bad  debts  or  credit  losses  ap- 
plicable to  nonmedicare  patients  is  not  allowed  as  a  cost  under  the 
regulations  adopted  with  respect  to  the  medicare  program.  Any 
credit  losses  attributable  to  medicare  patients  are  reimbursed  under 
the  program. 

The  cost  of  caring  for  patients  who  eventually  become  credit  prob- 
lems is  a  cost  of  operating  any  hospital  whose  doors  are  open  to  the 
public.  It  is  as  much  a  cost  of  maintaining  an  open  institution  as  the 
cost  of  the  telephone  operator  or  the  nurses  or  the  maintenance  men. 
It  is  a  cost  which  much  be  borne  on  a  proportionate  basis  by  the  pay- 
ing patient — be  that  paying  patient  sponsored  by  the  United  States 
Government  or  a  commercial  insurance  company,  or  be  he  one  who 
pays  his  own  bills  out  of  his  own  pocket. 

The  only  alternative  to  not  considering  bad  debts  as  an  over-all 
hospital  cost  to  be  borne  proportionately  by  all  paying  patients,  is  to 
operate  a  closed  institution  which  will  only  admit  patients  who  are 
sponsored  by  some  third  party  with  unquestioned  creditability  and 
turn  away  all  others  who  might  eventually  become  credit  problems. 

Such  a  policy  is  in  conflict  with  all  the  moral  concepts  underlying  the 
hospital  industry  in  this  country  and,  as  a  matter  of  fact,  in  some  juris- 
dictions is  probably  even  illegal. 

To  attempt  to  finance  this  not  inconsiderable  cost  by  continuing  to 
increase  rates  for  the  relatively  small  portion  of  patients  not  sponsored 
by  a  third  party  is  certainly  unjust. 

In  the  same  line  of  reasoning,  hospitals,  as  a  matter  of  public  policy 
admit  patients  whom  they  realize  cannot  pay  their  bills.  In  many 
cases,  these  patients  are  not  qualified  for  public  assistance  and  the  cost 
of  their  care  must  be  borne  by  the  hospital. 

In  many  instances,  these  patients  are  admitted  on  an  emergency 
basis  and  there  is  absolutely  nothing  which  the  hospital  can  do  to  con- 
trol their  admittance.  This  then  becomes  as  much  a  part  of  the  overall 
cost  structure  of  the  hospital  as  does  the  credit  loss.  It  is  a  cost  of 
maintaining  an  open  institution.  The  alternatives  are  not  even  worth 
considering. 

There  is  also  another  line  of  persuasive  reasoning  under  which  the 
cost  of  caring  for  the  medically  indigent  might  well  be  considered  as  a 
part  of  the  reasonable  cost  of  caring  for  the  paying  patient.  This  line 
of  reasoning  considers  the  cost  of  such  free  care  as  a  cost  incurred  by 
the  hospital  in  rendering  a  service  to  the  community  in  which  it  is 
located. 

The  principle  that  charitable  contributions  represent  a  part  of  the 
cost  of  doing  business  of  the  corporate  taxpayer  has  been  recognized  by 
the  Internal  Revenue  Code,  which  allows  corporate  taxpayers  to  make 
charitable  contributions  in  an  amount  up  to  5  percent  of  their  taxable 
income. 
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In  addition  to  the  specific  statutory  allowances,  most  large  corpora- 
tions appropriate  significant  noncash  reserves  to  community  projects, 
such  as  providing  corporate  executives  to  serve  on  the  Boards  of 
Trustees  of  hospitals,  participating  in  fundraising  drives,  Chamber  of 
Commerce  activities,  and  so  forth. 

It  seems  inconceivable  to  me  that  the  corporate  commercial  taxpayer 
is  permitted  to  deduct  such  costs  on  his  Federal  income  tax  return 
as  a  cost  of  doing  business,  whereas  the  hospital  is  not  permitted  to 
include  a  reasonable  amount  of  the  cost  of  charity  as  an  allowable 
cost  in  connection  with  medicare  reimbursement. 

In  addition  to  the  day-to-day,  out-of-pocket  expenses,  incurred  by 
the  hospital,  which  have  just  been  described,  the  hospital  also  has  a 
dire  and  critical  need  for  ever-expanding  amounts  of  permanent  capi- 
tal. The  capital  to  which  I  refer  is  those  amounts  which  are  invested 
in  land,  buildings,  and  equipment,  as  well  as  those  amounts  which  are 
required  in  the  form  of  working  capital  to  finance  the  day-to-day 
operations  of  the  institution. 

While  I  will  address  myself  at  this  point  primarily  to  the  needs 
of  the  hospital  for  capital  invested  in  plant  and  equipment,  the  same 
principles  apply  to  its  working  capital  needs. 

Because  of  the  apparently  inevitable  inroads  of  inflation,  the  pur- 
chasing power  of  a  dollar  recovered  today  in  the  form  of  deprecia- 
tion allowances  is  not  equivalent  to  the  purchasing  power  of  a  dollar 
spent  on  plant  and  equipment  at  any  time  in  the  past.  Depreciation 
alowances  must,  in  order  to  comply  with  the  medicare  rules,  be  com- 
puted on  the  basis  of  the  original  cost  of  the  physical  assets  in  use. 

Consequently,  hospitals  are  limited  through  depreciation  allowances 
to  the  recovery  of  such  original  cost,  with  the  result  that  the  purchas- 
ing power  of  capital  is  becoming  eroded.  Likewise,  as  medical  tech- 
nology has  become  more  complex,  correspondingly  larger  investments 
have  been  required  in  hospital  plant  and  equipment  to  support  an 
equivalent  number  of  patients. 

Because  depreciation  provisions  are  based  on  historical  asset  com- 
plements, even  if  they  are  adjusted  for  inflation  they  will  be  inade- 
quate to  provide  for  the  additional  investment  requried  to  maintain 
a  technologically  up-to-date  facility. 

Because  of  the  interaction  of  these  two  factors  of  inflation  and  tech- 
nological obsolescence  on  the  operations  of  the  hospital,  depreciation 
allowances,  and  consequently  reimbursement  based  upon  such  allow- 
ances, which  are  based  on  historical  cost,  are  almost  certain  to  be 
inadequate  when  the  hospital  faces  the  problem  of  replacement  of 
obsolete  or  wornout  facilities  at  a  later  date. 

In  addition,  these  same  factors  of  inflation  and  technological  change 
influence  significantly  the  amount  of  working  capital  needed  to  finance 
current  operations. 

There  is,  I  am  certain,  no  qeustion  in  anyone's  mind  as  to  the  ac- 
curacy of  these  general  statements.  Very  little  has  been  done,  how- 
ever, to  quantify  them  in  such  a  way  that  their  effect — even  on  a 
historical  basis — can  be  reasonably  measured.  Some  data  is  avail- 
able, however,  and  I  will  refer  to  it  at  this  time. 

The  Public  Health  Service  of  the  Department  of  Health,  Educa- 
tion, and  Welf  are  publishes  certain  statistical  data  regarding  the  costs 
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of  constructing  and  equipping  hospitals.  In  a  report  covering  the 
years  1948-1965,  they  report  that  the  average  cost  per  bed  for  new 
general  hospitals  increased  from  $11,987  in  1948  to  $29,886  in  1965, 
or  an  increase  of  149  percent.  During  this  same  period,  by  the  way, 
the  Bureau  of  Labor  Statistics  Consumer  Price  Index  increased  from 
83.8  percent  to  113.1  percent  or  an  increase  of  approximately 
35  percent. 

In  order  to  accumulate  funds  equivalent  to  this  increase  in  cost  of 
$17,889  ($29,886  less  $11,987) ,  it  would  have  been  necessary  to  provide 
an  additional  allowance,  over  and  above  depreciation  based  on  original 
cost,  of  6  percent  per  year  over  the  17-year  period,  assuming  such 
additional  allowance  could  have  been  funded  and  earned  a  return  of 
5  percent  per  annum. 

To  convert  this  additional  allowance  into  a  percent  of  operating 
cost,  it  is  necessary  to  assume  an  average  operating  cost  per  patient 
day  over  this  period.  If  a  $38-per-day  average  is  assumed,  this  would 
result  in  annual  cost  per  bed  of  $13,870  (365  days  times  $38). 

Based  on  this  amount,  it  would  be  necessary  to  receive  an  additional 
allowance  equal  to  approximately  5  percent  of  operating  cost,  in  order 
to  recover  the  $17,899  over  the  >  17-year  period,  assuming  again  that 
such  additional  allowances  could  be  funded  and  earn  a  return  of 
5  percent  per  annum. 

To  the  extent  that  donated  capital,  received  either  from  the  general 
public  or  from  the  U.S.  Government  in  the  form  of  grants  in  aid  of 
construction,  has  not  been  adequate  to  meet  the  capital  needs  of 
hospitals,  many  of  them  have  obtained  long-term  capital  financing 
from  outside  third  parties. 

This  financing,  typically  in  the  form  of  mortgage  loans,  has  been 
available  but  only  to  those  institutions  which  could  show,  to  the  satis- 
faction of  the  lender,  that  they  would  be  able  to  meet  the  repayment 
schedules  specified.  Each  lender  must,  of  course,  set  his  own  stand- 
ards with  respect  to  what  would  be  considered  reasonable  assurance 
in  this  regard. 

My  personal  experience  has  shown  that  very  few  lenders  are  willing 
to  look  strictly  to  the  recovery  of  depreciation  dollars  for  the  repay- 
ment of  their  loans.  Most  lenders  require  as  a  minimum  a  proven 
record  of  the  hospital  having  been  able  to  produce  an  operating  sur- 
plus, coupled  with  a  clear  statement  of  intention  on  the  part  of  its 
board  of  trustees,  that  all  efforts  will  be  extended  to  assure  that  future 
operations  will  be  similarly  successful. 

A  condition  of  current  stability  and  the  ability  to  meet  its  bills  as 
they  mature,  that  is  to  say,  to  have  adequate  working  capital  at  least 
after  the  receipt  of  the  long-term  loan  is  also  a  frequent  consideration. 

A  tabulation  of  recent  mortgage  loans  to  hospitals  is  attached  to 
this  testimony. 

Mr.  Chairman,  I  do  not  have  the  attachment  to  the  testimony.  It  is 
being  typed  and  I  will  submit  it  at  a  later  date  if  that  is  satisfactory. 

Mr.  Ullman  (presiding).  Without  objection  it  will  be  included  in 
the  record. 

(The  following  table  was  received  by  the  committee:) 


SOCIAL  SECURITY  AMENDMENTS  OF  19  67 


11 


1 


II 


g§838i§S3g§8§3§gS3 


gggggggggggggg  ;g 

mmmmmm  u  \i 
mmmmu  s*  ii 


gggggggggggggg  ;g  ;g 

mmmmmu  is  ii 
ii¥iisii"is¥is"s  is  ii 


gggggggggggggg  ;g 

gggggggggggggg  ;g 


gggggggggggggg  ;g 

ggggggggggglgg  ;s 
|Ws¥l¥«¥§"  is" 


gggggggggggggg  ig  g 


gggggggggggggg  g  g 


gggggggggggggg  g  g 


gggggggggggggggggg 
ggglliggllllglgggg 
§"§"g"glll§l'f"§"§"§ll"§"ll" 


88 
II 


gg 
13 

35 


IS 


II 

r" 


S3 

r 


g2 
11 

s" 


88 

u 


gg 

gg 
g"? 


I: 


Si 

!  i 
ill 

iS  5 
f 

s! 

! 
s 
» 

! 

=3 


S 

P 

Ii 
§j 

! 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


711 


Mr.  Mueller.  Thank  you.  A  tabulation  of  recent  mortgage  loans 
to  hospitals  shows  the  following  for  18  hospitals  obtaining  loans  in 


1965-1966 : 

For  latest  fiscal  year:  Per  bed 

Total  operating  expenses  $13,930 


Net  income    1, 196 

Depreciation    762 


Total  cash  flow   1,958 


1st  year  debt  service   1,  312 

Coverage  (cash  flow  divided  by  debt  service)   1.49x1 

Average  loan  per  number  of  increased  beds   20, 478 

Average  number  of  increased  beds   130 


Of  particular  significance  is  the  fact  that  coverage  was  1.49  times 
debt  service  requirements,  even  based  on  the  earning  capacity  of  the 
facilities  before  the  expansion  took  place. 

In  addition,  its  is  significant  to  note  that  the  ratio  of  net  income 
to  total  operating  expenses  is  8.5  percent  an  amount  equite  consistent 
with  the  5  percent  operating  expenses  allowance  previously  calculated. 

One  must  conclude  that  lenders  of  funds  to  hospitals  recognize 
the  requirement  that  hospitals  be  able  to  earn  sufficient  amounts  in 
excess  of  total  operating  costs  to  enable  them  not  only  to  service  the 
debt,  but  also  to  maintain  a  technologically  up-to-date  facility  which 
can  render  high-quality  service  in  a  competitive  atmosphere. 

In  further  amplification  of  the  needs  of  hospitals  for  amounts  in 
excess  of  cost,  a  preliminary  report  issued  by  Arthur  Young  &  Co., 
CPA's,  of  San  Francisco,  Calif.,  for  the  California  Hospital  Associa- 
tion disclosed  that  for  10  years  ending  1965-66,  capital  improvements, 
92  percent  of  which  was  for  facilities  and  8  percent  for  working  capi- 
tal, in  51  hospitals  were  financed  from  the  following  sources: 


[In  percent] 


Nonprofit 

Proprietary 

District 

Depreciation   

27 

36 

44 

Net  income             -------      .  ...  

23 

42 

42 

Long-term  financing..                      .   -   

19 

22 

Grants,  contributions,  taxes,  and  other   -.-  

31 

14 

Total  

100 

100 

100 

The  rules  and  regulations  which  have  to  date  been  published  with 
respect  to  the  definition  of  "reasonable  cost",  give  every  evidence  that 
their  authors  have  been  cognizant  of  the  fact  that  the  financial  needs 
of  hospitals  go  far  beyond  "reasonable  cost." 

Within  the  limits  prescribed  by  legislation,  much  has  been  done  to 
assist  hospitals  to  meet  this  need.  Such  items  include  the  permitted  use 
of  accelerated  depreciation,  the  so-called  2  percent  factor,  and  liberal 
provisions  with  respect  to  income  earned  on  funds  set  aside  for  plant 
replacement. 

What  has  been  done,  however,  is  grossly  inadequate.  I  cannot  say 
in  terms  of  specific  amounts  or  percentages  what  would  be  adequate. 
Certainly  it  must  be^an  amount  sufficient  to  cover  the  types  of  needs, 
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over  and  above  current  operating  costs,  which  have  been  outlined  above 
and  should,  in  addition,  be  adequate  to  permit  the  hospital  to  build  a 
reasonable  reserve  for  future  unfavorable  contingencies. 

Failure  of  the  Congress  to  permit  hospitals  to  collect  at  least  pro- 
portionately as  much  from  medicare  patients,  as  they  do  from  the  other 
patients  which  they  serve  represents,  in  my  judgment  a  shocking  in- 
equity which  can  only  be  corrected  through  legislative  clarification  of 
the  term  "reasonable  cost"  and  such  action  as  may  be  necessary  to 
permit  a  significant  increase  in  the  2  percent  factor.  » 

ADMINISTRATIVE  PROBLEMS 

Many  of  the  administrative  problems  which  must  eventually  be  coped 
with  have  yet  to  be  encountered.  These  include  such  matters  as  annual 
reporting  and  the  settlement  of  the  many  disputes  which  arise  under 
any  program  which  involves  cost -alloc  at  ion  and  cost-apportionment 
procedures. 

I  will  not  at  this  time  speculate  on  these  problems,  but  will  predict 
that  they  will  be  of  great  magnitude.  Whether  or  not  they  can  be 
reasonably  solved,  only  time  will  tell. 

There  are,  however,  certain  current  administrative  problems  which 
should,  I  believe,  be  brought  to  the  attention  of  this  committee.  I  will 
limit  my  testimony  to  those  matters  which  directly  affect  hospitals. 

Probably  one  of  the  most  difficult  current  problems  for  the  typical 
hospital  to  cope  with,  is  that  brought  about  by  those  provisions  of  Pub- 
lic Law  89-97,  which  demand  that  the  professional  component  of  hos- 
pital services  attributed  to  hospital-based  physicians  be  billed  to  the 
patient  in  such  a  way  that  they  can  be  separately  identified  and  charged 
as  an  amount  reimbursable  under  part  B  of  the  law. 

In  those  instances  where  the  hospital  has  continued  'to  bill  for  the 
services  of  hospital-based  physicians,  it  has  been  necessary  to  segregate 
charges  for  tests  or  procedures  which  involve  the  services  of  a  hospital- 
based  physician. 

This  has  made  necessary  a  duplication  of  rate  structure  and  has  inter- 
posed a  significant  additional  clerical  burden  on  the  hospital.  In  those 
cases  where  hospital-based  physicians  have  elected  to  bill  patients  di- 
rectl}T,  it  has  caused  significant  increases  in  the  overall  clerical  effort 
involved  in  the  billing  process. 

In  either  event,  it  has  resulted  in  considerable  confusion  to  the 
patient,  be  he  covered  by  the  medicare  program  or  be  he  not  covered, 
because  procedures  such  as  this  are  not  feasible  to  inaugurate  with  re- 
spect to  any  particular  class  of  patient ;  they  must  be  inaugurated  with 
respect  to  all  patients  or  not  inaugurated  at  all. 

The  overall  result  has  been  patient  confusion  and  an  increase  of 
significance  in  overall  administrative  costs. 

I  would  suggest  that  there  should  be  some  basis  for  a  legislative 
solution  to  this  obviously  uneconomic  procedure.  While  I  do  not 
presume  to  recommend  a  course  of  action,  certainly  the  inclusion  of  the 
services  of  hospital-based  physicians  as  an  element  of  hospital  services 
would  be  one  way  to  handle  the  problem. 

If  it  were  considered  necessary  from  the  point  of  view  of  the  Gov- 
ernment's internal  accounting  to  distinguish  the  amount  of  these 
charges  as  between  part  A  and  part  B,  this  could  be  calculated  on  a 
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statistical  basis  periodically  and  be  effected  as  a  transfer  of  funds 
internally  within  the  Government  accounting  system. 

Another  area  which  is  causing  considerable  difficulty,  particularly 
in  those  metropolitan  hospitals  which  have  either  free  clinics  or  other- 
wise high  outpatient  activity,  is  the  distinction  between  diagnostic 
studies,  which  are  reimbursed  under  part  A  and  have  a  $20  deductible 
amount,  and  therapeutic  visits,  which  are  reimbursed  under  part  B, 
with  the  customary  $50  deductible  limitation.  The  amount  of  paper- 
work necessary  to  report  and  collect  for  these  services  is  staggering, 
particularly  in  view  of  the  relatively  low  dollar  amounts  involved  with 
respect  to  each  patient  visit  or  treatment  . 

However,  as  long  as  the  two  programs  must  be  distinguished  each 
with  a  different  deductible  amount,  and,  in  the  case  of  diagnostic 
studies,  with  a  20-day  spell  of  treatment  involved,  the  paperwork  ap- 
pears to  be  unavoidable. 

The  problem  is  particularly  acute  in  those  large  teaching  and  charity 
hospitals  which  operate  free  or  semifree  clinics.  In  many  of  these 
organizations,  the  number  of  medicare  visits  alone  can  run  as  high  as 
500  per  day,  and  the  number  of  individual  charges  applicable  to  these 
patients  can  be  much  higher  than  this  number. 

When  it  is  recognized  that  the  services  applicable  to  these  visits  must 
be  split  betwen  those  which  are  diagnostic  and  those  which  are  thera- 
peutic and  that  then  the  professional  component  of  any  amounts  in- 
cluded in  diagnostic  must  be  considered  as  a  part  of  part  B,  and  in 
effect,  entered  as  a  therapeutic  charge  and  then  each  of  these  amounts 
must  be  recorded  on  a  daily  basis  on  a  separate  outpatient  reporting 
form  which  is  submitted  to  the  fiscal  intermediary  for  reimburse- 
ment, you  can  see  the  tremendous  volume  of  paperwork  which  is  being 
generated,  merely  to  account  for  the  separate  deductibles. 

This  problem  becomes  completely  incredible  when  it  is  realized  that, 
at  least  in  the  case  of  the  free  clinics,  most  of  the  deductibles  will  be 
paid  for  by  State  welfare  departments,  many  of  which  are  quali- 
fied under  title  19  of  the  act.  In  these  instances,  the  only  purpose  of 
this  tremendous  volume  of  paperwork  is  to  determine  the  allocation  of 
the  charges  between  title  18  and  title  19. 

Certainly  one  thing  that  could  be  done  legislatively  to  help  solve  this 
emerging  administrative  problem  is  to  eliminate  the  distinction  be- 
tween a  diagnostic  series  presently  covered  under  part  A  and  the 
therapeutic  services  includable  under  part  B. 

In  addition,  considerable  savings  could  accrue  to  both  hospitals  and 
the  Government  if  services  rendered  to  the  medically  indigent  in  or- 
ganized clinics  could  be  billed  on  a  mass  basis,  consisting  of  monthly 
listings  containing  such  minimum  information  as  patient  name  and 
social  security  number. 

Financial  settlements  could  be  made  on  an  average  cost-per-visit 
basis  and  annual  cost  reports  filed  in  a  similar  manner  to  that  con- 
templated by  present  regulations.  This  savings  could  only  be  realized 
if  the  distinction  between  part  A  outpatient  diagnostic  studies  and  part 
B  therapeutic  and  professional  services  were  eliminated. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  of  presenting  this 
testimony. 

Mr.  Ullman.  Thank  you,  Mr.  Mueller.    Now  your  next  witness. 


714 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


STATEMENT  OF  MARK  BERKE,  AMERICAN  HOSPITAL  ASSOCIATION 

Mr.  Berke.  Mr.  Chairman,  I  am  Mark  Berke,  and  I  am  director  of 
Mount  Zion  Hospital  &  Medical  Center,  San  Francisco,  Calif.  I  ap- 
pear here  today  in  behalf  of  the  American  Hospital  Association  as  a 
member  of  the  board  of  trustees  of  the  association. 

Although  I  will  be  repeating  some  aspects  of  the  material  already 
presented  to  you  this  morning,  I  would  like  to  stress -certain  problems 
from  the  point  of  view  of  a  hospital  administrator. 

I  must  remind  you,  however,  that  a  full  evaluation  of  the  impact 
of  the  reimbursement  formula  provided  under  title  18  cannot  be  made 
at  this  time  because  there  has  been  inadequate  experience  with  hospi- 
tals reflecting  fully  audited  year-end  fiscal  reports  with  subsequent 
retroactive  adjustments. 

However,  there  exists  a  just-completed  study  performed  in  Cali- 
fornia by  Arthur  Young  &  Co.,  a  distinguished  accounting  firm,  which 
I  believe  responsibly  estimates  the  effect  of  the  present  reimburse- 
ment formula  on  hospital  revenues  by  imposing  it,  the  reimbursement 
formula,  upon  the  actual  financial  reports  for  the  latest  complete  fiscal 
years  of  the  hospitals  encompassed  by  the  study — a  statistical  cross 
section  of  California's  general,  acute,  short-term  hospitals  by  both 
type  and  size. 

I  suggest  that  the  statistical  survey  by  Arthur  Young  &  Co.,  based 
as  it  is  on  actual  experience,  provides  the  best  possible  indicator  at  this 
time  of  the  effects  of  the  reimbursement  formula  on  hospitals.  This 
study  estimates  that  74  percent  of  the  hospitals'  studies  will  receive 
reduced  revenues  under  medicare's  present  reimbursement  formula. 

If  I  may  paraphrase,  to  conserve  time,  the  study  concludes  that  the 
formula  does  not  meet  its  stated  objectives,  and  will  not  provide  suffi- 
cient return  to  allow  hospitals  to  maintain  a  healthy  financial  position. 

In  the  case  of  my  own  institution,  for  example,  Mount  Zion  Hos- 
pital and  Medical  Center  in  San  Francisco,  most  of  the  patients  aged  65 
and  over  were  formerly  private  patients  who  either  paid  our  regular 
rates  themselves,  or  their  bills  were  paid  by  Blue  Cross  or  a  private 
insurance  carrier. 

We  anticipate  now,  under  medicare,  that  our  income  from  these 
patients  will  be  reduced  by  8  percent,  and  we  have  set  up  a  reserve 
accordingly,  which  for  the  year  1967  is  estimated  to  be  $400,000 ;  how- 
ever, because  we  are  not  certain  of  the  total  impact  on  our  income,  our 
board  of  trustees  deemed  it  prudent  to  add  a  further  reserve  of  4 
percent,  or  $200,000,  for  a  total  reserve  of  $600,000  for  1967.  It  will  be 
many  months  before  we  know  whether  these  reserves  are  adequate  or 
inadequate. 

My  position  as  president  of  the  California  Hospital  Association  last 
year  gave  me  the  opportunity  to  hear  numerous  firsthand  reports  of  a 
similar  nature  from  hospital  administrators  from  my  own  and  other 
States.  This  is  further  augmented  by  my  work  for  the  last  6  months 
as  a  member  of  the  Facilities  Panel  of  the  President's  Commission  on 
Health  Manpower,  during  the  course  of  which  I  have  been  in  a  posi- 
tion to  learn  of  economic  problems  of  hospitals  on  a  nationwide  basis. 

I  might  add  here  that  the  Young  study  shows,  and  I  quote : 

Based  on  services  historically  provided  to  medicare-age  patients,  the  net 
income  of  the  adversely  affected  hospitals  will  be  reduced  by  18  percent. 
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The  administrative  procedural  problems  created  by  medicare  can  be 
grouped  into  two  classifications : 

(1)  Short-range  problems,  created  by  a  new,  large,  and  com- 
plex program.  It  is  oifr  hope  and  our  expectation  that  these 
problems  can  be  solved  expeditiously  and  thoroughly,  in  the  in- 
terests of  the  public  for  whom  the  program  was  created.  These 
were  discussed  in  some  detail  by  Mr.  Cartmill ;  I  won't  go  into  them 
any  further. 

(2)  Long-range  problems,  actual  and  potential,  which  have 
developed  or  which  will  develop  because  of  procedural  or  financial 
situations  created  by  both  the  legislation  and  the  regulations 
which  implement  the  legislation. 

These  are  such  matters  as  inadequacy  for  reimbursement  of  depre- 
ciation, problems  with  insufficient  cast  flow  which  I  will  now  discuss. 

INADEQUACY  OF  REIMBURSEMENT  FOR  DEPRECIATION 

You  have  already  heard  much  cogent  comment  on  this,  but  permit 
me  to  make  a  few  further  observations  on  this  subject. 

Hospitals  that  finance  the  major  portion  of  their  plant  and  equip- 
ment through  mortgages  or  bonds  have  made  it  quite  clear  that  they 
are  recovering  insufficient  funds  to  meet  their  financial  needs  through 
principles  1-1  or  1-11  of  HEW's  principles  of  reimbursement  for 
provider  costs. 

This  committee  does  not  need  to  be  reminded  by  me  of  the  rapid 
obsolescence  of  equipment  and  of  the  greatly  increased  sophistication 
and  consequently  increased  cost  of  replacements,  in  an  era  when 
technological  and  scientific  advances  come  upon  us  with  geometrically 
growing  speed ;  nor  does  it  need  to  be  reminded  of  the  increased  costs 
of  construction,  as  well  as  the  much  more  expensive  buildings  that 
must  replace  today's  obsolete  structures. 

The  Committee  must  be  aware  that  today's  level  of  care  is  not  the 
ultimate,  but  rather  than  the  level  of  care  will  continue  to  advance 
each  year,  as  will  the  cost  of  the  buildings  and  equipment  which  will 
be  needed  to  house  and  support  the  care  rendered  to  the  public. 

To  provide  depreciation  on  a  historical  basis  rather  than  at  replace- 
ment cost  is  cause  for  real  alarm  to  all  of  us  in  the  hospital  field,  and 
it  seems  to  me  that  such  a  policy  will  inevitably  affect  deleteriously  the 
ability  of  the  hospital  to  bring  to  its  physicians  and  to  the  public  the 
up-to-date  knowledge  and  techniques  that  advanced  research  is  making 
possible.  Rather  than  bring  about  the  better  care  that  such  pro- 
grams as  the  Federal  heart,  cancer,  and  stroke  program  were  in- 
tended to  do,  failure  to  reimburse  adequately  for  depreciation  will 
lend  to  a  deterioration  in  the  quality  of  care  because  of  the  hos- 
pital's inability  to  finance  the  necessary  and  costly  equipment  and 
construction. 

The  proposal  that  depreciation  be  funded  and  used  only  as  approved 
by  a  local  or  regional  planning  body  is,  I  believe,  sound  on  both  a 
theoretical  and  a  social  basis  as  far  as  expansion  is  converned,  al- 
though I  do  not  agree  with  it  when  it  faces  replacements. 

However,  it  must  be  borne  in  mind  that  many  hospitals  in  the 
United  States,  I  believe  a  study  would  show  that  this  is  true  of  the 
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majority  of  them,  use  depreciation  to  cover  operating  expenses,  be- 
cause of  a  lack  of  working  capital. 

In  our  own  case,  for  example,  we  did  not  reflect  depreciation  at  our 
financial  statements  for  many  years,  because  it  would  have  meant 
a  bookkeeping  increase  to  an  already  large  deficit.  Roughly  10  years 
ago,  we  saw  an  improvement  in  our  operations,  and  about  5  years  ago 
we  began  to  show  depreciation  as  an  expense. 

In  1966,  we  reflected  $397,330  as  depreciation  expense,  but  our  cash 
position  allowed  us  to  fund  only  $120,000  and  that  was  done  with  great 
difficulty. 

If  we,  and  other  hospitals,  are  now  to  be  required  to  fund  the  whole 
of  the  depreciation  allowance,  it  will  compound  our  cash  problems, 
and  thus  make  it  all  the  more  imperative  that  the  reimbursement 
formula  permit  the  generation  of  an  adequate  supply  of  working 
capital. 

CASH  FLOW 

Another  major  source  of  complaint  and  unrest  in  the  hospital  field 
is  the  inadequate  cash  flow  that  most  hospitals  are  experiencing. 

There  are  a  number  of  reasons  for  this,  not  the  least  of  which  is 
the  difficult  and  complex  administrative  detail  involved  in  the  billing 
mechanisms  established  among  hospitals,  the  fiscal  intermediaries  and 
the  Social  Security  Administration. 

Hospitals  are  making  every  effort  to  submit  patients'  bills  promptly ; 
but  the  slowness  of  payment  hampers  us,  regardless  of  where  the  fault 
lies.   The  resultant  increase  in  accounts  receivable  has  been  great. 

In  our  own  case,  for  example,  at  Mount  Zion  Hospital,  our  accounts 
receivable  on  December  31,  1965,  was  $834,338  whereas  on  December 
31,  1966,  it  was  $1,567,119.  Part  of  this  remarkable  increase  was  due 
to  an  increase  in  our  bed  complement,  but  we  estimate  the  increase  due 
to  medicare  patients  was  $300,000. 

Perhaps  a  more  reliable  comparison  is  the  number  of  working  days 
revenue  outstanding,  represented  by  accounts  receivable.  On  Decem- 
ber 31, 1965,  it  was  41  days  outstanding,  whereas  on  December  31, 1966, 
it  was  50  days  for  an  increase  of  22  percent. 

Other  hospitals  have  had  similar  experiences.  California  Hospital 
in  Los  Angeles  informed  me  that  it  has  had  an  increase  in  accounts  re- 
ceivable from  $827,982  or  45  days  revenue,  on  December  31,  1965,  to 
$1,255,642  or  55  days  revenue  on  December  31,  1966,  with  no  increase 
in  bed  complement. 

Saint  Luke's  Hospital  in  San  Francisco  reported  an  increase  from 
$460,369  or  28.6  days  of  revenue  to  $762,032  or  47.5  days  of  revenue 
for  the  same  period  with  no  increase  in  bed  complement. 

We  recognize  that  the  advance  payment  is  intended  to  provide 
working  capital  for  the  increase  in  accounts  receivable,  but  this  is 
only  of  temporary  help,  since  the  advance  must  be  repaid  within  a 
month  or  two. 

Another  major  factor  that  adds  to  our  financial  burdens  is  the  higher 
cost  of  operations  due  to  labor  increases,  to  increased  costs  for  ma- 
terials and  supplies,  and  to  the  effects  of  the  regular  inflationary  spiral. 

These  wage  patterns  are  reflected  in  national  cost  analyses  and 
predictions.  Hospitals  are  particularly  vulnerable  to  the  impact  of 
changes  in  salaries  and  wages.     Salary  cost  accounts  for  60  to  65  per- 
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cent  of  hospital  expense.  During  1966  hospitals  were  subjected  to  the 
first  major  break  in  the  pattern  of  wage  escalation  since  1946.  During 
the  past  year  salaries  for  nurses  in  many  parts  of  the  country  have 
risen  15  to  20  percent. 

Data  on  nursing  service  salaries  from  a  random  selection  of  38 
hospitals  across  the  country  shows  the  following  increases :  In  12  hos- 
pitals from  20  to  30  percent;  in  11  hospitals  from  10  to  20  percent  and 
in  15  hospitals  under  10  percent  from  November  1965  to  November  1966. 

The  above  data  was  obtained  from  hospitals  participating  in  the 
hospital  administrative  services  program  of  the  American  Hospital 
Association.  The  monthly  reports  prepared  for  the  participating 
hospitals  provide  operational  statistics  for  the  administrator  &nd  in- 
clude comparative  data  for  current  and  preceding  months  plus  data  for 
hospitals  of  similar  size  in  his  state  as  well  as  nationally.  As  yet  the 
hospital  administrative  services  reports  do  not  reflect  all  of  the  adjust- 
ments made  because  of  the  minimum  wage  requirements  that  became 
effective  February  1, 1967. 

Indicative  of  the  administrative  detail  required  of  medical  records 
departments  under  Medicare — there  is  just  one  example,  Mr.  Chair- 
man— is  the  following  information  abstracted  from  H.A.S.  report. 
The  medical  records  direct  cost  per  100  beds,  that  until  J une  1966  in- 
dicated seasonal  variation  and  normal  salary  increases,  showed  a  sharp 
increase  of  8  percent  from  J  une  through  November  1966  as  compared  to 
the  costs  in  1965. 

Another  source  of  data  available  to  the  American  Hospital  Asso- 
ciation is  that  compiled  from  a  statistical  sample  of  over  600  hospitals 
on  a  monthly  basis.  These  trend  reports  called  hospital  indicators 
are  published  monthly  in  Hospitals,  journal  of  the  American  Hospital 
Association. 

For  the  period  September  30, 1965  to  September  30, 1966  the  follow- 
ing statistical  data  were  obtained  from  hospital  indicators  reports : 


Yearend, 
Sept.  30, 1965 

Yearend, 
Sept. 30, 1966 

Average  salary,  all  personnel  (per  annum)    

$4,072.00 

$4,382.00 

Salary  expense  per  patient-day   

27.44 

29.88 

Other  expense  per  patient-day  

17.04 

18. 95 

Total  expense  per  patient-day  

44.48 

48.83 

Thus  between  September  30,  1965  and  September  30,  1966  the  total 
expense  per  patient  day  increased  9.8  percent. 

Using  hospital  indicators  information  plus  supplemental  cost 
studies  on  nurse  salary  increases,  the  following  cost  increases  are  an- 
ticipated between  September  30,  1966  and  September  30,  1967 : 


Yearend, 
Sept.  30, 1966 

Yearend, 
Sept. 30, 1967 

Average  salary,  all  personnel  (per  annum)  

$4,382.00 

$5,140.00 

Salary  expense  per  patient-day  

29.88 
18. 95 

36.90 
21.03 

Other  expense  per  patient-day  

Total  expense  per  patient-day    

48.83 

57.93 
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Thus  we  anticipate  an  18.6  percent  increase  in  total  hospital  ex- 
pense per  patient  day  from  September  30,  1966  to  September  30,  1967 
or  from  September  30, 1965,  to  September  30, 1967,  an  increase  of  30.2 
percent  in  the  total  expense  per  patient  day. 

The  following  figures  from  hospital  indicators  have  just  been  com- 
piled for  the  month  of  December  1966 :  Total  expense  per  patient  day, 
$56.69 ;  salary  expense  per  patient  day,  $35.28 ;  and  other  expense  per 
patient  day,  $21.41.  When  the  above  cost  data  are  compared  with 
December  1965,  we  find  that  the  total  expense  per  patient  day  in- 
creased 14  percent,  salary  expense  per  patient  day  15  percent,  and 
other  expense  per  patient  day  12  percent. 

The  utilization  of  hospital  inpatient  facilities  under  medicare  are 
reflected  in  the  following  statistics  on  admissions  and  average  length 
of  stay.    Source :  Hospital  indicators. 


Percent  of 

Percent  of 

Average  length  of  stay  (days) 

admissions 

patient-days 

65  and  over 

65  and  over 

Under  65 

Over  65 

Overall 

July  

19.2 

28.2 

7.8 

11.2 

7.6 

August    

17.8 

28.6 

6.5 

12.0 

7.5 

September   .-   

18.9 

30.0 

6.8 

12.5 

7.9 

October...   

19.0 

30.0 

6.9 

12.6 

8.0 

November  

19.2 

30.2 

7.0 

12.7 

8.1 

December  

19.4 

32.0 

6.8 

13.3 

8.0 

In  California,  and  in  the  west  coast  generally,  nurses'  salaries  went 
up,  between  July  1966  and  April  1967,  approximately  36  percent;  and 
salaries  for  18  other  hospital  employee  classifications  increased  from 
10  to  30  percent. 

In  the  case  of  Mount  Zion  Hospital  and  Medical  Center,  this  means 
that  our  payroll  will  increase  $1,180,000  over  a  12-month  period,  and 
additional  increases  are  scheduled  by  union  negotiations  during  1967. 
In  the  case  of  Saint  Luke's  Hospital,  in  San  Francisco,  the  increased 
cost  is  $349,454,  and  at  California  Hospital  in  Los  Angeles,  it  is 
$600,000. 

One  of  the  results  of  the  obviously  deteriorating  cash  position  has 
been,  as  one  would  expect,  slowness  of  payment  to  our  vendors,  and  I 
have  personally  spent  hours  on  the  telephone  trying  to  explain  to 
businessmen  why  we  are  not  paying  our  bills  on  a  current  basis. 

I  am  under  no  illusion  that  we  are  not  paying  a  premium  for  this 
delay — it  is  obvious  that  the  hospital,  and  therefore  the  public,  must 
be  charged  extra  for  extended  credit. 

,  Despite  the  cash  advances,  which  I  have  already  explained  can  have 
only  a  temporary  effect,  many  hospitals  have  had  to  borrow  money 
for  operating  purposes.  For  example,  on  February  5,  1967,  Mount 
Zion  Hospital  and  Medical  Center  borrowed  $350,000  from  the  bank 
in  order  to  pay  its  bills. 

Our  board  of  directors  discussed  the  matter  for  many  months  be- 
fore this  step  was  taken,  because  we  did  not  know,  and  we  still  do  not 
know,  how  we  can  repay  the  principal,  in  view  of  the  fact  that  the  re- 
imbursement formula  does  not  allow  for  the  generation  of  working- 
capital. 
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,     ADMINISTRATIVE  PROBLEMS 

The  understandable  complexities  of  this  vast  program  have  created 
additional  administrative  burdens  for  all  hospitals  and  this,  of  course, 
was  to  be  expected.  Many  hospitals,  however,  have  been  forced  to 
increase  the  number  of  personnel,  particularly  in  the  business  offices, 
thus  adding  a  cost  item,  only  a  part  of  which  is  reimbursable  under 
the  formula. 

At  the  same  time,  the  costs  of  preparing  bills  for  out-patient  services 
are  frequently  greater  than  the  small  amounts  received  in  payment 
for  the  services  rendered. 

Equally  important  is  the  problem  of  the  hospital-based  specialists, 
which  I  will  not  dwell  on  now,  since  Dr.  Graham  will  cover  this  shortly. 
I  urge  you,  however  to  give  serious  consideration  to  his  observations 
and  comments,  because  administrators  are  currently  spending  far  too 
much  of  their  time  on  this  sort  of  problem,  thus  channeling  their 
talents  away  from  the  making  of  positive  contributions  to  the  im- 
provement of  patient  care. 

Every  effort  must  be  made  to  solve  these  problems,  all  of  which  are 
secondary  to  the  provision  of  patient  care,  and  all  of  which  add  bur- 
dens to  the  already  critical  shortage  of  manpower  available  to  accom- 
plish complex  activities  on  all  levels. 

METHOD  OF  PAYMENT 

It  is  difficult  to  argue  logically  and  in  businesslike  fashion  against 
a  system  that  is  intended  to  make  each  recipient  of  a  service  pay  the 
full  cost  of  that  service,  and  that  attempts  to  preclude  the  payment  by 
any  given  patient  of  costs  incurred  by  others.  Such  a  system  works 
only  when  applied  to  all  patients,  of  course,  and  this  has  important 
implications  for  the  pricing  of  services  and  the  recovery  of  costs. 

We  have  developed  an  excellent  voluntary  hospital  system  in  the 
United  States,  as  attested  to  by  all  objective  observers,  including 
many  foreign  visitors,  who  are  liberal  in  their  admiration  of  our  pro- 
grams. There  are  numerous  reasons  for  the  high  quality  and  stand- 
ards of  our  voluntary  hospitals,  and  one  of  them  is  the  flexibility  we 
have  possessed  in  the  development  of  new  programs,  such  as  the  dra- 
matic open  heart  surgery  advances  of  recent  years. 

While  costs  have  always  concerned  us,  they  have  not  deterred  us 
from  growth  and  development  because  we  have  been  able,  when  neces- 
sary, to  spread  the  cost  among  large  numbers  of  patients  rather  than 
charge  a  few  patients  the  extremely  high  costs  their  illnesses  dictate. 

An  example  of  this  is  the  intensive  care  unit,  a  service  adopted 
quickly  by  many  hospitals  since  its  effectiveness  was  first  demonstrated 
a  few  years  ago.  At  Mount  Zion  Hospital  and  Medical  Center,  we 
estimate  our  costs  per  day  in  the  intensive  care  unit  to  be  $115,  whereas 
our  charge  to  patients  is  $64.50.  California  Hospital  in  Los  Angeles, 
with  a  cost  of  $100,  has  a  charge  of  $65.  The  intensive  care  unit  is  a 
lif  esaving  service,  and  we  learned  early  that  if  we  attempted  to  recover 
the  full  cost  from  each  patient,  there  would  be  resistance  by  the  pa- 
tient to  the  use  of  the  facility  and  that  this  would  result  in  unneces- 
sary deaths,  or  in  unduly  long,  complicated  and  costly  hospitalizations. 

The  coronary  care  unit  is  a  similar  development.  At  California 
Hospital,  this  costs  $120  per  day,  whereas  the  charge  to  the  patient 
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is  $65,  for  the  same  reason.  When  Dr.  DeBakey's  heart  transplanta- 
tion becomes  a  routine  procedure,  it  will  obviously  be  extremely  costly. 

Shall  we  then  deny  it  to  all  but  the  very  wealthy,  as  we  will  have 
to  do  if  the  cost  of  the  procedure  is  borne  only  by  the  patient  receiving 
the  service?  It  seems  obvious  to  me  that  if  this  direction  continues, 
hospitals  will  be  loath  to  introduce  new  programs,  no  matter  how 
lif  esaving  they  may  be,  in  view  of  the  inability  of  the  individual  receiv- 
ing the  service  to  pay  for  it,  and  with  no  opportunity  to  apply  the 
insurance  principle  of  spreading  the  risk,  and  the  cost,  over  many. 

It  may  be  argued  that  such  advanced  procedures  as  heart  surgery 
and  organ  transplant  affect  only  the  few.  There  are  other,  more 
common,  examples  bearing  vital  sociological  implications.  The  pres- 
ent system  of  reimbursement  places  an  additional  financial  burden  on 
the  millions  of  young  parents  just  getting  their  start  as  independent 
citizens  of  our  great  Nation.  I  refer,  of  course,  to  maternity  and 
pediatric  care.  Accurate  figures  are  hard  to  come  by  because,  as  I 
indicated  earlier,  most  hospitals  spread  such  costs  among  a  large 
number  of  patients. 

However,  since  the  early  1930's,  county  hospitals  in  California  have 
been  required  by  law  to  maintain  an  accurate  charge  structure  related 
to  their  costs.  I  have  information  from  Gordon  Gumming,  adminis- 
trator of  Sacramento  County  Hospital,  that  his  institution  is  con- 
templating new  charges  in  the  maternity  department  that  will  total 
$441.84  for  a  4-day  stay  for  mother  and  baby.  A  comparable  figure 
at  Mount  Zion  would  be  $357. 

The  difference  is  attributable  to  the  fact  that  we  do  not  charge  at 
our  full  costs  for  all  services  for  our  maternity  patients.  This  differ- 
ence, of  course,  must  be  made  up  by  other  patients.  The  difference 
could  be  even  greater. 

At  Sacramento  County,  for  example,  they  charge  a  flat  $60  for  the 
use  of  the  delivery  room.  Many  other  hospitals  charge  by  the  hour 
for  the  delivery  room. 

An  example  of  what  an  hour-charge  could  do  can  be  seen  at  Alex- 
andria Hospital  in  Alexandria,  Va.  As  reported  in  U.S.  News  & 
World  Eeport  on  January  23,  1967,  pages  63-64,  the  charge  for  use 
of  a  delivery  room  is  $43  an  hour.  However,  on  the  basis  of  actual 
accounting,  the  cost  of  the  delivery  room  is  $125  per  hour. 

I  think  it  behooves  us  to  consider  what  we  are  doing  to  our  total 
system  of  medical  care  and  not  simply  to  the  cost  of  the  medicare 
program.  Before  we  force  changes  on  a  system  that  has  been  proven 
by  its  results,  we  should  be  sure  that  the  changes  will  both  produce 
a  better  system  than  before  and  be  worth  the  cost  to  the  country. 

In  short,  gentlemen,  the  Congress  of  the  United  States  has  guaran- 
teed medical  care  to  a  large  segment  of  its  population,  and  has  asked 
the  medical  community  to  join  in  a  partnership  with  the  Government 
to  provide  the  care.   We  want  to  do  this. 

If  we  are  to  do  it  well,  and  if  we  are  to  continue  as  a  dynamic,  grow- 
ing source  of  medical  care  providing  leadership  not  only  to  this  coun- 
try, but  also  to  the  world,  we  ask  you  to  help  us  meet  these  administra- 
tive problems;  to  assure  us  an  adequate  amount  of  working  capital 
to  do  the  job  that  must  be  done;  and  to  think  through  with  us  the 
total  impact  of  Government  programs  on  the  health  system  of  the 
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United  States,  recognizing  that  our  requirements  for  the  rendering 
of  a  high  quality  of  patient  care  go  beyond  the  discipline  of  pure  and 
raw  accounting. 

Mr.  Ullman.  Thank  you,  Mr.  Berke. 

STATEMENT  OF  BR.  GEORGE  W.  GRAHAM,  AMERICAN  HOSPITAL 

ASSOCIATION 

Dr.  Graham.  Mr.  Chairman,  I  am  George  W.  Graham,  director  of 
Ellis  Hospital  in  Schenectady,  N.Y.,  and  a  member  of  the  board  of 
trustees  of  the  American  Hospital  Association.  My  testimony  will 
present  the  views  of  the  American  Hospital  Association  on  those 
portions  of  H.E.  5710  the  Social  Security  Amendments  of  1967,  per- 
taining to  coverage  of  hospital-based  physician  services  and  outpatient 
department  benefits. 

COVERAGE  OF  DIAGNOSTIC  SPECIALTY  SERVICES  FOR  INPATIENTS 

The  evolution  of  the  American  Hospital  has  resulted  in  a  close  tie 
between  the  institutions  and  certain  diagnostic  medical  specialists. 
Today  to  have  an  effective  hospital,  it  is  essential  to  feature  quality 
laboratory  and  radiology  services  and  these  necessitate  the  personal 
services  or  supervision  of  a  radiologist  and  a  pathologist. 

Although  these  specialists  are  full-fledged  physicians  with  formal 
residency  training  behind  them,  the  peculiar  nature  of  their  ministra- 
tions has  caused  them  to  be  treated  differently  than  most  practicing 
physicians. 

That  is,  unlike  other  members  of  the  medical  community  and  for 
most  of  their  professional  responsibility,  they  do  not  have  a  direct 
physician-patient  relationship.  Most  work  in  a  hospital  under  a  con- 
tractual arrangement.  Few  patients  ever  meet  the  radiologist  or 
pathologist  who  serve  them  in  the  hospital  and  thus  it  is  more  con- 
venient for  all  concerned  to  have  the  services  of  these  specialists  billed 
by  the  hospital  as  an  integral  part  of  hospital  services.  Hospitaliza- 
tion insurance  coverage  has  generally  recognized  the  in-hospital  activi- 
ties of  radiologists  and  pathologists  as  a  part  of  normal  hospital  serv- 
ices and  has  paid  accordingly. 

At  times  there  have  been  policy  differences  between  the  organized 
medical  specialists  and  the  hospital  field  and  at  other  times  there  has 
been  a  reasonable  level  of  agreement.  When  the  medicare  legislation 
was  being  considered  by  the  Congress,  a  request  was  made  on  behalf  of 
the  radiologists  and  pathologists  for  them  to  be  treated  under  the 
statute  in  the  same  way  as  any  other  medical  practitioner. 

The  legislative  acceptance  of  this  request  succeeded  in  splitting  off 
from  the  hospital  the  payment  for  services  of  hospital  based  radiol- 
ogists and  pathologists. 

Consequently,  the  established  billing  system  prevailing  in  the  ma- 
jority of  hospitals  could  not  be  utilized  for  medicare  patients.  While 
the  hospital  portion  of  the  radiology  and  pathology  service  to  medicare 
patients  is  now  billed  as  a  hospital  expense  under  part  A,  the  other 
segment,  compensation  of  the  specialist,  professional  component,  has 
to  come  only  from  part  B.  The  result  of  this  legislation  inflexibility 
has  been  intense  administrative  difficulty. 


722 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


For  example :  1.  A  medicare  patient  with  no  part  B  coverage  has  to 
pay  the  radiologist  and  pathologist  directly  and  in  full.  The  fact  that 
the  patient  may  never  have  met  this  practitioners  presents  many 
public  relations  problem  between  patients,  specialists  and  hospitals. 

2.  Even  where  the  specialist  is  a  salaried  employee  of  the  hospital, 
it  is  necessary  to  determine  how  much  he  is  paid  for  a  particular  serv- 
ice and  then  he,  or  his  collection  agent,  for  example,  the  hospital,  must 
file  for  compensation  under  part  B. 

3.  The  patient,  who  has  already  been  subject  to  a  $40  deductible 
upon  entering  the  hopsital,  must  also  face  application  of  the  $50 
annual  deductible  under  part  B  to  radiologists'  and  pathologists' 
services,  as  well  as  the  additional  20  perecnt  coinsurance;  the  net 
result  is  that  the  patient  pays  for  most  of  the  radiologists'  and  path- 
ologists' fees  for  inpatient  diagnostic  work  even  if  he  does  have  part 
B  coverage. 

4.  In  the  case  of  pathology  services,  and  to  a  lesser  extent  in 
radiology,  the  professional  component  of  some  procedures  is  small  and 
the  amount  of  benefits  covered  by  medicare  even  smaller;  in  many 
instances  the  cost  of  administration  of  the  claim  far  exceeds  the  pay- 
ment involved. 

5.  The  most  common  arrangement  between  hospital  and  medical 
specialists  has  been  a  percentage  contract,  where  the  hospital  bills  for 
the  entire  diagnostic  service  and  pays  the  specialist  an  agreed  per- 
centage of  the  charge  as  his  personal  compensation. 

Because  medicare  generally  requires  billings  for  the  specialists'  com- 
pensation for  each  procedure  performed,  many  specialists  have  con- 
sidered changing  their  contract  so  that  there  will  be  a  single 
arrangement  for  medicare  and  nonmedicare  patients  alike. 

The  result  is  to  add  to  the  administrative  cost,  if  not  to  the  special- 
ist's fees,  without  increasing  the  quantity  or  quality  of  services 
received  by  any  of  the  patients. 

6.  It  is  extremely  difficult  to  determine  the  specialist's  component 
for  each  procedure  in  which  he  has  some  involvement  and  desires  pay- 
ment under  medicare.  Reports  from  hospitals  and  intermediaries 
show  the  billing  for  these  separate  components  takes  twice  as  long  as 
for  the  customary  combined  billing  under  other  third  party  payment 
plans. 

Over  a  period  of  more  than  two  decades  the  American  Hospital 
Association  has  maintained  the  policy  that  it  is  the  right  and  respon- 
sibility of  hospitals  and  physicians  to  develop  on  the  basis  of  local 
conditions  and  needs,  terms  of  service  which  are  fair  and  equitable  and 
are  designed  to  provide  high-quality  care  to  patients.  The  Association 
continues  to  hold  to  the  position  that  good  patient  care  is  being  pro- 
vided in  hospitals  under  a  variety  of  agreements. 

The  freedom  of  the  specialist  to  exercise  his  medical  judgment  and 
to  obtain  an  adequate  remuneration  for  his  services  is  not  at  issue. 

We  continue  to  hope  that  the  medicare  statute  will  not  force  in- 
convenient and  expensive  arrangements  on  hospitals  and  medical 
specialists  as  long  as  the  parties  are  able  to  reach  agreements  satis- 
factory to  them  and  beneficial  to  the  patients. 

We  note  with  approval  the  proposed  amendments  in  H.E.  5710 
insofar  as  they  transfer  the  part  A  coverage  all  the  inpatient  diag- 
nostic X-ray  and  laboratory  sendees.  We  further  approve  the 
resulting  elimination  of  the  $50  deductible  and  the  20  percent  co- 
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insurance  applicable  to  inpatient  diagnostic  services  of  radiologists 
and  pathologists.  ' 

We  understand,  also,  that  a  specialist  engaged  on  a  salary  would 
not  have  to  execute  an  assignment  to  permit  the  hospital  to  bill  for 
his  services.  A  specialist  on  a  percentage  contract  could  do  his  own 
billing  for  his  inpatients  if  he  likes,  or  assigns  his  rights  to  the  hospital 
and  thus  make  it  possible  to  submit  a  single  bill  to  the  part  A  inter- 
mediary for  all  inpatient  hospital  services. 

This  flexibility  is  lacking  in  the  present  status.  Of  course  these 
proposals  eliminate  the  risk  of  nonpayment  which  hospital  based 
radiologists  and  pathologists  have  faced  until  now  because  of  the  $50 
deductible  and  20  percent  coinsurance,  applicable  even  to  inpatients, 
and  because  some  patients  may  not  have  part  B  coverage. 

The  American  Hospital  Association  would  like  to  see  therapeutic 
radiology  services  covered  on  an  inpatient  basis.  We  recognize  that  on 
rare  occasions  a'  hospital  admission  might  be  solely  for  therapy  which 
could  be  provided  less  expensively  on  an  outpatient  basis,  but  at  a 
greater  personal  cost  to  the  patient. 

We  would  trust  to  the  judgment  of  the  attending  physicians  to  pre- 
vent any  such  abuses.  There  is  much  merit  in  not  singling  out  one  in- 
hospital  function,  such  as  radiation  therapy,  for  exclusion  as  a  hos- 
pital benefit,  with  attendant  administrative  inconvenience. 

We  hope  that  the  administrative  burden  for  hospitals  may  truly  be 
lessened  so  that,  with  the  specialist's  cooperaiton,  the  hospital  based 
physician's  peronal  remuneration  need  not  be  separately  stated  when 
the  total  hospital  bill  is  submitted  to  the  Part  A  intermediary. 

If  necessary,  a  periodic  review  by  repersentatives  of  the  govern- 
ment, could  consider  whether  the  hospital's  payment  to  the  specialist 
represents  a  reasonable  charge.  In  this  way  the  part  A  trust  fund  can 
be  protected  against  unreasonable  demands. 

BENEFITS  FOR  HOSPITAL  OUTPATIENTS 

Social  Security  Commission,  Robert  M.  Ball,  told  an  American 
Hospital  Association  meeting  last  month : 

It  seems  to  me  that  as  result  of  our  experience  during  these  first  seven  months 
of  medicare,  we  can  all  agree  first  that — in  the  interests  of  the  patient  and  in  the 
interest  of  the  sanity  of  all  those  who  have  to  do  with  the  administration  of  the 
program — there  need  to  be  major  changes  in  the  legislative  provisions  governing 
outpatient  hospital  benefits  and  reimbursement  for  the  services  of  hospital-based 
specialists. 

Although  the  outpatient  diagnostic  benefit  would  have  been  difficult  enough  to 
administer  if  there  were  only  a  Part  A  program,  the  addition  of  the  Part  B 
voluntary  program  on  top  of  this  benefit  has  created  a  just-about-impossible 
situation. 

In  the  outpatient  department,  for  purposes  of  reimbursement,  distinctions 
must  be  made  between  physicians'  and  non-physicians'  services,  between  diagnos- 
tic  and  therapeutic  services,  and  between  services  that,  though  diagnostic,  do  not 
reach  $20  within  a  20  day  period  and  those  that  do. 

Hospitals  must  keep  track  of  small  charges  that  are  never  reimbursable  to 
them  but  are  reimbursable  to  patients  under  the  voluntary  part  of  the  pro- 
gram .  .  .  All  in  all  we  have  in  the  provisions  governing  this  benefit,  I  believe, 
most  of  the  aspects  of  the  program  that  lead  to  charges  that  medicare  is  a  snarl 
of  red  tape  or  a  bureaucratic  nightmare,  et  cetera. 

To  this  I  add  "Amen." 

The  existing  provisions  for  outpatient  services  in  hospitals  are  re- 
stricted to  diagnostic  activities.    They  are  divided  between  part  A  and 
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part  B  and  subject  to  two  dfferent  deductible  amounts  as  well  as  co- 
insurance limitations. 

Payments  toward  one  deductible  can  be  credited  toward  the  other. 
The  provisions  are  all  but  impossible  to  explain  to  the  beneficiaries, 
to  understand,  and  to  administer.  Nor  are  they  worth  the  administra- 
tive agonies  because  neither  hospital,  diagnostic  specialist,  nor  patient 
obtains  sufficient  payment  to  compensate  for  the  troubles  encountered. 

The  patient  who  desires  outpatient  diagnostic  service  in  the  hos- 
pital, in  our  illustrative  example,  receives  total  services  amounting  to, 
let  us  say,  $60.  Immediately,  it  is  necessary  to  split  the  charges  into 
two  components,  the  hospital's  reasonable  cost  and  the  physician 
specialist's  reasonable  charge. 

Assuming  the  cost  accountants  can  accomplish  this  task,  perhaps 
this  hypothetical  patient  has  received  $35  worth  of  hospital  services 
and  $25  of  medical  care.  The  $35  cost  is  charged  to  the  part  A  inter- 
mediary, but  not  all  of  it  for  the  patient  must  pay  the  first  $20,  or  some 
other  government  agency  must  do  so  or  else  the  hospital  incurs  a  bad 
debt. 

The  same  is  true  for  the  20-percent  coinsurance  applicable  to  the  $15 
balance,  or  $3. 

The  $25  medical  fee  is  transmitted  to  the  part  B  carrier,  even  if  the 
doctor  is  a  salaried  or  contractual  member  of  the  hospital  staff.  If  the 
patient  does  not  have  part  B  coverage,  the  doctor  receives  no  payment 
unless  he  can  obtain  it  from  the  patient  or  from  a  welfare  agency. 

Should  the  patient  be  covered  under  part  B,  he  must  have  satisfied 
the  annual  $50  deductible  amount  before  his  outpatient  diagnostic 
physician's  services  will  be  paid  for,  and  even  then  he  must  pay  20  per- 
cent of  the  bill,  in  our  example,  $5,  as  coinsurance. 

If  this  is  clear  so  far,  we  must  take  into  account  a  few  more  details. 
Should  the  patient  have  failed  to  meet  his  $50  deductible  under  part 
B,  he  may  apply  the  $20  outpatient  deductible  under  part  A  towards 
the  $50  deductible  under  part  B.  But  if  he  enters  the  hospital  within 
20  days  of  receiving  the  outpatient  diagnostic  services,  the  $20  hospi- 
tal outpatient  deductible  may  be  applied  against  the  $40  inpatient 
deductible. 

The  mind  reels  at  this  onslaught  of  rules,  statistics,  and  interrela- 
tionships. It  is  no  wonder  that  few  hospitals,  physicians,  and  patients 
have  fathomed  the  maze  sufficiently  to  receive  payment.  More  fre- 
quently than  not  the  administrative  costs  to  the  hospital,  physician, 
intermediary  and  carrier,  have  exceeded  the  payment.  The  patient  in 
our  example  received  $60  worth  of  services  for  which  there  was  medi- 
care reimbursement  for  at  most  $32,  and  only  $12  if  he  had  not  yet  met 
the  $50  annual  part  B  deductible  in  full,  and  there  were  at  least  two 
sources  of  payment. 

Some  hospitals,  I  have  heard,  are  delaying  billings  for  outpatient 
diagnostic  services.  In  my  particular  hospital  we  are  not,  but  I 
would  like  to  read  a  note  sent  to  my  controller  in  answer  to  an  inquiry 
concerning  delayed  billings : 

Small  balances  billed,  the  additional  paper  work  required  to  bill  the  inter- 
mediary, to  record  small  partial  payments,  to  bill  patients  minor  amounts  due 
from  them  after  medicare  has  run  its  course,  are  more  expensive  to  process  than 
was  the  cost  of  making  the  examination.  There  are  many  18  cents  and  20  cents 
transactions  which  cost  us  more  in  computer  costs  alone  than  the  payment  made. 

Even  when  billed,  patients  tend  to  ignore  minor  balances  of  this  sort  because 
they,  too,  have  to  spend  more  to  pay  them  than  it  is  worth. 
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A  serious  handicap  is  the  20  day  delay  in  billing  outpatient  services  in  order 
to  pick  up  diagnostic  series.  Accounts  set  up  as  the  services  are  rendered  must 
be  consolidated  in  billing.  After  the  payment  formula  has  been  applied,  a  check 
is  received  for  a  group  of  accounts  and  there  is  no  way  of  readily  determining 
how  much  of  each  account  receivable  is  being  liquidated.  If  none  of  the  charges 
are  set  up  on  the  books  in  order  to  develop  one  consolidated  account,  the  hospital 
is  forced  to  forego  booking  its  revenue  until  three  weeks  after  rendering  the  serv- 
ice. This  is  not  good  accounting  and  it  creates  serious  problems  of  trying  to 
coordinate  medical  statistics  and  charts  with  charges  incurred. 

In  general,  our  costs  of  handling  paper  work  have  significantly  increased  the 
cost  of  patient  care.  Time  required  to  do  this  has  increased  the  cost  of  financing 
patient  care  by  doubling  our  investment  in  accounts  receivable.  It  seems  that 
strenuous  effort  should  be  made  to  eliminate  the  duplicate  handling  by  the  Part 
A  intermediary  and  the  Part  B  carrier. 

I  refrain  from  swelling  the  record  of  these  hearings  with  sample 
forms  I  have  with  me  showing  the  many  instances  of  payments  to 
hospital  or  specialist  of  less  than  a  dollar  and  coinsurance  due  from  the 
patient  of  a  few  cents.  One  patient  sent  us  his  coinsurance  obligation 
for  laboratory  work — 16  pennies,  scotchtaped  to  a  piece  of  cardboard. 

Surely  remedial  action  is  essential. 

The  proposed  amendments  represent  a  step  in  the  right  direction. 

Unfortunately  they  alleviate  only  part  of  the  difficulties.  What 
remains  is  still  a  more  complicated  program  and  administrative  bur- 
den than  can  be  justified.  The  commendable  changes  which  we  ap- 
prove would — 

Eliminate  the  $20  deductible  for  hospital  outpatient  services  as 
well  as  the  applicable  20-day  period  of  limitation. 

Cover  a  broad  range  of  outpatient  hospital  services  in  addition 
to  existing  diagnostic  benefits. 

Permit  billing  for  outpatient  services  via  a  single  bill,  including 
the  reasonable  charges  of  the  radiologist  or  pathologist,  if  the 
physician-specialist  is  agreeable. 
Less  desirable  are  these  proposed  changes  which  we  do  not  support : 
Barring  any  outpatient  coverage  to  those  older  patients  who, 
for  Whatever  reasons,  do  not  have  part  B  protection. 

Retaining  the  high  deductible  and  coinsurance  requirements 
for  outpatient  physician  services  and  imposing  them  on  hospital 
outpatient  services,  as  well. 
Thus,  the  simplification  accomplished  by  the  proposed  amendments, 
primarily  to  place  all  outpatient  benefits  under  part  B  coverage,  does 
not  significantly  reduce  the  high  cost  to  the  patient,  or  the  inexplicable 
complexity  of  the  program.    It  would  continue  to  delay  the  final  reim- 
bursement of  hospitals  under  part  A  because  it  takes  so  long  for  the 
hospital  to  know  what  its  bad  debt  situation  might  be  due  to  possible 
imposition  of  deductible  and  coinsurance,  as  well  as  competition,  in 
some  cases,  with  a  physician  for  the  patient's  dollars  to  pay  for  de- 
ductible and  coinsurance  charges. 

This  Association  recognizes  the  financial  considerations  which  neces- 
sitate some  deterrence  in  the  area  of  outpatient  coverage.  We  believe, 
though,  a  sufficient  deterrent  to  unnecessary  use  of  outpatient  benefits 
may  be  accomplished  by  a  single  coinsurance  requirement  and  without 
a  deductible  at  all. 

In  this  vein  we  seriously  suggest  that  the  new  part  C,  as  it  applies 
to  outpatient  services,  create  different  terms  of  eligibility  and  payment 
than  prevail  for  either  part  A  or  part  B. 
We  propose : 
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1.  All  persons  eligible  for  part  A  benefits  be  covered  under  part  C 
irrespective  of  their  purchase  of  the  voluntary  medical  benefits  under 
part  B.  This  would  provide  comprehensive  outpatient  diagnostic  and 
treatment  benefits  for  perhaps  one-fifth  of  all  persons  over  65  years  of 
age  who  do  not  have  part  B  coverage  and  are  probably  the  most  medi- 
cally needy  among  the  aged. 

2.  In  lieu  of  a  high  deductible  of  either  $50  per  year  or  $20  per  diag- 
nostic study,  there  would  be  only  coinsurance,  but  no  deductible.  The 
level  of  coinsurance  could  be  altered  from  time  to  time,  as  actuarial 
studies  indicate,  so  as  to  keep  the  total  cost  of  outpatient  services 
within  the  financial  limitations  of  the  trust  fund.  The  coinsurance 
would  deter  casual  use  of  the  benefits  but  would  not  dissuade  persons 
from  seeking  medically  necessary  care. 

3.  With  the  cooperation  of  physicians  serving  in  the  hospital  out- 
patient department,  their  reasonable  charges  would  be  submitted  to  the 
fiscal  intermediary  as  part  of  a  single  bill  from  the  hospital.  The 
physicians  and  the  hospital  would  work  out  arrangements  for  dividing 
the  payment  received  from  the  intermediary  and  for  collecting  the  co- 
insurance amount  from  the  patient  or  responsible  third  party. 

4.  If  the  outpatient  department  physician  prefers  to  do  his  own 
billing,  the  intermediary  would  compensate  him  at  the  appropriate 
percentage  of  his  reasonable  charge  and  he  would  obtain  the  balance ; 
namely,  the  coinsurance  amount,  from  the  patient  or  responsible  third 
party.  The  hospital,  of  course,  would  also  obtain  reimbursement  from 
the  intermediary  for  its  reasonable  costs  of  rendering  care  to  the  out- 
patient, less  the  applicable  coinsurance  amount. 

5.  To  the  patient  receiving  outpatient  services  it  would  make  no 
difference  whether  the  services  he  receives  are  all  medical,  all  hospital, 
or  a  combination  of  both.  There  would  be  a  single  coinsurance  per- 
centage applicable  to  all  such  services.  He  would  know  immediately 
just  how  much  medicare  would  pay  and  what  balance  would  be  due 
from  the  patient's  pocket,  his  private  health  insurance,  or  possibly 
from  a  welfare  agency. 

6.  None  of  the  parties  involved  would  need  to  be  concerned  with 
whether  the  patient  had  met  an  annual  deductible  as  yet,  nor  would 

•.  there  be  need  for  any  crediting  of  payments  from  one  part  to  another. 
'.  Each  transaction  would  stand  alone. 

Our  proposal  for  a  meaningful  part  C  benefit  program  has  the  ad- 
vantage, we  submit,  of  administrative  simplicity;  it  is  potentially 
understandable  by  the  patients;  and  it  need  not  necessarily  increase 
costs  to  the  applicable  trust  fund. 

I  sincerely  hope  these  remarks  will  prove  helpful  to  the  committee. 
Mr.  Ullman.  Thank  you,  Dr.  Graham,  for  your  statement  and  your 
fine  recommendations.  Dr.  Crosby. 

STATEMENT  OF  DR.  EDWIN  L.  CROSBY,  EXECUTIVE  VICE  PRESI- 
DENT, AMERICAN  HOSPITAL  ASSOCIATION 

Dr.  Crosby.  Mr.  Chairman,  I  am  Edwin  L.  Crosby,  the  executive  vice 
president  and  director  of  the  American  Hospital  Association.  I,  too, 
appear  in  behalf  of  the  association. 

In  order  to  be  as  helpful  to  the  committee  as  possible  in  its  delibera- 
tions, we  asked  a  number  of  persons  to  appear  here  today  to  present 
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testimony  and  to  participate  in  the  overall  discussions  of  medicare  and 
its  impact  on  the  hospitals  of  the  Nation.  As  you  are  aware,  the  group 
included  a  number  of  individuals  who  are  in  no  way  salaried  employees 
of  hospitals  but  are  deeply  involved  and  thoroughly  informed  on  hos- 
pital operations.  We  felt  the  independent  nature  of  their  testimony 
would  be  of  special  value. 

Also  in  the  group  from  which  you  have  heard  is  a  number  of  highly 
respected  and  widely  recognized  professional  hospital  administrators 
from  various  geographic  sections  of  the  country.  We  sincerely  hope 
that  the  total  impression  of  the  testimony  presented  reveals  our  deep 
dedication  to  the  successful  implementation  of  the  medicare  law  and  a 
common  desire  to  make  any  corrections  which  are  deemed  to  be 
necessary  to  that  end. 

The  American  Hospital  Association  has  devoted  an  enormous  amount 
of  time,  energy,  and  substantial  financing  to  keep  hospitals  fully  in- 
formed and  to  work  continually  with  the  Federal  administrators  of 
the  medicare  program  and  the  administrative  intermediaries  working 
in  the  program,  and  I  would  repeat  the  statement  made  by  our  presi- 
dent, Mr.  Cartmill,  at  the  start  of  these  discussions,  that  none  of  us  is 
here  to  condemn  medicare  or  belittle  its  accomplishments  but  rather  we 
are  here  to  present  and  discuss  ways  and  means  for  strengthening  the 
program  and  insuring  its  full  usefulness  to  the  country. 

I  should  like  also  to  express  the  appreciation  of  hospitals  for  the  role 
assigned  the  administrative  intermediaries.  We  believe  that  the  wis- 
dom of  the  Congress  in  making  possible  such  a  relationship  has  been 
amply  demonstrated.  I  very  much  doubt  that  medicare  would  have 
developed  as  smoothly  and  effectively  as  it  has  without  the  work  of  Blue 
Cross  and  the  other  intermediaries. 

Within  the  various  presentations  made  in  behalf  of  the  association, 
there  is  a  variety  of  recommendations.  Following  are  the  specific  de- 
tails of  recommendations  we  wiph  to  make  in  respect  to  H.R.  5710  and 
in  respect  to  titles  18  and  19  Public  Law  89-97. 

NONCOVERED  INDIVIDUALS 

Some  means  should  be  found  for  providing  protection  to  those  in- 
dividuals who  reach  age  65  after  January  1,  1968,  and  who  are  not 
protected  under  either  railroad  retirement  or  the  social  security 
program. 

HOME  CARE  PROGRAM 

The  programs  offered  under  part  A  and  Dart  B  should  be  brought 
into  conformity  as  to  eligibility  and  benefits. 

CERTIFICATION 

We  support  the  amendment  removing  the  requirement  of  the  phy- 
sician's signature  certifying  need  for  care  at  the  time  of  admission. 

LEGAL  RESPONSIBILITY 

It  would  be  well  for  the  Federal  Government  to  express  an  opinion 
as  to  any  legal  liability  a  physician  may  incur  because  of  his  partici- 
pation in  the  utilization  review  process. 
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TITLE  19 

The  provision  as  to  the  payment  of  reasonable  cost  for  hospital 
care  should  be  extended  to  make  sure  that  care  in  extended  care 
facilities  and  skilled  nursing  homes  will  also  be  paid  for  on  the  basis 
of  reasonable  cost. 

INCLUSION  OF  FEDERAL  FACILITIES  - 

We  urge  that  the  amendment  to  provide  payment  for  care  in  Federal 
facilities  be  rejected  and  that  payment  for  care  in  such  facilities  be 
restricted  as  it  is  at  present  to  emergency  conditions. 

REIMBURSEMENT 

There  was  considerable  discussion  on  reimbursement  and  the  prob- 
lems we  are  facing  now  by  Mr.  Miller  of  Arthur  Andersen  and  his 
cohorts  from  the  other  certified  public  accounting  firms.  I  should 
like  to  say  that  we  are  making  several  studies  in  this  area.  Some  of 
these' have  been  alluded  to  in  the  presentation,  and  we  would  like  to 
file  with  you  at  a  later  date  these  studies  which  are  being  made  by  the 
American  Hospital  Association. 

The  Chairman.  We  will  be  glad  to  receive  them,  Dr.  Crosby,  for 
the  record,  without  objection.    ( See  p.  751.) 

Dr.  Crosby.  We  urge  that  nonprofit  hospitals  be  reimbursed  on  a 
basis  which  will  insure  them  a  healthy  growth  and  development. 
This  will  require  a  change  in  the  present  bare  subsistence  basis  of 
reimbursement.  Specifically  the  reimbursement  should  be  corrected 
so  as  to  recognize  replacement  cost — the  need  for  additional  growth 
and  development  funds — and  the  need  for  funds  to  amortize  existing 
debt  in  those  hospitals  force  to  borrow  to  obtain  the  necessary  capital 
funds. 

The  handling  of  various  special  purpose  donations  under  "reason- 
able costs"  is  at  present  inequitable  to  both  hospitals  and  the  original 
donors.  We  recommend  that  all  special-purpose  donations  made  to 
hospitals  prior  to  the  enactment  of  medicare  not  be  used  in  offsetting 
operating  expense. 

We  recommend  that  the  legislation  be  amended  to  permit  reimburse- 
ment on  the  basis  of  average  cost,  instead  of  the  well-known  ECC 
formula,  or  not  so  well-known,  as  well  as  any  more  sophisticated 
method  which  might  be  developed  on  a  sound  basis  for  each  individual 
hospital. 

The  present  recognition  given  to  the  financial  needs  of  hospitals 
under  reasonable  cost  reimbursement  is  grossly  inadequate.  We 
strongly  recommend  an  immediate  legislative  clarification  of  the  term 
"reasonable  cost"  and  such  other  action  as  may  be  necessary  to  permit 
a  significant  increase  in  the  2-percent  factor  that  is  now  allowed  the 
nonprofit  hospitals. 

DEPRECIATION  FUNDING 

This  is  a  rather  new  and  novel  idea.  Under  the  existing  inadequate 
formula  of  reimbursement  to  health  care  facilities  the  proposed  rigid 
control  over  the  use  of  depreciation  funds  is  totally  impractical. 
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We  recommend  that  any  control  over  depreciation  funds  by  plan- 
ning bodies  should  be  limited  to  expenditures  for  the  creation  of  new 
facilities  or  the  expansion  of  existing  facilities. 

We  oppose  the  provisions  of  the  legislation  which  would  require  ap- 
proval of  State  planning  authority  for  the  replacement  of  equipment 
and  other  expenditures  that  fall  within  the  area  of  normal  operations 
of  health  facilities. 

We  oppose  the  provisions  which  would  authorize  control  over  the 
expenditure  of  depreciation  monies  received  by  hospitals  from  sources 
other  than  the  Federal  Government.  We  also  oppose  the  proposal 
which  would  permit  the  Federal  Government  to  withhold  payment  in 
future  reimbursement  for  facilities  or  services  which  were  developed 
contrary  to  the  recommendations  of  a  planning  body. 

The  present  language  appears  to  provide  only  for  a  single  State 
planning  authority.  We  believe  this  is  unwise  and  that  specific  as- 
surance should  be  given  in  the  legislation  that  approved  voluntary 
regional  planning  organizations  would  be  used.  We  assure  you  that 
the  hospitals  of  this  country  will  continue  to  operate  as  efficiently  as 
possible. 

Further  we  do  not  find  a  proper  appeal  mechanism  nor  do  we  find 
any  recourse  for  an  institution  against  which  action  was  taken  by  the 
Government  and  where  it  was  later  found  the  planning  agency  was  in 
error. 

We  would  be  less  than  forthright  if  we  failed  to  point  out  that  the 
legislative  proposal  as  presently  drafted  for  the  handling  of  deprecia- 
tion funds  may  well  cause  the  boards  of  trustees  of  a  great  many 
hospitals  to  feel  that  their  involvement  in  the  medicare  program 
jeopardizes  their  legal  responsibility  for  the  operation  of  their  hos- 
pitals and  cause  them  to  reconsider  their  contractual  participation  in 
the  medicare  program.    Mr.  Eppert  talked  about  this  quite  eloquently. 

PHYSICIAN  SPECIALIST  SERVICES 

We  approve  of  the  coverage  under  part  A  of  the  personal  remunera- 
tion of  hospital-based  physicians  rendering  professional  diagnostic 
services  in  radiology  and  the  laboratory. 

We  applaud  the  flexibility  of  permitting  the  radiologist  or  patholo- 
gist to  agree  to  billing  by  the  hospital,  including  the  hospital -based 
specialists  reasonable  charges,  via  a  single  bill  submitted  to  the  part  A 
intermediary. 

We  are  pleased  with  the  elimination  of  the  $50  deductible  and  20 
percent  coinsurance  applicable  to  inpatient  diagnostic  X-ray  and 
laboratory  services. 

We  recommend  adding  coverage  of  inpatient  radiology  therapy 
under  part  A;  this  is  one  remaining  radiology  service  unnecessarily 
subject  to  the  part  B  deductible  and  coinsurance  although  it  is  an  in- 
hospital  activity. 

OUTPATIENT  COVERAGE 

The  proposed  legislation  does  well  to  eliminate  the  $20  deductible 
for  each  diagnostic  study,  as  well  as  the  20  percent  coinsurance  and 
the  20-day  period  of  limitation. 

Extension  of  outpatient  benefits  beyond  mere  diagnostic  services  is 
most  commendable. 
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A  single  bill  for  all  outpatient  services  is  made  possible,  with  the 
cooperation  of  hospital -based  physicians  in  the  outpatient  department, 
and  administrative  problems  are  thereby  reduced. 

We  do  not  like  the  discrimination  against  persons  who  have  failed 
to  purchase  part  B  coverage  and  thus  are  barred  from  even  the  very 
limited  outpatient  benefits  they  now  enjoy. 

Placing  all  outpatient  services  under  part  B  subjects  the  patient  to 
a  very  high  deductible,  as  well  as  coinsurance,  and  continues  the  ad- 
ministrative complexities  for  hospital,  physician,  and  patient. 

We  suggest  for  part  C,  instead  of  the  bill's  proposals,  placing  all 
outpatient  services  under  hospital  insurance,  subject  to  no  deductible 
but  to  a  possibly  higher  coinsurance  with  physician  and  hospital  per- 
mitted to  agree  to  a  single  billing  process  for  all  outpatient  services. 
Such  a  program  allows  each  transaction  to  stand  by  itself,  easily 
understood  by  all  involved,  and  permits  adjustment  of  the  required 
coinsurance  percentage  to  meet  the  financial  limitations  of  the  appro- 
priate trust  fund. 

I  would  just  like  to  add  as  far  as  outpatient  coverage  is  concerned 
many  hospitals  have  said  that  the  present  procedure  is  a  nightmare 
and  an  incredible  mess,  and  we  feel  that  our  part  C  recommendation 
will  be  very  helpful  in  taking  care  of  that. 

In  closing,  Mr.  Chairman,  I  would  like  to  bring  to  your  attention  an 
additional  matter  which  would  require  an  amendment  to  the  Internal 
Revenue  Code  and  which  we  hope  the  committee  will  incorporate  in 
H.R.  5710. 

I  know  that  all  of  us,  this  committee,  the  Members  of  Congress,  the 
President  of  the  United  States,  the  entire  Federal  Administration, 
and  most  of  all,  the  public,  are  greatly  concerned  with  the  costs  of 
health  services.  As  we  have  pointed  out,  the  primary  reason  for  cost 
increases  in  hospital  care  is  rising  wages.  Federal  legislation  already 
passed  is  a  contributing  force  behind  such  widespread  increases. 
Hospitals  are  well  aware  of  the  serious  nature  of  the  problem  and  are 
looking  into  all  aspects  of  their  operations  in  an  attempt  to  better 
control  costs. 

One  area  of  great  promise  is  joint  type  ventures  in  which  a  number 
of  hospitals  can  engage,  such  as  a  cooperative  laundry  serving  a  group 
of  hospitals  in  a  community,  a  joint  purchasing  organization,  a  com- 
bined electronic  data  processing  endeavor,  and  other  possible  central- 
ized organizations  which  can  serve  groups  of  hospitals  in  diverse 
activities. 

The  development  of  such  enterprises  is  at  present  almost  completely 
frustrated  because  the  Treasury  and  the  Internal  Revenue  have  re- 
fused to  recognize  their  entitlement  to  exemptions  under  section 
501(c)  (3)  of  the  Code,  the  same  exemptions  enjoyed  by  the  partici- 
pating hospitals — each  of  which  could  conduct  the  same  activity  in- 
dependently, though  less  effectively  and  economically. 

I  will  not  at  this  time  burden  you  with  the  details,  but  I  assure  you 
of  the  necessity  of  obtaining  the  desired  exemption  before  we  can  take 
advantage  of  the  benefits  inherent  in  the  joint  activities  of  hospitals. 

For  over  three  years  we  have  had  discussions  with  the  various  in- 
terested federal  agencies  hoping  for  satisfactory  administrative  re- 
lief. We  know  that  the  office  of  the  Secretary  of  Health,  Education, 
and  Welfare,  the  Surgeon  General  of  the  United  States  Public  Health 
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Service,  the  Chairman  of  the  House  Interstate  and  Foreign  Commerce 
Committee,  and  other  distinguished  members  of  the  Congress  have 
written  to  the  Secretary  of  the  Treasury  and  to  the  Internal  Revenue 
Service  urging  action  on  their  part  to  make  possible  development  of 
the  sort  of  cooperative  hospital  endeavors  I  have  mentioned  here. 

All  of  our  efforts  have  been  to  no  avail,  and  we  have  come  to  the 
conclusion,  therefore,  that  such  desirable  activities  will  be  fully  im- 
plemented only  through  legislative  change. 

Accordingly,  we  submit  with  this  statement  a  draft  of  an  amend- 
ment to  H.R.  5710  which  would  accomplish  the  tax  exemption  we  have 
discussed.  We  believe  the  amendment  is  of  particular  interest  to  this 
committee  because  of  the  potential  savings  which  would  accrue  to  the 
Federal  Government  in  the  operation  of  titles  18  and  19  without  any 
loss  of  income  tax  revenue.  We  believe  such  an  amendment  is  in  keep- 
ing with  the  strongly  expressed  desires  of  the  President  of  the  United 
States  as  he  has  repeatedly  emphasized  his  concern  with  the  rising 
costs  of  health  services. 

We  strongly  urge  the  adoption  of  the  tax  amendment  which  we 
have  attached  along  with  a  short  statement  of  its  purposes. 

I  appreciate  the  opportunity  of  appearing  before  this  committee. 
We  recognize  the  enormity  of  the  responsibilities  of  this  committee 
and  we  sincerely  hope  our  discussions  here  today  have  been  helpful 
to  your  purposes. 

Thank  you  very  much. 

(The  amendment  and  explanation  referred  to  follows :) 

Amendment  Proposed  By  the  American  Hospital  Association  to  H.R.  5710, 
To  Add  a  New  Paragraph  (18)  to  Section  501(c)  of  the  Internal  Revenue 
Code  Granting  to  Certain  Joint  Endeavors  Organized  By  Hospitals  the 
Same  Tax  Exemptions  Enjoyed  By  the  Hospitals 

(18)  Organizations,  otherwise  meeting  the  requirements  of  paragraph  (3)  — 
(A)  all  of  whose  owners  or  members  are — 

(i)  hospitals  referred  to  in  section  503(b)  (5)  which  are  exempt  from 
tax  under  subsection  (a), 

(ii)  hospitals  which  are  a  constituent  part  of  an  organization  described 
in  paragraph  (3)  which  is  exempt  from  tax  under  subsection  (a),  and 
which  if  organized  and  operated  as  a  separate  entity  would  constitute  an 
organization  described  in  paragraph  ( 3 ) ,  or 

(iii)  hospitals  which  are  owned  and  operated  by  any  one  or  more  of 
the  following:  the  United  States,  a  State,  the  District  of  Columbia,  or 
a  possession  of  the  United  States,  or  a  political  subdivision  or  any  agency 
or  instrumentality  of  any  of  the  foregoing, 

and 

(B)  whose  activities  are  limited  to  the  performance  of  services  and 
functions,  solely  for  their  owners  or  members,  which,  if  performed  on  its 
own  behalf  by  an  owner  or  member  that  is  exempt  from  tax  under  para- 
graph (3),  would  constitute  an  integral  part  of  its  exempt  activities. 
For  purposes  of  this  title,  the  performance  of  such  an  activity  by  such  an  or- 
ganization shall  be  considered  a  charitable  purpose  (constituting  the  basis  for  its 
exemption  under  subsection  (a) ),  and  such  an  organization  shall  be  considered 
to  be  a  hospital  referred  to  in  section  503(b)  (5)  and  described  in,  or  exempt  from 
taxation  under  this  subtitle  by  reason  of,  paragraph  (3).    In  addition,  for  these 
purposes  such  an  organization  shall  be  considered  to  receive  its  financial  support 
from  the  same  sources  as  do  its  members. 

EXPLANATION  OF  PROPOSED  AMENDMENT  TO  THE  INTERNAL  REVENUE  CODE 

The  proposed  amendment  to  the  Internal  Revenue  Code,  creating  a  new  section 
501(c)  (18),  is  necessitated  by  the  inability  of  the  Treasury  or  the  Internal  Re- 
venue Service  to  find  authority  in  the  present  statute  to  grant  the  exemption  we 
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require.  In  an  effort  to  reduce  hospital  operating  costs,  it  has  been  proposed  by 
many,  including  the  Public  Health  Service  and  the  President,  that  hospitals  join 
together  to  pool  their  resources  and  scarce  personnel,  make  maximum  use  of 
equipment  and  plant,  and  avoid  expensive  duplication  of  material  and  services. 
In  many  communities  this  has  been  done.  A  group  of  nonprofit  hospitals  has 
created  a  single  entity  to  perform  activities  that  the  member  hospitals  have  been 
doing  by  themselves,  such  as  laundry,  purchasing,  record  keeping,  or  diagnostic 
laboratory  services. 

Clearly,  when  a  tax  exempt  hospital  performs  these  functions  for  itself,  there 
is  no  tax  problem.  When  a  hospital  performs  these  services  for  other  hospitals, 
or  joins  with  other  institutions  to  create  a  joint  venture,  tax  exemption  is  denied 
to  the  entity  conducting  the  joint  activity.    The  reasons  given  by  the  Service  are : 

(1)  Under  the  regulations  to  section  502  of  the  Internal  Revenue  Code,  the 
group,  joint  or  cooperative  efforts  of  hospitals  would  be  "feeder"  organizations, 
intended  to  feed  profits  of  business  ventures  to  the  exempt  institutions.  The 
regulations  also  deny  tax  exemption  where  the  organization  has  a  "multiple  par- 
entage" made  up  of  nonprofit  organizations. 

(2)  Even  if  the  joint  activity  were  not  a  "feeder"  corporation,  it  would  not  be 
entitled  to  exemption  under  section  501(c)  (3)  because,  of  itself,  it  would  not  be 
engaged  in  the  charitable,  educational  or  scientific  functions  which  are  the  basis 
for  the  exemption  of  its  member  hospitals. 

Why  is  a  federal  tax  exemption  desired?  For  one  reason,  it  is  .essential  in 
order  to  attract  grants  from  charitable  foundations  and  gifts  from,  individuals. 
Neither  would  be  willing  to  donate  without  assurance  of  tax  dedudftbiUty  or  the 
gift.  Secondly,  accounting  practice  somtimes  shows  income,  subject  to  tax,  as  a 
"paper  profit"  when,  for  example,  loans  are  amortized  more  rapidly  than  the 
depreciation  of  the  plant  or  equipment  they  have  financed.  And  thirdly,  without 
the  appropriate  federal  exemption,  in  many  states  the  organization  would  be 
denied  exempt  status  under  state  law  and  would  be  faced  with  real  estate,  sales 
and  income  taxes;  that  is  why  organizing  as  a  consumers'  cooperative  is  not 
practical. 

The  proposed  amendment  would  add  a  new  subsection  to  the  Internal  Revenue 
Code,  section  501(c)  (18).  It  would  give  statutory  recognition  of  the  exempt 
status  of  joint,  group,  or  cooperative  organizations  created  by  nonprofit  hos- 
pitals, as  if  the  organization's  activities  were  conducted  by  the  member  hospitals 
individually.  Personnel  of  the  joint  venture  also  would  enjoy  the  same  benefits 
as  accrue  to  employees  of  nonprofit  hospitals. 

In  brief,  the  amendment  would  encourage  hospitals  to  do  collectively  some 
of  the  activities  they  now  perform  individually,  but  at  less  cost  and  greater 
efficiency  than  is  currently  possible.  In  no  way  does  the  amendment  reduce  the 
Treasury's  actual  revenue,  either. 

The  Chairman.  Thank  you,  Dr.  Crosby.  Does  that  complete  your 
Dr.  Crosby.  Yes,  it  does,  sir. 

The  Chairman.  We  thank  all  of  you,  Mr.  Cartmill,  Mr.  Eppert, 
Mr.  Mueller,  Mr.  Berke,  Dr.  Graham,  for  your  statements. 

We  appreciate  having  all  of  you  with  us  and  the  statements  you 
made.  I  have  just  a  few  questions.  I  will  direct  the  question  to 
the  group.  Any  one  of  you  who  desires  to  do  so  may  respond.  I  am 
sure  you  have  read  this  HEW  Gorham  report,  have  you  not? 

Dr.  Crosby.  I  have,  sir,  yes. 

The  Chairman.  With  respect  to  that  portion  of  it  referring  to 
reasons  for  acceleration  in  hospital  charges,  let  me  just  remind  you 
of  what  one  brief  section  said : 

The  acceleration  in  hospital  prices  which  occurred  in  1966  is  hardly  surpris- 
ing. Rising  wages  in  tightening  labor  markets  were  bound  to  exert  upward 
pressure  on  hospital  costs.  Several  nurses'  strikes  occurred.  Preliminary  evi- 
dence indicates  that  nurses'  salaries  increased  somewhat  faster  in  1966  than  in 
previous  years. 

In  the  years  1960  to  1965,  consumer  prices  increased  at  an  average  annual 
rate  of  1.3  percent  while  hospital  prices  increased  at  5.8  percent.  If  this  average 
relationship  had  been  maintained  in  1966,  the  3.3  percent  increase  in  consumer 
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prices  would  have  implied  a  14.7  percent  increase  in  hospital  charges  in  1966. 
In  1966,  hospital  charges  actually  increased  16.5  percent  which  meant  that  11  per- 
cent of  the  rise  in  hospital  prices  was  "unexpected." 

The  fact  that  hospital  charges  rose  especially  rapidly  in  the  second  half  of 
1966  suggests  that  medicare,  which  came  into  effect  July  1,  contributed  to  the 
increase.  Medicare  raised  hospital  occupancy  rates  in  many  places.  The  total 
occupancy  rate  was  4  percent  higher  in  August  1966  than  in  August  1965.  .  In 
general,  however,  higher  occupancy  rates  would  be  expected  to  lower  not  raise 
hospital  costs  per  patient  day.  The  influence  of  medicare  probably  came  mainly 
through  the  impetus  it  provided  to  hospitals  to  reexamine  their  costs  and  charges. 
In  the  course  of  reviewing  these  charges,  many  hospitals  decided  to  increase  them, 
perhaps  sooner  than  they  otherwise  would  have. 

Dr.  Crosby,  since  you  have  had  a  chance  to  go  over  this  matter,  what 
comments  do  you  have  on  these  conclusions  of  this  report  ? 

Dr.  Crosby.  I  think  that  the  rises  in  costs  have  been  outlined  quite 
well  by  not  only  Mr.  Mueller,  but  also  Mr.  Berke,  where  he  gave  spe- 
cific examples  of  a  situation  which  developed  essentially  on  the  west 
coast  relating  to  salaries,  wages,  for  nurses,  and  this  is  reflected  in  the 
hospital  charge.  As  soon  as  the  hospitals  have  to  increase  their  pay, 
their  wages,  they  have  to  increase  their  charges. 

Our  records  agree  very  much  with  the  Gorham  report.  A  recent 
survey  we  have  had  indicates  that  the  room  rates,  the  room  rates  now, 
which  is  about  50  percent  of  the  bill,  for  semiprivate  accommodations 
throughout  the  country  have  increased  by  20  percent  from  January 
1966  through  March  of  1967.  This  is  reflected  because  of  the  rising 
costs  in  the  hospital  field. 

George,  do  you  want  to  add  anything  ? 

Mr.  Cartmill.  No,  I  think  I  have  nothing  else. 

The  Chairman.  Does  anyone  else  at  the  table  desire  to  add  to  that 
response  ? 

From  a  preliminary  study  of  the  per  diem  costs  that  we  have  been 
able  to  make,  it  does  appear  that  they  are  running  substantially  higher 
than  was  estimated  by  actuaries  in  1965  when  we  were  trying  to  de- 
termine costs  of  the  plan  A  part  of  the  program.  Do  you  believe  that 
this  represents  a  faster  catching  up  period  than  anticipated,  or  is  it 
more  prudent  to  believe  that  per  diem  cost  increases  will  continue  in 
the  next  few  years  to  run  substantially  above  increases  in  the  earnings 
level? 

Dr.  Crosby.  Well,  the  information  which  Mr.  Berke  gave  you 
showed  in  our  studies  that  for  the  past  2  years  the  increase  has  been 
at  the  rate  of  30  percent,  on  an  average  of  15  percent  per  year.  Now, 
this  is  about  twice  as  high  as  it  was  the  10  years  preceding  1965.  We 
have  every  reason  to  feel  that  this  will  continue.  We  don't  know  for 
how  long  this  15  percent  per  year  will  continue,  if  you  want  to  accept 
the  average  of  these  2  years.  I  think  Mr.  Mueller  would  like  to  add 
to  that. 

Mr.  Mueller.  I  think  one  thing  that  is  important  to  consider  is 
that  this  increase  in  cost  of  care  is  brought  about  basically  by  two 
factors,  one,  a  very  important  factor,  being  the  increase  in  the  actual 
rate  of  pay  to  individuals,  partly  brought  about  by  legislation,  partly 
by  the  facts  that  historically  many  hospital  personnel  were  paid  per- 
haps less  than  they  should  have  been  paid  based  on  market  condi- 
tions, but  it  is  also  brought  about  by  the  increasing  complexity  of 
medical  care,  the  fact  that  there  are  more  things  being  done  per 
patient  than  were  being  done  years  ago. 
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The  number  of  laboratory  tests  per  patient  increased  significantly 
over  the  years.  The  number  of  radiology  tests  increased  significantly, 
and  as  a  consequence  not  only  are  the  rates  higher,  but  the  complexity 
of  the  services  are  greater,  and  both  of  these  things  combined  to  cause 
this  increase  in  cost. 

The  Chairman.  Well,  actually  then  your  estimate  of  this  amount 
of  increase  into  the  future  of  about  15  percent  is  about  twice  what 
we  used  for  purposes  of  determining  the  cost  of  financing  this  pro- 
gram. Now,  if  that  is  to  continue,  as  you  think  it  might,  for  as  many 
as  5  years  into  the  future,  it  raises  some  doubt  about  whether  or  not 
our  original  estimates  are  correct  and  whether  something  additional 
has  to  be  done  to  finance  the  program. 

Mr.  Mueller.  Yes.  Mr.  Chairman,  I  don't  think  that  it  is  possible 
to  prognosticate  with  any  degree  of  accuracy  what  will  happen. 

The  Chairman.  There  is  a  point,  of  course,  beyond  which  the  price 
cannot  go  because  nobody  would  be  able  to  pay  it.  That  is  true.  But 
how  long  do  you  see  these  increases  continuing  ?  And  I  am  not  quar- 
reling with  you.  I  understand  the  reasons,  I  think,  for  much  of  the 
increase.  I  believe  somebody  told  me  one  time,  representing  the 
American  Hospital  Association,  that  a  minimum  wage  applied  to  your 
employees  meant  an  additional  $2  billion  in  payroll  per  year. 

Dr.  Crosby.  That  is  right. 

The  Chairman.  So  we  understand  that  you  have  some  additional 
costs  as  a  result  of  a  number  of  things  that  have  happened.  What  I 
am  concerned  about  is  whether  or  not  we  are  at  this  point  aware  of 
the  fact  that  we  are  deficient  in  financing  those  costs.  That  is  what 
I  am  concerned  about,  And  when  I  get  in  executive  session,  I  will 
have  some  questions  to  ask  of  some  other  people  as  to  how  we  could 
be  this  far  off  in  estimating  those  costs. 

Mr.  Mueller.  I  certainly  think,  and  I  think  the  gentlemen  at  the 
table  would  agree,  that  there  has  been  probably  an  acceleration  over 
the  last  2  or  3  years,  a  catching-up  process  which  has  been  mov- 
ing a  little  faster  with  respect  to  hospital  personnel  than  perhaps  the 
country  generally  in  terms  of  rates. 

The  Chairman.  I  know,  but  we  are  talking  in  terms  of  accelera- 
tion within  a  2-year  period  resulting  in  a  30.2  percent  increase,  which 
is  better  than  15  percent  a  year,  and  what  we  are  talking  about  are  the 
per  diem  increases  in  hospital  costs,  are  we  not  % 

Mr.  Mueller.  That  is  correct,  sir,  but  in  this  connection  I  will  just 
take  one  specific  example.    J ohn  can  help  me  on  this. 

The  Chairman.  I  understand  completely.  I  am  not  quarreling 
with  the  situation.  I  am  merely  trying  to  get  information  to  find  out 
if  in  your  best  judgment  we  need  to  do  something  more  in  the  way 
of  financing.  I  want  to  know  whether  you  anticipate  a  continuation 
of  the  15  percent  increase  in  hospital  costs  for  5  years  or  6  years  or  ten 
years?  We  didn't  estimate  such  costs  at  this  level.  It  is  twice  as 
much  as  we  estimated  for  purposes  of  fixing  a  tax. 

Now,  is  this  a  situation  that  we  can  expect  for  a  year  or  two  ?  Is  it 
a  situation  that  is  going  on  into  the  future  ?  That  is  what  I  am  try- 
ing to  find  out,  because  if  it  is  going  on  into  the  future,  we  might  as 
well  face  the  situation  that  we  haven't  provided  enough  revenue  to 
pay  for  these  costs. 
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Mr.  Williamson.  I  think,  Mr.  Chairman,  that  in  1962  the  average 
hospital  worker  was  earning  about  43  percent  less  than  the  average 
worker  in  industry.  ' 

The  Chairman.  I  know  all  of  that.  I  am  not  deploring  what  has 
happened.    I  am  just  trying  to  find  out  what  has  happened. 

Mr.  Williamson.  Our  first  big  increase  has  been  toward  catching 
up  with  this  situation.  The  minimum  wage  law  now  is  just  taking 
effect.    It  started  in  February. 

The  Chairman.  That  is  true. 

Mr.  Williamson.  This  is  going  to  affect  hospitals,  we  projected, 
with  the  increases  necessary  for  people  covered  by  the  minimum  wage 
and  the  escalation  or  the  application  of  that  proportion  of  increase  to 
people  who  are  not  covered  very  substantially,  and  we  are  just  begin- 
ning to  see  the  effect. 

As  we  see  the  application  of  the  minimum  wage  law,  and  the  appli- 
cation of  the..overtime  provisions  required  in  this  law,  which  are  going 
to  be  very  costly  to  hospitals,  we  see  this  going  on  from  3  to  5  years 
in  a  very  substantial  increase. 

When  you  hit  3  to  5  years,  somewhere  in  there  it  should  begin 
to  level  off  we  believe  with  the  rest  of  the  country.  We  will  hit 
a  level  when  we  are  comparable  and  then  we  should  get  down  to  what, 
are  the  more  normal  cost  increases  year  by  year  which  run  from  5  to  7 
percent. 

The  Chairman.  But  a  3-  or  4-year  period  is  your  best  judgment  ? 
Mr.  Williamson.  For  3  or  4  years  I  think  we  will  look  forward  to 
such  increases. 

The  Chairman.  I  am  not  talking  about  just  2  or  3  years  be- 
cause we  tried  to  finance  this  program  on  the  basis  of  estimates  of  a  25- 
year  period.  It  looks  like  the  costs  in  this  area  are  twice  as  much  as  we 
estimated  they  would  be  in  the  first  year  on  which  we  have  any  figures. 
And  you  think  that  we  may  be  off  that  much  for  another  3  or  4 
years  and  at  that  time  the  annual  increases  probably  come  down  to  our 
estimates.  Or  will  the  situation  still  exceed  our  estimates  in  your 
opinion  ? 

Mr.  Williamson.  From  what  I  know  of  the  estimates,  Mr.  Mills,  I 
think  that  after  this  3  to  4  to  5  years,  we  will  get  down  to  the  basis 
upon  which  estimates  were  projected,  a  more  normal  level. 

The  Chairman.  What  do  you  anticipate?  Mr.  Williamson,  will  be  the 
total  expense  per  patient  day  in  the  hospital  at  the  end  of  this  time, 
when  we  get  through  with  these  adjustments  ? 

Mr.  Williamson.  Well,  let's  see  if  I  can  do  it  by  arithmetic. 

The  Chairman.  I  can  take  your  $57.93  which  is  on  page  nine  of  Mr. 
Berke's  statement  and  multiply  it  myself,  but  I  thought  you  had 
already  done  that.  What  would  it  be  at  the  end  of  this  period  ?  I  am 
just  trying  to  see.  If  you  haven't  got  it,  just  put  it  in  the  record  be- 
cause I  think  you  are  going  to  come  out  to  a  rather  high  figure  before 
vou  get  through. 

Mr.  Williamson.  This  will  be  upward  of  $75. 

The  Chairman.  That  is  what  I  thought.  Is  that  for  a  single  room 
or  a  double  room  ? 

Mr.  Williamson.  That  would  be  an  average  cost  we  are  talking 
about  now,  not  room  rates. 
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The  Chairman.  So  a  single  room  would  be  higher  than  that  ? 
Mr.  Williamson.  Pardon  ? 

The  Chairman?  A  single  room  would  be  higher  than  that. 
Mr.  Williamson.  No. 

The  Chairman.  What  do  you  mean  by  average  cost  ? 

Mr.  Berke.  Mr.  Chairman,  the  $75  that  we  are  talking  about  now 
represents  the  total  average  cost  for  the  patient  for  a  day.  This  in- 
cludes the  room,  board,  the  nursing,  the  operating  room,  and  so  on. 
Of  that  total  cost  approximately  50  percent  is  reflected  in  the  room 
rates.  So  about  $40  for  a  semiprivate  room,  I  would  say. 

The  Chairman.  I  understood  we  were  talking  about  the  total  cost. 
I  understood  that.  But  in  that  total  cost  when  you  say  "average" 
you  would  make  some  allowance,  wouldn't  you,  as  to  whether  or  not 
a  person  had  a  single  room  or  a  double  room  or  whether  he  was  stay- 
ing in  a  ward. 

Mr.  Williamson.  You  are  talking  about  charges  versus  costs  and 
we  were  talking  about  costs. 
The  Chairman.  That  is  right. 

Mr.  Freitag.  Mr.  Chairman,  I  think  one  facet  in  projecting  over 
into  the  future  on  hospital  costs  has  to  be  the  consideration  of  what 
is  happening  with  the  availability  of  nurses.  There  is  a  severe  short- 
age of  nurses  in  the  United  States.  Thirty-five  percent  of  the  salary 
costs  approximately,  in  my  experience  of  hospital  costs,  go  to  nursing 
personnel.  I  think  you  are  in  the  situation  of  the  bidding  up  of  these 
costs  as  between  hospitals  in  order  to  get  the  personnel  they  need. 
This  also  may  have  an  effect  on  your  future  projections  which  would 
take  them  beyond  what  has  been  projected  on  a  normal  basis. 

The  Chairman.  Have  I  not  asked  enough  questions  to  get  you  to 
agree  with  me  that  we  may  be  in  need  of  additional  financing  of  this 
program  over  and  above  what  we  have  already  levied  ? 

Mr.  Eppert.  Yes. 

Mr.  Williamson.  If  the  kinds  of  things  we  spelled  out  weren't 
fully  anticipated  in  the  program,  then  you  will  be  in  for  very  sub- 
stantial increases  in  the  cost. 

The  Chairman.  People  come  up  here  with  a  miscalculation  on  the 
cash  benefit  side  and  tell  us  that  that  is  because  they  overestimated 
the  length  of  time  that  people  would  live  on  down  into  the  future 
and  how  many  children  they  would  have  and  so  on.  Now  we  have 
an  underestimate  here. 

In  balance,  some  of  that  which  we  levied  for  cash  benefits  may  be 
needed  for  this  purpose.  Is  that  what  you  are  saying,  or  that  we 
have  to  increase  this  particular  tax  for  this  specific  purpose,  one  way 
or  the  other? 

Mr.  Williamson.  One  way  or  the  other  you  are  going  to  have  to 
do  it.  We  thought  this  would  be  a  specific  tax  and  would  be  funded 
as  such. 

The  Chairman.  It  is  funded  that  way,  but  now  the  total  of  this 
tax  goes  to  what  finally?  Is  it  1.6  in  combination?  Is  that  what 
we  levied? 

Mr.  Williamson.  Yes. 

The  Chairman.  That  is  right.  As  you  look  at  this  thing,  have 
you  had  any  actuaries  make  any  estimate  for  you  with  respect  to  what 
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the  total  of  that  tax  on  employer  and  employee  might  have  to 
be  finally  ? 

Mr.  Williamson.  No,  we  haven't. 

The  Chairman.  I  mean  within  this  25-year  period.    That  is  all  we 
ever  talked  about,  a  25 -year  period. 
Mr.  Williamson.  No,  we  haven't. 

The  Chairman.  We  finance  the  cash  benefits  on  actuarial  estimates 
over  a  75-year  period,  but  this  program,  over  a  25-year  period,  and 
here  in  the  very  inception  costs  are  increasing  twice  as  fast  as  we  had 
originally  estimated.    I  don't  know.    I  am  a  little  bit  disturbed. 

Mr.  Byrnes.  Of  course,  Mr.  Chairman,  Mr.  Cartmill  did  suggest 
that  the  Government  has  an  obligation  to  fully  finance  the  existing 
program  before  undertaking  additional  obligations.  It  would  be  bet- 
ter to  consider  some  of  the  recommended  additions  in  conjunction  with 
what  we  have. 

The  Chairman.  I  am  talking  about  the  existing  program  right  now. 
I  am  trying  to  find  out  just  what  it  takes  to  finance  it. 
Mr.  Byrnes.  Right. 

The  Chairman.  Let  me  go  to  another  matter. 

The  law  states  in  substance  that  hospitals  should  be  reimbursed  for 
actual  cost  of  care  incurred  for  the  aged  beneficiaries.  Is  that  your 
understanding  of  the  law  ? 

Mr.  Cartmill.  Yes,  sir. 

The  Chairman.  All  right.  However,  it  turns  out  that  costs  of  the 
aged  more  closely  approximate  the  average  per  diem  cost  and  again  the 
actuaries'  cost  estimates  will  be  somewhat  off  because  we  assumed 
a  lower  cost  for  the  aged  than  the  rest  of  the  population.  Is  it  your 
position  that  the  HEW  formula  is  more  designed  to  protect  the  cost 
estimate  rather  than  to  really  ascertain  the  cost  of  aged  beneficiaries  ? 
You  can  take  the  fifth  amendment  if  you  want  to. 

Mr.  Mueller.  Mr.  Chairman,  if  I  might  field  that  particular  ques- 
tion, I  must  start  by  saying  I  can't  judge  what  the  Social  Security 
Administration  had  in  mind  when  they  promulgated  the  regulation. 
I  can  only  refer  to  the  effect  of  these  regulations. 

The  Chairman.  It  is  not  just  regulations;  it  is  the  law  setting  up 
the  financing  of  it  that  I  am  talking  about,  as  well. 

Mr.  Mueller.  Very  good,  sir.    I  then  can't  go  to  the  reason. 

The  Chairman.  The  actuarial  estimates  that  caused  us  to  finance 
the  program  the  way  we  did. 

Mr.  Mueller.  Well,  the  studies  which  are  available  to  us  today 
based  on  the  work  that  has  been  done  indicate  that  the  average  cost 
of  medical  and  surgical  care  more  closely  approximates  the  cost  of 
caring  for  the  aged  than  does  the  cost  arrived  at  through  the  applica- 
tion of  the  RCC  formula. 

On  the  other  hand,  studies  that  are  available  indicate  that  even  this 
does  not  equal  the  cost  of  caring  for  the  aged ;  in  other  words,  that  the 
cost  of  caring  for  the  aged  is  even  greater  than  the  average  cost. 

The  Chairman.  Is  that  the  per  diem  cost  ? 

Mr.  Mueller.  Yes,  sir,  per  day. 

The  Chairman.  When  you  say  the  average  cost. 

Mr.  Mueller.  Yes,  sir. 

The  Chairman.  That  is  what  I  am  talking  about.  All  right.  If 
you  are  right — and  my  asking  you  the  question  indicated  I  thought 
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there  might  be  some  basis  for  your  being  right — if  then  we  find  that 
the  cost  of  taking  care  of  our  aged  more  closely  approximates  the 
average  per  diem  cost,  what  is  the  difference  in  the  cost  for  purposes 
of  financing  this  program,  do  you  know  ? 

Mr.  Mueller.  You  mean  the  expanded  effect  of  these  increases  in 
cost  on  the  tax  ? 

The  Chairman.  How  much  additional  cost  will  there  be  in  taking 
care  of  our  aged  people  for  whom  we  made  the  commitment  in  this 
program  if  the  cost  of  taking  care  of  them  is  not  what  we  estimated, 
but  approximates  your  average  per  diem  cost?  We  are  not  allowing 
you  per  diem  cost  in  our  estimates.  We  haven't  financed  in  this 
program  on  the  basis  of  per  diem  cost. 

What  I  am  trying  to  find  out  is  if  it  does  actually  cost  more  for 
these  people,  as  your  average  per  diem  cost  indicates,  then  how  much 
have  be  underestimated  such  cost  ? 

Mr.  Stagl.  If  I  understand  your  question,  Mr.  Chairman,  in  some 
meetings  I  was  told  or  am  under  the  impression  that  in  estimating 
the  cost  of  the  program  they  reduced  from  average  cost,  I  think, 
7  percent.   Is  that  correct,  Kenney? 

Mr.  Williamson.  Yes. 

The  Chairman.  Maybe  I  am  wrong,  but  I  thought  it  was  13  percent. 

Mr.  Stagl.  Whatever  that  figure  of  reduction  was,  if  it  now  turns 
out  that  the  cost  for  the  aged  patient  is  indeed  the  same  as  every  other 
patient  or  more,  then  it  is  that  figure  that  will  be  additional  cost, 
7  percent,  13  percent,  whatever  it  is. 

The  Chairman.  It  is  just  that  figure,  just  that  simple? 

Mr.  Stagl.  That  would  be  all  I  would  think,  yes. 

The  Chairman.  Then  is  there  any  way  of  judging  on  the  basis 
of  this  partial  year  of  operation  of  the  program  that  the  costs  may 
really  be  higher  for  the  aged  than  the  average  per  diem  cost  ?  What 
is  the  situation  as  best  you  understand  it  ? 

Mr.  Berke.  It  is  awfully  hard  to  tell  that.  There  have  been  some 
studies  made  on  services  for  hospitals  in  California  which  indicate 
that  the  nursing  care  for  patients  65  and  over  exceed  the  nursing  care 
for  patients  under  65  by  approximately  20  to  30  percent. 

There  is  a  national  study  being  made  by  the  American  Hospital 
Association  which  is  not  yet  concluded  but  which  indicates  roughly 
the  same  thing.  I  don't  think  we  have  any  actual  cost  figures  broken 
down  to  show  what  the  cost  of  the  average  aged  is  compared  to  those 
younger,  but  at  least  this  is  an  indication  of  the  additional  cost  to  us 
of  the  care  of  these  people. 

The  Chairman.  Does  anyone  else  care  to  say  anything  on  that  ? 
— Let  me  go  to  another  matter  then. 

In  our  discussion  of  reimbursing  hospitals,  aren't  we  really  looking 
for  a  method  which  will  actually  and  accurately  reflect  any  differences 
between  the  cost  of  the  aged  and  those  under  65  ?  Mr.  Mueller  ? 

Mr.  Mueller.  I  would  think  that  would  be  a  very  desirable  objec- 
tive if  it  could  be  achieved,  yes,  sir. 

The  Chairman.  I  think  that  is  the  way  we  started  out  to  do  it,  on 
the  basis  of  what  we  were  told  at  the  time. 

Mr.  Byrnes.  Did  we  do  it,  though,  on  the  basis  that,  in  order  to  tell 
the  cost  of  the  program  as  being  with  reason,  HEW  estimated  that  the 
charge  for  the  over-65  would  be  less  than  the  average  ? 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


739 


The  Chairman.  Oh,  absolutely,  we  were  told  that,  whatever  the 
reason  was. 

Mr.  Mueller,  I  understand  that  you  questioned  the  HEW  method 
of  allocating  costs  because  that  method  doesn't  fully  reflect  certain 
costs. 

As  an  example,  it  probably  doesn't  reflect  all  of  the  costs  of  nurs- 
ing. It  that  right? 

Mr.  Mueller.  That  is  correct,  sir.  That  would  be  the  effect  of  it. 

The  Chairman.  And  as  this  witness  said,  these  actual  costs  with  re- 
spect to  nurses  may  be  higher  for  the  aged  than  for  those  under  65. 
Now  let's  get  this  down  if  we  may.  Other  than  what  has  been  said 
concerning  these  studies  and  these  analyses  in  California,  do  we  have 
other  evidence  that  this  may  ultimately  be  the  situation?  Is  there 
anything  else  that  we  could  point  to  indicating  that  other  factors  may 
be  higher? 

Mr.  Williamson.  One  major  area,  Mr.  Mills,  that  we  pointed  out 
in  the  past  in  our  discussions  with  the  social  security  people  is  our  feel- 
ing or  questioning  seriously  as  to  whether  they  fully  estimated  what 
would  be  the  costs  in  extended  care  facilities.  They  were  pricing  the 
care  ultimately,  we  felt,  for  the  sort  of  care  to  be  provided  at  much 
less  than  we  would  on  the  basis  of  what  we  thought  were  likely  costs. 

The  Chairman.  I  think  you  told  us  that  at  the  time. 

Mr.  Williamson.  We  told  you  that  at  the  time ;  yes. 

Another  area  we  questioned — that  has  to  be  proven — was  we 
thought  they  were  must  too  optimistic  as  to  the  financial  effect  of  out- 
patient services,  that  this  would  greatly  reduce  the  volume  of  inpatient 
care,  and  we  warned  that  there  were  many  examples  that  this  doesn't 
happen.  That  good,  thorough  diagnosis  on  an  outpatient  basis  often 
increases  inpatient  care  because  it  proves  the  need  for  the  care.  So  we 
questioned  whether  they  were  evaluating  such  matters  the  way  we 
would  as  health  professionals. 

The  Chairman.  Will  this  2-percent  allowance  over  what  we  thought 
the  costs  were  going  to  be  compensate  for  these  changes  that  you 
already  know  about  ? 

Mr.  Mueller.  I  don't  think  there  is  any  question  but  that  it  will  not 
compensate  for  these  factors  that  we  have  been  discussing. 

The  Chairman.  I  am  not  shaking  my  head  in  doubt.  Would  you 
supply  for  the  committee  a  table,  if  you  can  get  it  together,  showing  the 
amount  of  daily  costs  used  for  this  medicare  purpose  compared  with 
the  daily  rates  on  which  the  Blue  Cross  is  paying  you  ? 

Dr.  Crosby.  Yes,  sir. 

The  Chairman.  This  program  reimburses  on  a  cost  basis.  I  under- 
stand Blue  Cross  pays  you  on  what  ?    Charges  in  most  instances  ? 

Mr.  Williamson.  On  a  per  diem.  There  are  various  methods,  in- 
volving costs  and  charges. 

The  Chairman.  Anyway,  what  I  would  like  is  a  fair  picture  of  the 
rates  Blue  Cross  is  paying  for  a  day  of  care  as  compared  to  what  medi- 
care is  paying,  together  with  an  explanation,  if  you  can  think  of  one  or 
develop  one,  of  the  differences  in  the  rates. 

Mr.  Williamson.  Yes,  sir. 

The  Chairman.  Will  you  do  that  for  me,  Mr.  Williamson  ? 
Mr.  Williamson.  Yes. 
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Mr.  Byrnes.  May  I  ask  if  they  would  do  this  in  regard  to  payments 
they  receive  from  other  carriers  ? 
The  Chairman.  Yes. 

Mr.  Byrnes.  Because  Blue  Cross  operates  on  a  bargaining  basis  and 
on  a  community  basis.  That  is  sometimes  distorted  from  the  basic  cost, 
isn't  it? 

Mr.  Williamson.  You  want  a  comparison  to  show  what  payments 
received  from  the  Federal  Government  for  medicare  are  as  compared 
with  payments  received  from  Blue  Cross  and  payments  received  from 
noninsurance  patients,  say  ? 

The  Chairman.  Payments  for  the  hospitals,  yes. 

Mr.  Byrnes.  Well,  or  other  carriers. 

Mr.  Williamson.  Or  other  carriers. 

Mr.  Byrnes.  Other  third  parties. 

Mr.  Freitag.  With  regard  to  the  other  carriers,  you  have  to  be  care- 
ful because  you  get  all  kinds  of  policies  that  are  written  for  hospital 
coverage.  Some  of  them  do  not  cover  full  costs  or  full  billing  rates, 
so  the  comparison  may  be  not  so  good. 

The  Chairman.  That  is  the  reason  I  picked  Bue  Cross.  I  thought  it 
would  probably  give  us  a  better  comparison  than  some  of  the  others. 

Mr.  Williamson.  We  will  get  you  all  we  can,  anyway. 

The  Chairman.  Give  us  all  you  can  on  it. 

Mr.  Byrnes.  You  are  saying  that  these  other  carriers  have  a  co- 
insurance factor,  but  the  payment  is  based  on  100  percent  of  the 
charge. 

Mr.  Freitag.  Yes. 

Mr.  Byrnes.  I  don't  know  that  that  creates  much  of  a  problem  in 
getting  the  figures  of  the  amounts  paid. 
The  Chairman.  You  can  do  that  ? 
Mr.  Williamson.  Yes.    (See  p.  751.) 
The  Chairman.  All  right.  Include  that  if  you  will. 
Mr.  Byrnes.  In  most  cases. 

The  Chairman.  It  is  my  understanding  that  HEW  argues  that 
where  a  State  like  New  York  has  a  State  medical  facilities  planning 
agency,  hospitals  under  medicare  should  be  required  to  comply  with 
the  State  regulations. 

Is  this  a  sound  position  or  not  ? 

Mr.  Cartmill.  I  think  our  position,  Mr.  Chairman,  is  that  we  feel 
it  is  sound  to  a  point,  and  I  think  Dr.  Graham  will  probably  want  to 
enlarge  on  that  because  he  is  from  New  York.  We  have  taken  the 
position,  as  you  know,  this  morning  that  for  capital  expansion,  in- 
crease in  plant  and  so  on,  we  believe  in  doing  this  in  conformity  with 
sound  community  planning,  which  we  think  is  possible  on  a  voluntary 
basis,  but  that  for  those  elements  of  depreciation  or  whatever,  needed 
simply  to  replace  or  to  develop  within  the  sphere  of  present  operation 
we  do  not  think  that  this  necessarily  should  be  put  on  the  table  for  a 
statewide  agency  to  approve. 

Have  I  hit  the  question,  sir  ? 

The  Chairman.  Yes,  Dr.  Graham,  do  you  want  to  add  to  that  ? 

Dr.  Graham.  Mr.  Chairman,  we  have  now  lived  under  this  program 
for  almost  a  year,  in  New  York.  We  find  some  inequities  in  it  as  far 
as  the  hospitals'  ability  to  improve  their  services,  but  in  general  we 
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feel  as  those  of  us  would  have  the  opportunity  to  become  involved 
intimately  in  the  planning  agency  from  the  State  level  down  to  the 
regional  level  good  thinks  are  coming  to  the  planning  of  hospitals  and 
health  facilities  in  those  regions,  and  personally  I  feel  that  as  time  goes 
it  will  become  a  good  system  for  our  health  facilities  in  the  State  of 
New  York. 

The  Chairman.  Thank  you.  I  am  not  certain  whether  you  had 
access  to  the  statement  made  by  Mr.  McNerney.  Anyway,  Mr.  Mc- 
Nerney stated  that  as  new  equipment  is  placed  in  hospitals  there  is 
not  only  an  increased  cost  for  the  equipment,  but  also  increased  costs 
because  the  ratio  of  employees  to  patients  goes  up. 

Do  you  agree  with  his  analysis  of  that  situation  ? 

Mr.  Williamson.  Yes,  generally  the  ratio  has  gone  up. 

The  Chairman.  This  then  is  one  of  the  factors  that  we  can  look 
to  in  the  future  as  increasing  the  cost  for  hospital  care ;  is  that  right  ? 

Mr.  Williamson.  Yes. 

The  Chairman .  I  don't  know  what  we  could  do  about  that  even  at 
the  last  session. 

Mr.  Cartmill.  Mr.  Chairman,  if  I  understand  Mr.  McNerney's 
statement,  which  I  did  not  see  prior  to  this  time,  I  don't  think  this 
necessarily  follows  in  a  hundred  percent  of  the  cases.  If  by  place- 
ment of  new  equipment  he  has  reference  to  equipment  needed  in  new 
services,  advanced  technology,  and  so  on ;  which  then  takes  people  to 
run — let's  take  the  coronary  care  unit,  for  example,  wherein  there  is 
much  in  the  way  of  new  equipment  which  needs  new  and  well-trained 
personnel  to  run — he  is  quite  right. 

There  are,  on  the  other  hand,  in  some  instances  I  think  new  equip- 
ment which  added  to  something  at  least  in  the  realm  of  mechanization 
rather  than  human  hands,  so  that  I  think  what  I  am  trying  to  say  is 
that  new  equipment  in  the  hospital  field  I  think  is  looked  at  in  much 
the  same  way  as  it  is  in  industry.  We  hope  by  the  addition  of  this 
technology  to  save  in  that  realm  which  forms  the  greater  part  of  our 
hospital  cost. 

On  the  other  hand,  in  attempting  to  reach  the  ultimate  in  good 
medical  care,  obviously  there  is  much  in  the  way  of  new  equipment 
which  also  requires  new  people  to  go  along  with  it. 

The  Chairman.  I  know,  but  I  viewed  this  as  a  little  different  situa- 
tion from  Mr.  Eppert's  operation  as  chairman  of  the  board  of  a  busi- 
ness that  can  automate  without  having  the  result  that  I  thought  Mr. 
McNerney  was  talking  about  the  other  day  that  occurs  in  hospitals 
as  they  add  additional  equipment. 

In  industry  the  addition  of  certain  equipment  may  reduce  materi- 
ally certain  labor  costs,  but  I  don't  believe  we  have  gotten  to  the  point 
yet  where  we  want  to  go  to  an  automated  hospital  and  I  don't  believe 
you  are  going  to  develop  that  very  quickly. 

Mr.  Cartmill.  No,  sir;  in  that  context  you  are  perfectly  right,  as 
is  Mr.  McNerney. 

The  Chairman.  As  you  do  add  additional  equipment  your  labor 
costs  will  go  up,  even  though  you  do  have  some  savi  ngs  in  some  areas, 
but  on  the  whole  they  will  go  up,  is  that  right  ? 

Mr.  Cartmill.  I  would  agree,  yes,  sir. 

The  Chairman.  That  is  what  I  was  getting  at. 
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Let  me  ask  you  about  your  bad  debts.  You  know,  we  were  told 
that  if  everybody  had  his  hospital  bill  paid  in  some  way  you  wouldn't 
have  any  bad  debts. 

Now,  are  you  having  less  problems  with  bad  debts  and  the  need  to 
give  charity  since  the  beginning  of  medicare  or  not  ? 

Mr.  Mueller.  Sir,  you  asked  a  couple  of  questions  and  I  will  try 
to  answer  them,  if  I  may. 

The  Chairman.  Yes.    I  may  have  had  three  in  there. 

Mr.  Mueller.  To  answer  the  last  one  first,  we  have  continued  to 
have  bad  debts  and  have  continued  to  have  free  care  since  the  passage 
of  the  legislation  you  referred  to. 

The  Chairman.  I  am  talking  about  those  65  having  bad  debts. 

Mr.  Mueller.  I  would  say  not  of  course  those  that  are  covered. 

On  the  other  hand,  there  are  limitations  on  the  coverage  and  to  the 
extent  that  the  people  were  not  covered  by  reason  of  the  length  of  their 
hospitalization  or  otherwise,  then  of  course  you  would  have  bad  debts 
with  respest  to  these  people. 

In  terms  of  the  free  care  side  of  the  thing,  yes,  there  are  significant 
amounts  of  free  care  rendered  to  persons  who  would  normally,  you 
would  think,  be  covered  by  title  XIX,  people  who  do  not  meet  the 
means  test  as  prescribed  within  the  particular  State,  but  yet  who  must 
have  hospitalization  and  who  cannot  pay  for  that  hospitalization. 

Mr.  Eppert.  Mr.  Chairman,  may  I  add  just  one  point  on  bad  debts? 

The  Chairman.  Yes,  sir. 

Mr.  Eppert.  A  bad  debt  isn't  one  that  is  necessarily  never  paid,  but 
a  bad  debt  can  impose  an  added  cost  or  loss,  so  to  speak,  because  of  the 
time  of  payment. 

In  other  words,  delinquencies  are  really  bad  debts  in  a  sense,  and  the 
time  element  of  reimbursement  I  think  is  an  important  factor  insofar 
as  working  capital  requirements  are  concerned;  in  other  words,  the 
turnover  of  the  payments. 

Aside  from  the  uncolleotable. 

The  Chairman.  Yes,  Dr.  Graham. 

Dr.  Graham.  Mr.  Chairman,  in  my  testimony  you  may  recall  that 
my  controller  had  written  a  letter  to  an  intermediary,  but  the  two  of 
us  have  sat  down  for  many  an  hour  discussing  what  to  do  with  these 
small  portions  of  the  outpatient  diagnostic  benefits,  and  we  have  come 
almost  to  the  point  just  to  label  those  as  bad  debts  because  the  16  cents 
or  6-cent  bill  really  is  not  worth  the  money  required  to  bill  the  patient 
for  it,  so  I  suppose  in  a  sense  we  are  inheriting  bad  debts  which  in  good 
accounting  should  be  just  that  because  we  put  good  money  after  bad, 
i  f  I  may  put  it  that  way . 

The  Chairman.  Mr.  McNerney  also  testified  when  he  was  here  that 
lie  had  some  experience  which  shows  that  the  hospital  utilization  rates 
of  the  population  under  65,  both  the  proportion  of  people  who  go  to  the 
hospital  and  the  length  of  their  stay  in  the  hospital,  has  gone  down 
between  1965  and  1966. 

Do  any  of  you  have  any  knowledge  of  this,  or  is  this  your 
experience  ? 

Dr.  Crosby.  In  Mr.  Berke's  testimony  

The  Chairman.  I  must  apologize  because  I  missed  a  whole  lot  of 
what  you  said  and  I  notice  on  page  10  of  Mr.  Berke's  testimony  that 
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there  was  some  indication  in  this  area.    Bring  me  up  to  date,  will  you, 
on  what  was  said  at  that  point  ? 
Mr.  Williamson.  Page  10. 

The  Chairman.  Apparently  your  experience  is  the  reverse,  as  I 
look  at  these  tables  of  what  Mr.  McNerney  said  his  experience  was. 

Dr.  Crosby.  The  average  length  of  stay  of  people  under  65  I  would 
say  remained  about  the  same,  although  in  July  it  was  7.8  and  6.8  in 
December,  but  the  average  length  of  stay  for  the  over-65  has  gone  up 
from  11.2  in  the  month  of  July  and  creeping  up  and  the  figure  for 
December  is  13.3. 

Now,  the  admission  rates  for  people  65  and  over  I  think  is  about 
stabilized  at  about  19  percent  if  you  look  at  July  and  December. 

The  Chairman.  Wait  a  minute.  I  misread  your  table  here.  In 
July  the  average  length  of  stay  in  number  of  days  for  those  under 
65  was  7.8. 

Dr.  Crosby.  Yes. 

The  Chairman.  And  it  has  dropped  down  in  December  to  6.8. 

Dr.  Crosby.  6.8,  yes.  If  you  look  at  the  other  ones  it  looks  just 
about  6.8,  August,  September,  October,  November,  December. 

The  Chairman.  That  isn't  enough  information  really  to  know  what 
the  answer  to  the  problem  is? 

Dr.  Crosby.  No. 

The  Chairman.  I  see.  Mr.  Mueller,  I  heard  most  of  your  state- 
ment. On  page  3,  as  I  recall,  of  your  statement  you  referred  to 
the  regulations  on  special-purpose  donations. 

Mr.  Mueller.  Yes,  sir. 

The  Chairman.  My  inquiry  is  stimulated  by  your  comment.  How- 
ever, I  have  some  hasty  recollection  that  the  American  Hospital  Asso- 
ciation had  taken  some  position  with  respect  to  this  very  point.  Had 
it,  Mr.  Williamson  ? 

Mr.  Williamson.  No.  No,  I  don't  think  so.  Our  position  is  as 
outlined  by  Mr.  Mueller. 

The  Chairman.  I  thought  you  had  a  

Mr.  Mueller.  I  think  I  could  probably  clarify  that  if  I  may  try  to. 
The  Chairman.  All  right. 

Mr.  Mueller.  I  believe  that  it  is  the  pjosition  of  the  American  Hos- 
pital Association  and  most  people  in  this  field  that  to  the  extent  that 
a  donor  makes  a  gift  to  a  hospital  for  the  purpose  of  defraying  a  cer- 
tain type  of  cost  and  he  knowledgeably  wishes  to  defray  that  cost,  you 
should  then  not  also  be  reimbursed  for  the  cost  from  a  third  party. 

The  point  we  are  making  here  is  that  the  people  who  donated  this 
money  had  no  knowledge  of  the  fact  that  this  cost  was  going  to  be 
assumed  by  the  Government  and  that  therefore  it  could  obviously  not 
be  considered  to  be  their  intent  to  have  made  this  money  available  to 
the  Government. 

The  Chairman.  Well,  this  doesn't  represent  change  in  the  position  of 
the  American  Hospital  Association  then  with  respect  to  this  matter. 
Mr.  Mueller.  No,  sir,  it  does  not. 

The  Chairman.  I  thought  on  the  basis  of  what  I  had  read  from  your 
August  1965  edition  of  the  American  Hospital  Association  Principles 
of  Keimbursement  it  represented  some  change  in  viewpoint.  If  it 
did  I  wanted  you  to  tell  me. 
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Mr.  WlLIAMSON.  No. 

The  Chairman.  Mr.  Mueller,  is  it  not  true  that  the  American  Hos- 
pital Association  principles  did  state  that  depreciation  should  be  based 
upon  historical  cost  ? 

Mr.  Mueller.  Well,  sir,  the  statement  of  principles  with  which  I  am 
f  amiliar  and  which  would  be  presently  outstanding  ones  do  not  state 
that,  no,  sir. 

The  Chairman.  What  I  am  trying  to  ascertain  is  whether  or  not 
there  has  been  any  change  in  your  position  on  this  particular  point. 

Mr.  Mueller.  Well,  sir,  the  only  statement  of  position  which  I  am 
aware  of  is  the  one  which  was  issued  in  February  1966. 

The  Chairman.  I  wasn't  criticizing  anybody  for  changing  his  posi- 
tion, you  understand.  I  just  want  to  know  whether  or  not  there  has 
been  any  change. 

Mr.  Mueller.  I  can  say  no,  as  far  as  I  know  the  position  of  the 
American  Hospital  Association  is  not  that  depreciation  must  be  based 
on  historical  cost,  but  rather  that  it  must  be  based  on  the  value  of  the 
dollar. 

The  Chairman.  All  right  then.  Is  that  the  principle  that  you  apply 
across  the  board  for  depreciation  purposes  for  those  cases  paid  for 
by  the  Government  and  those  cases  paid  for  by  Blue  Cross,  or  by  in- 
surance companies,  or  by  individual  payments  ?  Would  you  apply  the 
same  rule  in  every  case  ? 

Mr.  Mueller.  If  I  may  answer  that  this  way,  this  is  the  position  of 
the  American  Hospital  Association  as  indicated  in  the  policy  docu- 
ments they  have  issued  and  as  reflected  in  the  accounting  manual  which 
was  issued  by  the  American  Hospital  Association  and  is  in  general 
circulation.  The  extent  to  which  this  was  accomplished  with  respect 
to  any  particular  Blue  Cross  plan  must  of  course  depend  on  the  par- 
ticular terms  of  the  plan.  I  can  refer  you,  for  example,  though,  and 
this  is  very  important,  to  the  Illinois  plan.  The  Illinois  plan  does  not 
state  that  they  will  allow  depreciation  on  a  price  level  basis,  but  it  does 
say  they  will  allow  depreciation  based  on  6  percent  of  total  operating 
costs  and  then  in  addition  will  pay  the  hospital  5  percent  of  total 
operating  costs  over  and  above  that  factor,  so  that  the  large  deprecia- 
tion allowance  plus  the  5  percent  additional  allowance  does  in  fact 
cover  the  economic  value  of  the  facility  used  up  under  that  plan. 

Other  plans  have  differing  provisions. 

The  Chairman.  I  don't  want  somebody  to  say  to  us  when  we  get  in 
executive  session  that  what  you  are  advocating  is  a  method  of  basing 
depreciation  for  purposes  of  charging  the  Government  that  is  differ- 
ent from  the  method  which  you  would  use  in  charging  anybody  else. 
That  is  what  I  am  trying  to  get  to. 

Mr.  Mueller.  Mr.  Mills,  we  couldn't  agree  more  and,  as  a  matter  of 
fact,  I  believe  our  formal  testimony  indicates  that  we  believe  the 
Government  should  only  pay  as  much  as  other  patients  are  paying,  not 
any  more. 

The  Chairman.  That  is  right.  You  want  to  be  certain  that  you 
get  all  your  costs  for  taking  care  for  these  people.  That  is  what  you 
want? 

Mr.  Mueller.  Yes,  sir. 

The  Chairman.  But  I  don't  want  somebody  telling  us  later  on  that 
you  are  using  some  different  methods  for  determining  those  costs  to 
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the  Government  from  what  you  use  in  determining  costs  to  somebody- 
else. 

Mr.  Mueller.  Eight.  We  believe  the  same  principles  are  applicable. 

The  Chairman.  And  the  answer  to  that  is  that  you  do  not  ? 

Mr.  Mueller.  That  is  correct,  sir,  although  the  exact  formulas  will 
vary  considerably. 

The  Chairman.  Oh,  I  understand,  yes.  Has  the  American  Hos- 
pital Association  taken  the  position  which  Blue  Cross  has  taken  that 
depreciation  costs  should  be  based  upon  replacement  value?  Have 
you  taken  any  position  like  that? 

Mr.  Williamson.  Yes.  This  position  was  adopted  officially  in 
August  1965. 

Dr.  Crosby.  Yes,  sir.    That  is  in  our  principles  of  payment. 

The  Chairman.  I  thought  I  understood  that.  These  earmarked 
gifts  then  should  be  included  in  what  Blue  Cross  pays  for  its  sub- 
scribers ;  or  should  they  not  ? 

Mr.  Mueller.  As  to  whether  they  should  be  or  not,  the  principles 
would  certainly  be  as  outlined  here. 

The  Chairman.  You  have  asked  that  they  not  be  considered  for 
purposes  of  Government  cost?    Is  that  not  what  you  are  saying? 

Mr.  Mueller.  Yes,  sir,  they  should  not  be  deducted  for  the  purpose 
of  determining  cost. 

The  Chairman.  Should  they  then  be  considered  for  purposes  of 
Blue  Cross  costs  ? 

Mr.  Mueller.  Certainly  not.    The  same  principle  should  apply. 

The  Chairman.  What  would  you  use  these  principles  for  ?  Charity 
cases  ? 

Mr.  Mueller.  There  are  many  examples  in  case  of  endowment 
funds.  You  may  receive  an  endowment  by  a  gentleman  who  died  in 
1910  that  will  be  used  to  defray  the  salary  of  the  head  of  a  department 
of  medicine,  for  example. 

The  Chairman.  Nobody  in  particular  gets  the  benefit  out  of  his 
services.    They  would  all  gelt  the  benefit  of  having  him  there. 

Mr.  Mueller.  That  is  right,  and  we  are  saying  that  the  people  who 
utilize  his  services  should  then  pay  for  his  cost. 

The  Chairman.  I  am  not  certain  I  understand  just  how  you  handle 
it,  but  I  don't  want  to  take  the  time  of  the  committee.  Give  me 
something  I  can  have,  if  you  will,  for  the  record  at  this  point  show- 
ing just  how  for  these  purposes  and  for  Blue  Cross  purposes  or  any 
other  payment  purposes  these  endowments  and  donations  would  be 
treated  if  you  had  your  way. 

Mr.  Mueller.  Sir,  I  would  say  that  either  legislation  or  regulation 
should  be  promulgated,  whichever  would  be  necessary  to  accomplish 
those  I  described  which  would  say  in  effect,  (a)  that  any  special-pur- 
pose donations  which  were  given  to  the  hospital  prior  to  the  enact- 
ment of  the  legislation  would  not  be  used  as  offsets  or  reductions  of 
reasonable  cost.  I  would  say  point  (b)  that  any  special-purpose  do- 
nations rendered  that  were  given  after  the  enactment  of  the  law  could 
be  deducted  from  operating  cost  unless  so  specified  to  the  contrary  by 
the  donors. 

The  Chairman.  Let  me  ask  you  this.  Maybe  it  is  because  I  don't 
understand  exactly  how  it  operates  today.    I  don't  know  whether  I 
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can  develop  a  case  in  point  as  to  what  is  done  in  determining  reason- 
able cost  in  the  treatment  of  these  balances. 

Say  that  without  consideration  of  any  amount  of  money  the  rea- 
sonable cost  per  day  of  taking  care  of  one  of  these  patients  would  be 
$50.  Do  they  then  say  that  we  will  only  pay  you  $48  because  you  have 
sufficient  endowment  to  reduce  the  cost  of  each  patient's  care  by  $2  ? 

Mr.  Mueller.  That  is  precisely  correct ;  yes,  sir. 

The  Chairman.  That  is  what  they  are  saying. 

Mr.  Mueller.  Yes,  sir ;  and  that  is  what  is  specified  in  principle  1-6 
of  the  regulations. 

The  Chairman.  That  isn't  payment  then  to  the  cost  of  that  partic- 
ular patient  by  Federal  funds? 

Mr.  Mueller.  That  is  right.  They  are  using  the  income  to  reduce 
the  overall  cost  of  operating  the  hospital. 

The  Chairman.  You  mean  you  are  willing  to  settle  on  the  basis  of 
any  endowments  made  previous  to  the  enactment  of  this  program,  but 
anything  that  comes  in  after  the  enactment  can  be  deducted. 

Mr.  Mueller.  Sir,  the  practical  fact  of  the  matter  is  that  I  question 
seriously  whether  anything  since  the  date  of  the  enactment  would  be 
donated  on  a  special-purpose  basis.  I  think  it  would  be  an  excel- 
lent aid  in  helping  hospitals  to  be  able  to  raise  moneys  of  this  type  if 
all  special-purpose  donations  were  excluded. 

On  the  other  hand,  if  I  do  not  choose  to  approve  current  donations 
it  won't  affect  the  reimbursement  under  the  act  because  I  do  not  think 
people  will  give  money  on  this  basis  with  that  type  of  regulation. 

The  Chairman.  But  we  do  want  them  to  continue  to  make  special 
donations  and  endowments. 

Mr.  Mueller.  I  think  it  would  be  very  desirable.  If  I  may  give  one 
example,  and  this  again  is  a  matter  of  regulation  not  law,  I  under- 
stand from  reading  one  of  the  recent  interpretations  that  have  come 
out  of  one  of  the  Blue  Cross  plans  that  a  produce  merchant  who 
wished  to  donate  some  produce  in  kind,  potatoes  or  cabbage,  whatever 
it  might  have  been,  to  the  hospital  did  so  but  it  was  stipulated  that 
this  particular  produce  would  have  to  be  treated  as  a  special-purpose 
donation  and,  therefore,  the  effect  of  giving  the  produce  was  that  he 
gave  30  percent  of  it  to  the  medicare  plan. 

It  is  my  contention  that  even  when  special-purpose  donations  of 
this  type  are  given  they  should  be  given  for  the  use  of  the  hospital 
as  a  whole  and  should  not  be  used  to  offset  reasonable  cost. 

The  Chairman.  Let  me  go  to  this  matter  of  the  guide  issue  that 
was  put  out  by  your  organization  last  August  in  which  you  said  that 
nonprofit  hospitals  had  total  revenues  exceeding  patient  care  costs 
by  4  percent. 

Do  you  have  any  information  today  as  to  how  this  percentage  has 
been  affected  by  the  medicare  program? 

Dr.  Crosby.  I  would  say  we  don't  have  any  real  information  on 
that,  Mr.  Chairman. 

The  Chairman.  How  soon  can  you  have  it? 

Dr.  Crosby.  We  think  May,  according  to  the  studies  we  are  doing 
now.    (See  p.  751.) 
The  Chairman.  May? 
Dr.  Crosby.  May. 
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The  Chairman.  Can't  you  get  two  more  people  to  study  it  and  get 
it  in  before  then? 

I  think  it  is  important.  I  think  it  has  a  direct  bearing  on  

Dr.  Crosby.  One  of  the  problems  of  course  

The  Chairman.  What  we  do  here. 

Dr.  Crosby.  Is  that  there  has  been  no  closing  of  any  of  the  hospitals 
yet,  even  the  ones  that  closed  on  September  30.  There  have  been  no 
closings  so  we  just  don't  know  what  the  effect  is. 

The  Chairman.  For  the  purpose  of  this  record  define  what  you  mean 
by  closing. 

Dr.  Crosby.  The  closing  of  their  books. 

The  Chairman.  That  is  what  I  thought.  I  wanted  to  distinguish. 
I  don't  want  people  who  read  the  record  later  to  think  we  were  talking 
about  cessation  of  operations. 

Mr.  Cartmill,  on  page  11  of  your  statement,  which  I  did  get  to  hear, 
what  do  you  mean  when  you  say : 

We  hope  that  the  basic  improvements  made  by  the  Congress  will  not  be  removed 
in  the  amendments  now  being  proposed  for  the  program. 

Mr.  Cartmill.  I  am  sorry.    It  is  page  what? 

The  Chairman.  Page  11.  It  is  with  respect  to  title  19.  It  is  on 
page  11  of  this  mimeograph  that  I  have  before  me.  It  is  in  the  first 
partial  paragraph  on  that  page.    You  say : 

Therefore,  this  program  is  of  very  great  importance  to  hospitals.  We  feel  the 
Congress  made  some  very  important  changes  in  respect  to  the  provisions  of  health 
services  to  needy  persons,  and  we  supported  them.  We  hope  that  the  basic  im- 
provements made  by  the  Congress  will  not  be  removed  in  the  amendments  now 
being  proposed  for  the  program. 

What  do  you  mean? 

Mr.  Cartmill.  The  general  scope  of  the  amendments  now  being 
proposed  I  think  lies  

The  Chairman.  You  mean  to  say  that  you  don't  want  us  to  cut  back 
any  of  the  Federal  participation  under  title  19  ? 

Mr.  Cartmill.  No,  I  wouldn't  say  that,  sir,  but  I  think  whatever  may 
be  the  necessity  to  cut  back,  the  basic  components  of  the  support  of  this 
category  of  patient  will  not  be  seriously  jeopardized. 

The  Chairman.  You  mean  that  we  maintain  support  at  whatever 
levels  we  finally  decide  for  those  people  who  are  presently  encompassed 
within  the  program  ?    Is  that  what  you  are  saying  ? 

Mr.  Cartmill.  Yes,  sir. 

The  Chairman.  Fine.  I  just  wanted  to  be  certain.  I  appreciate 
very  much  your  responses  to  my  questions.  I  know  there  are  other 
questions.    Mr.  Byrnes. 

Mr.  Byrnes.  Your  testimony  put  considerable  emphasis  on  the  prob- 
lems related  to  the  RCC  method.  Has  that  method  been  carried  over 
into  title  19  also? 

Mr.  Mueller.  I  am  not  knowledgeable  on  that. 

Mr.  Williamson.  No,  it  hasn't.    Not  yet. 

Mr.  Byrnes.  I  got  the  impression  though,  that  you  thought  it  might 
be  applied  under  title  19.  Since  the  patients  over  65  are  segregated 
for  purposes  of  applying  the  RCC  method,  the  same  procedure  might 
be  followed  for  children  and  other  patients  under  65. 

Is  that  what  you  are  concerned  about? 
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Mr.  Williamson.  That  is  right ;  yes,  sir. 

Mr.  Byrnes.  If  we  extend  coverage  to  the  disabled  on  the  same 
basis  a  new  cost  accounting  would  have  to  be  developed  in  order  to 
apply  the  KCC  method,  to  the  various  categories  of  disabled  patients. 
Their  problems,  according  to  testimony  we  received  the  other  day,  may 
be  different  from  the  general  problem  of  those  over  65. 

Dr.  Crosby.  That  is  correct,  Mr.  Byrnes.  What  we  have  felt  from 
the  very  beginning  and  talked  to  the  Administration  about  is  that 
whatever  method  you  use  for  one  group  of  patients  you  have  to  use 
for  the  other,  so  we  say  that  you  should  use  average  per  diem  through- 
out the  title  18,  title  19,  the  disabled  and  so  forth. 

Mr.  Byrnes.  That  is  what  I  was  thinking.  If  we  do  adopt  your 
proposal  for  using  the  average  per  diem  basis,  we  would  also  eliminate 
difficulties  that  you  foresee  in  the  future  in  connection  with  title  19 
cases — aid  to  dependent  children,  aid  to  the  blind,  and  so  forth. 

Dr.  Crosby.  That  is  right. 

Mr.  Byrnes.  We  would  also  avoid  the  problem  that  we  will  be  con- 
fronted with  if  we  cover  the  disabled  under  the  same  regulations  that 
are  now  in  existence  for  the  over  65. 

Dr.  Crosby.  That  is  right,  sir. 

Mr.  Byrnes.  If  we  moved  to  that  you  would  avoid  some  of  the 
definitional  problems  involved  in  the  phrase  "reasonable  cost."  You 
automatically  get  rid  of  that  big  area  you  referred  to  as  needing 
redefining. 

Mr.  Mueller.  Yes,  sir,  this  would  be  one  of  the  things  that  would  be 
helpful  in  that  connection.  It  wouldn't  eliminate  the  other  problems, 
but  it  would  be  helpful. 

Mr.  Byrnes.  Thank  you. 

Mr.  Freitag.  Mr.  Byrnes,  may  I  comment  briefly  on  what  you  said 
about  RCC  ?  I  think  you  should  be  aware  of  the  practicalities  of  the 
situation  of  applying  RCC.  I  believe  my  figures  are  reasonably  cor- 
rect that  there  are  approximately  2,900  hospitals  in  the  United  States 
that  are  under  100  beds.  This  same  application  of  this  very  compli- 
cated formula  has  been  made  to  these  hospitals  as  has  been  made  to  the 
large  hospitals. 

The  additonal  costs  incurred  in  just  keeping  these  records  is  fan- 
tastic. Many  of  them  do  not  have  qualified  people  within  their  walls 
to  do  this.  We  have  to  hire  outside  help  at  additional  cost.  The  addi- 
tional costs  of  auditing  as  is  required  under  the  act  will  be  substantial 
under  RCC  as  compared  with  what  they  would  have  been  under  an 
average  cost. 

I  think  all  of  these  things  should  be  taken  into  consideration  in  these 
judgments. 

Mr.  Byrnes.  I  understand  the  serious  complications  that  are  in- 
volved in  the  RCC  method,  and  I  think  you  have  made  a  very  good 
case.  Of  course  during  all  the  original  proceedings  on  medicare  in 
1965  I  expressed  the  fear  we  would  have  trouble  if  we  made  the  cost 
the  basis  of  payment.  It  seemed  to  me  that  something  like  reasonable 
charge  would  be  a  better  way  of  proceeding.  That  is  the  definition 
used  for  reimbursing  the  physician. 

I  never  could  understand  why  the  Government  insisted  on  cost  ac- 
counting every  penny  it  paid  to  hospitals.   That  is  what  we  are  now 
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doing  and  what  is  causing  the  problems.  You  won't  know  how  se- 
rious your  problems  are  until  some  audits  are  performed  after  the 
closing  of  the  hospital's  books.  You  haven't  reached  that  stage  yet, 
have  you  ? 

Mr.  Williamson.  No,  sir. 

Mr.  Mueller.  No,  sir. 

Mr.  Byrnes.  You  have  a  little  work  coming  along  then,  haven't 
you? 

Mr.  Mueller.  Yes,  sir.  We  will  be  quite  active  in  the  next  year 
or  so. 

Mr.  Byrnes.  That  is  all,  Mr.  Chairman. 
The  Chairman.  Any  further  questions? 
Mr.  S chneebeli .  Mr.  Chairman. 
The  Chairman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  I  would  just  like  to  note  that  I  am  very  apprecia- 
tive of  this  fine  presentation  and  I  think  it  is  one  of  the  most  profes- 
sional jobs  I  have  ever  heard.  The  coverage  I  think  has  been  most 
complete  and  adequate  and  I  thank  the  American  Hospital  Associa- 
tion for  the  excellent  information  given  to  our  committee. 

The  Chairman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  add  my  appreciation  too.  I  think 
you  have  made  a  good  and  compelling  case  for  your  side  of  the  argu- 
ment and  I  am  very  interested  in  listening  to  Social  Security  defend* 
themselves. 

Is  there  any  cost  connected  with  internal  thefts  within  a  hospital? 
Do  you  have  a  cost  set  up  for  this?  Is  it  increasing,  decreasing,  or 
what? 

The  Chairman.  Thefts  by  persons.    Is  that  it? 

Mrs.  Griffiths.  Yes.  Let  me  give  an  example.  A  young  woman 
who  is  a  dietitian  went  to  work  one  morning  at  5  o'clock  in  the  best 
hospital  in  my  district.  She  counted  the  incoming  filets.  There 
were  400  at  $2  a  steak.  When  she  left  the  hospital  she  went  back  and 
recounted  them.  There  were  four  left.  She  then  checked  the  orders 
and  there  were  only  four.  Three  hundred  and  ninety-two  steaks  dis- 
appeared at  $2  a  steak. 

Mr.  Mueller.  Mrs.  Griffiths,  I  think,  if  I  may  comment  on  that  just 
for  a  moment,  that  probably  the  incidence  of  employee  and  other  pil- 
ferage in  hospitals  is  probably  no  greater,  no  less,  than  it  is  in  any 
other  of  our  institutions  and  the  temptations  that  apply  to  hospital 
personnel  apply  similarly  in  other  aspects  of  our  industry.  I  don't 
have  any  figures  on  it,  but  I  am  certain  that  things  such  as  you  indicate 
do  happen.  We  try  to  place  controls  over  them  to  assure  ourselves  that 
they  do  not  happen  to  any  great  extent. 

Mrs.  Griffiths.  You  don't  know  if  it  is  going  up  or  down  ? 

Mr.  Mueller.  I  haven't  the  faintest  idea. 

The  Chairman.  Any  further  questions  of  these  very  fine  witnesses  ? 
If  not,  gentlemen,  I  want  to  thank  you  too  for  your  presentation.  You 
did  an  excellent  job. 

Mr.  Eppert.  Mr.  Chairman. 

The  Chairman.  Yes,  Mr.  Eppert. 

Mr.  Eppert.  We  have  a  figure  that  was  developed  yesterday  that 
you  might  like  to  have  on  this  discussion  of  depreciation  on  a  replace- 
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ment  basis.  In  the  nonprofit  hospitals  there  are  in  excess  of  a  half 
million  beds,  but  just  using  a  round  figure  of  500,000  beds,  the  re- 
placement cost  per  bed  today  is  right  at  $30,000. 

The  Chairman.  What  was  it  3  or  4  years  ago  ? 

Mr.  Eppert.  We  had  that  figure. 

Mr.  Williamson.  $25,000,  4  years  ago. 

Mr.  Eppert.  And  10  years  ago  it  was  much  less  than  that. 

Mr.  Williamson.  $18,000  to  $20,000. 

Mr.  Eppert.  The  point  is  in  the  nonprofit  hospitals  today  the  total 
assets  in  plant  and  equipment,  which  is  what  we  are  talking  about, 
and  depreciation,  is  $9  billion.  If  yonu  multiply  30,000  times  500,000 
beds  you  come  out  with  $15  billion,  so  on  a  straight  line  depreciation 
basis,  on  the  basis  of  present  cost  of  replacement,  we  are  40  percent 
deficient  in  our  depreciation  cash  flow  so  far  as  replacement  is  con- 
cerned. 

The  Chairman.  Thank  you  very  much  for  that  additional  infor- 
mation. Again  we  thank  you  gentlemen  for  coming  to  the  committee 
and  being  as  helpful  with  this  problem  as  you  have.  You  have  been 
most  helpful.  Thank  you  very  much. 

Mr.  Cartmill.  Mr.  Chairman,  we  thank  you,  sir. 

The  Chairman.  Mr.  Broyhill. 

Mr.  Broyhill.  Mr.  Chairman,  testimony  by  American  Hospital 
Association  witnesses  and  others  before  the  committee  indicates  that 
spiraling  health  care  costs — particularly  hospitalization — is  threaten- 
ing the  already  precarious  financing  of  the  present  medicare  program. 
These  rising  costs  make  it  certain  that  we  are  going  to  be  faced  with 
the  difficult  decision  of  raising  additional  taxes  to  finance  benefits  al- 
ready on  the  books  or  of  diverting  revenues  from  the  cash  benefit  trust 
fund  to  the  medicare  trust  fund. 

We  have  been  told  that  (1)  the  cost  of  hospital  care  across  the  Nation 
is  expected  to  average  almost  $58  a  day  by  September  and  to  level 
off  at  $75  in  3  to  5  years;  (2)  medicare  patients  are  staying  in  hos- 
pitals longer  than  the  previous  average  stay  by  an  aged  person ;  and 
(3)  hospitals  are  being  forced  to  charge  other  patients  for  part  of  the 
hospital  service  the  Federal  Government  requires  without  adequate 
payment  for  its  medicare  patients. 

I  want  to  make  it  abundantly  clear  that  I  am  not  opposing  the  pro- 
viding of  adequate  medical  care  for  our  senior  citizens.  All  of  us 
should  be  interested  in  doing  everything  we  possibly  can  to  improve 
their  situation.  But  the  question  was  when  we  originally  considered 
medicare,  and  the  question  ramains  with  us  today,  whether  or  not  the 
medicare  approach  was  the  most  efficient  and  equitable  way  of  financ- 
ing the  system  making  certain  that  abuse  and  waste  is  prevented. 

Mr.  Chairman,  it  is  a  cause  of  genuine  concern  that  the  medicare 
program,  which  has  now  been  in  operation  for  less  than  a  year,  should 
already  prove  to  be  underfinanced ;  it  is  a  cause  of  genuine  concern  that 
our  cost  estimates  made  as  recently  as  2  years  ago  for  a  program  in- 
tended to  endure  in  perpetuity  have  proved  to  be  sharply  short  of  the 
mark. 

This  shocking  disclosure  of  gross  error  in  estimating  costs  for  the 
few  months  the  medicare  program  has  been  in  effect  places  a  disturb- 
ing shadow  of  doubt  on  the  administration's  current  financing  pro- 
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posals  for  the  new  and  expanded  benefits  now  being  studied  by  the 
Congress. 

While  the  realization  of  error  in  estimating  medicare  costs  comes  as 
a  disappointment  to  all  of  us,  it  was  clearly  foreseeable  2  years  ago 
that  health  costs  would  spiral  under  medicare  and  we  would  be  threat- 
ened with  the  very  problem  we  face  today. 

In  the  separate  views  I  filed  in  the  committee  report  in  March  1965, 
I  pointed  out  that  inclusion  of  service  benefits  under  social  security 
would  jeopardize  the  soundness  of  the  program,  that  the  program 
would  prove  to  be  underfinanced,  and  that  these  defects  would  be 
aggravated  by  the  certain  expansion  of  the  program  once  it  was  started. 
k.t  that  time  I  predicted  we  would  wind  up  robbing  one  trust  fund  to 
provide  temporary  solvency  to  another.  It  was  for  this  reason  that  I 
and  a  number  of  our  colleagues  sponsored  the  so-called  eldercare  pro- 
posal so  as  not  to  jeopardize  the  solvency  of  the  system. 

I  assume  we  can  depend  on  a  painless  way  proposal  from  the  ad- 
ministration to  relieve  this  underfinancing  problem,  by  diverting  funds 
from  the  cash  benefit  trust  account  to  the  health  care  trust  fund.  A 
similar  device  was  followed  in  1965  to  rescue  the  disability  trust  fund 
from  insolvency,  but  I  warn  against  continuing  this  practice.  A  day 
of  reckoning  must  come. 

Mr.  Chairman,  as  part  of  my  remarks  I  would  like  to  include  in  the 
record  of  this  hearing  excerpts  from  the  separate  views  I  filed  in  the 
committee  report  in  March  1965 : 

Excerpts  From  Additional  Separate  Views  of  Representative  Joel  T. 
Broyhill,  Pages  258-264,  House  Report  No.  213,  March  29,  1965,  89th  Congress 

a 

"(4)  Medicare  would  for  the  first  time  inject  into  our  OASDI  system  service 
benefits  as  distinguished  from  predeterminable  cash  benefits  with  the  conse- 
quence that  unpredictable  costs  and  overutilization  would  jeopardize  the  sound- 
ness and  acceptability  of  the  social  security  program  as  well  as  necessitate  a 
vast  and  costly  expansion  of  health  care  facilities. 

"(5)  The  Consensus  of  nongovernmental  actuaries  experienced  in  health 
insurance  matters  hold  that  the  medicare  program  is  under-financed;  .  .  . 

"(6)  The  economic  thrust  of  the  higher  employment  taxes  .  .  .  problem  would 

be  further  aggravated  by  the  certain  expansion  of  the  program  once  started." 
«c 

"(4)  The  eldercare  proposal  would  neither  interfere  with  nor  endanger  the 
established  concept  of  confining  OASDI  benefits  to  cash  payments  and  would 
avoid  the  risky  adventure  of  service  benefits — an  adventure  that  is  failing  in 
virtually  every  other  major  country. 

"(5)  The  eldercare  proposal  would  not  require  the  imposition  of  higher 
regressive  payroll  taxes  and  it  would  not  jeopardize  the  actuarial  status  of  the 
present  OASI  system." 

(The  following  material  was  received  by  the  committee:) 

American  Hospital  Association, 

Washington,  D.C.,  April  13,  1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Mills  :  In  accordance  with  your  request  of  March  8,  1967  upon  the 
occasion  of  our  appearance  before  the  Committee  on  the  bill  H.R.  5710  there  is 
attached  as  Item  A  a  summary  presenting  the  various  methods  used  by  the  Blue 
Cross  plans  to  recognize  financial  needs  for  hospitals.  This  summary  is  a  result 
of  a  survey  made  in  1964  by  the  Blue  Cross  Association  of  reimbursement 
methods  of  Blue  Cross  plans  up-dated  for  the  most  part  whenever  changes  have 
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been  received.  Dollar  comparison  information  between  various  reimbursement 
formulas  and  Medicare  is  notably  lacking  because  of  the  difficulty  in  interpreting 
the  wide  variety  of  third  party  formulas  developed  on  the  basis  of  local  nego- 
tiation, the  general  absence  of  record  keeping  for  specific  dollars  received  from 
numerous  insurance  companies  by  each  hospital,  and  the  sparsity  of  fiscal-year 
financial  closing  and  retroactive  adjustments  to  providers  for  Medicare  services. 

The  attached  summary  of  reimbursement  formulas  of  Blue  Cross  is  based  upon 
the  review  of  76  plan  contracts  which  are  the  result  of  local  independent  nego- 
tiation between  hospitals  and  each  plan.  Some  50  Blue  Cross  plans  reimburse 
on  a  cost  oriented  basis  and  the  remainder  reimburse  on  a  charge  oriented  basis. 
An  analysis  of  this  summary  shows  that  more  than  two-thirds  of  the  plans  to 
reimburse  hospitals  on  a  basis  which  allows  hospitals  to  recover  more  than  the 
expenses  of  operation  (including  depreciation  primarily  on  an  historical  cost 
basis).  These  reflect  different  ways  of  meeting  the  American  Hospital  Asso- 
ciation's Principles  of  Reimbursement  through  local  determination. 

Comparison  of  the  net  effect  of  reimbursement  of  hospitals  by  the  plans  is 
difficult  beacuse  of  the  numerous  variations  in  control  by  the  formula,  treatment 
of  direct  payment  by  patients,  accomplishment  of  computations,  and  inclusion 
of  allowable  costs  in  reimbursement.  Further  complications  are  added  by  the 
wide  variety  of  benefit  patterns  that  exist  between  plans  and  even  within  plans. 
For  example,  subscriber  benefits  are  provided  for  group  coverage,  comprehensive 
plans,  and  non-group;  each  of  these  may  contain  various  inclusions  and  exclu- 
sions. '  Direct  payment  is  necessary  by  subscribers  for  some  hospital  services 
depending  on  type  of  contract  and  accommodation  used.  This  summary  ex- 
plains in  a  general  way  the  methods  of  reimbursement  employed  but  does  not 
completely  explain  the  dollar  amount  of  reimbursement  to  hospitals  in  light  of 
the  many  permutations  -and  combinations  of  other  factors  mentioned  above. 
Furthermore,  the  data  is  always  in  a  fluid  situation  inasmuch  as  plans  are  con- 
stantly reviewing  arrangements  with  hospitals. 

The  Medicare  program  offered  a  single  national  benefit  program  for  the  first 
time.  It  was  to  this  pattern  we  addressed  ourselves  in  our  consultations  with 
Congress  and  the  Administration.  We  felt  that  the  AHA  Principles  of  Reim- 
bursement were  particularly  applicable  to  this  program  because  the  principles 
had  been  developed  to  express  the  economic  needs  which  must  be  met  through 
reimbursement  to  provide  continuing  effective  hospital  services  for  beneficiaries. 
This,  we  felt  was  the  intent  of  Congress  and  our  March  8  testimony  reiterated 
the  principles  applicable  to  an  effective  national  program. 

Medicare  reimbursement  unlike  many  existing  benefit  and  reimbursement 
programs  combines  a  national  standard  of  benefits  with  recognition  of  costs  and 
operation.  It  has  been  the  intent  of  AHA  to  make  reimbursement  under  Medicare 
cover  to  the  extent  possible  a  fair  share  of  total  operating  expenses.  We  do 
not  believe  that  this  intent  has  been  met  as  yet  because  of  deductibles  and  co- 
pay  necessitated  by  budget  allowances.  Nor  do  we  believe  that  economic  needs  of 
institutions  have  been  fully  met. 

Virtually  all  of  the  commercial  medical  insurance  coverage  for  patients  is  on 
an  indemnity  basis.  As  a  consequence,  hospitals  are  reimbursed  by  the  patients, 
and  the  insurance  companies  (when  the  bill  is  assigned  to  the  hospital)  on  the 
basis  of  established  charges.  In  essence  the  commercially  insured  patient  is  the 
same  as  a  self  pay  patient  who  pays  a  charge  that  reflects  the  full  financial  needs 
of  the  hospital  as  described  in  the  American  Hospital  Association  document, 
Factors  to  Evaluate  in  the  Establishment  of  Hospital  Charges.  This  document 
together  with  a  copy  of  our  Statement  on  Reimbursement  is  attached.  Collec- 
tions at  charge  rates  must  be  made  from  these  patients  for  deductibles,  coinsur- 
ance, and  non-covered  benefits  and  for  insurance  covered  benefits  when  not  as- 
signed. The  same  financial  needs  contained  in  the  AHA's  Principles  of  Reim- 
bursement are  applicable  to  the  charges. 

Some  studies  are  being  conducted  in  South  Carolina,  Virginia,  and  Con- 
necticut on  collection  of  income.  All  data  is  not  yet  analyzed,  but  preliminary 
indications  are  that  Blue  Cross  provies  the  highest  level  of  payment  to  hospitals 
whether  compared  to  charges  or  cost  related  reimbursement. 

Because  of  the  short  passage  of  time  since  the  inauguration  of  Medicare  and 
the  inability  of  the  hospitals  in  this  period  to  have  completed  the  closing  of  their 
accounts,  we  have  been  unable  to  review  in  any  great  detail  the  hospitals  experi- 
ence with  Medicare.  This  has  resulted  to  a  great  degree  from  the  delay  by  the 
Social  Security  Administration  in  providing  paid  claims  tapes  required  to  be 
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used  by  hospitals  in  their  annual  reimbursement  calculations.  Because  of  this 
delay  hospitals  were  unable  to  file  their  annual  statements  for  retroactive  adjust- 
ments with  the  intermediaries  until  some  time  in  March.  The  lack  of  the  data 
tapes  has  slowed  down  the  potential  for  analysis  of  Medicare  reimbursement, 
however  some  estimates  were  made  of  economic  effects  in  California  on  the  basis 
of  the  first  few  months  experience.  Also,  we  are  receiving  preliminary  informa- 
tion from  other  sources  who  have  had  an  opportunity  to  consider  their  early 
results  that  the  current  reimbursement  provisions  do  not  adequately  cover  the 
hospitals  cost. 

You  may  be  sure  of  our  real  desire  to  review  the  completed  results  of  the  hos- 
pitals experiences  with  Medicare.  To  ascertain  the  details  of  the  economic  im- 
pact of  the  Medicare  program  we  have  asked  the  hospitals  to  provide  us  with 
copies  of  the  annual  statements  for  retroactive  adjustments  filed  with  the  inter- 
mediaries by  April  10  and  those  which  will  be  filed  up  to  April  30.  While  we 
evidently  will  be  unable  to  furnish  any  composite  report  on  a  national  basis  in 
the  near  future,  we  would  hope  to  be  able  to  report  to  you  promptly  the  results 
found  in  individual  instances.  You  also  asked  during  the  course  of  the  hearings 
that  we  furnish  you  current  information  on  the  over-all  income  and  expenses  of 
the  hospitals.  This  information  has  now  been  reported  by  the  hospitals  and  is 
currently  being  processed  for  the  forthcoming  Guide  Issue  of  The  Journal  of 
The  American  Hospital  Association.  It  is  our  hope  that  this  information  will 
be  collated  and  in  meaningful  form  sometime  early  in  May.  We  will  provide 
you  a  copy  as  promptly  as  possible. 

May  I  again  express  our  real  appreciation  for  your  courtesy  at  the  hearings, 
and  our  desire  to  be  of  any  possible  assistance  to  the  Committee  in  connection 
with  its  deliberations  of  H.R.  5710. 
Sincerely  yours. 

Kenneth  Williamson,  Director. 

Item  A — Summary  of  Data  on  Recognition  of  Hospital  Financial  Needs  in 
Blue  Cross  Payment  Formulas 

Data  collected  in  1964  by  BCA,  updated  subsequently  whenever  changes  become 
known : 

75  U.S.  Blue  Cross  Plans  : 
52  cost  oriented. 
23  charges  oriented. 
Of  the  52  cost  oriented  Plans — 

35  recognize  depreciation  as  cost  on  historic  basis. 

3  recognize  depreciation  as  cost  on  replacement  basis. 

8  recognize  a  factor  in  lieu  of  depreciation  as  a  cost. 

6  may  recognize,  but  do  not  specifically  mention,  depreciation  as  a  cost. 
Of  the  35  Plans  which  recognize  depreciation  on  historic  basis — 
5  have  limits  on  allowable  depreciation. 

20  pay  an  additional  "unearmarked"  factor  over  defined  cost,  all  but  3  pay 
this  factor  on  a  percentage  of  cost  up  to  10  per  cent. 

13  do  not  pay  an  additional  "unearmarked"  factor,  but  of  these  some  recog- 
nize bad  debts. 

All  35  have  a  ceiling  based  on  charges  of  which  eight  are  less  than  100%  of 
charges. 

Of  the  3  Plans  which  recognize  depreciation  on  replacement  basis,  one  pays  an 
additional  "unearmarked"  factor  of  6%. 

Of  the  8  plans  that  recognize  a  factor  in  lieu  of  depreciation  as  a  cost, 

4  pay  additional  "unearmarked"  factor  over  defined  cost  of  up  to  8%. 

4  do  not  pay  an  additional  "unearmarked"  factor,  but  of  these  2  recognize 
bad  debts  as  a  cost. 

All  8  have  a  ceiling  based  on  charges  of  which  one  is  less  than  100%  of 
charges. 

Of  the  5  Plans  that  do  not  recognize  depreciation  as  a  cost — 

All  pay  an  additional  "unearmarked"  factor  over  cost  from  7  to  11%. 
All  have  a  ceiling  based  on  charges  of  which  one  is  less  than  100%  of 
charges. 

Of  the  26  charges  oriented  Plans  

9  have  a  ceiling  less  than  100%  of  charges  ranging  down  to  94%. 

21  require  advance  notice  of  increases  in  charges. 

13  require  cost  information  to  be  submitted  to  justify  charges. 
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Statement  on  Reimbuksement 
(Approved  by  Board  of  Trustees,  Aug.  28,  1965) 

PREAMBLE 

The  hospital  system  in  the  United  States  has  been  created  by  multiple  interests 
and  agencies  but  carries  a  strong  precedent  of  creativity  through  voluntary 
action.  It  must  be  remembered  that  the  hospital  system  in  the  United  States  is 
characterized  by  a  diversity  of  ownership,  government  (local,  state,  and  federal), 
nonprofit  voluntary  (community  or  religious  sponsored),  and  proprietary.  Fin- 
ancing for  hospital  service  is  provided  through  direct  payment  by  the  patient, 
taxation,  nonprofit  hospital  service  plans,  and  insurance.  To  some  extent  the 
acceptance  of  varying  financial  arrangements  depends  on  the  ownership  and 
sponsorship  of  hospitals. 

The  object  of  every  hospital  is  to  provide  services  of  the  quality  and  quantity 
needed  by  the  public  it  serves.  It  is  essential  that  hospitals  receive  sufficient 
revenues  to  meet  their  current  as  well  as  future  needs  in  order  that  they  may 
fulfill  this  objective.  The  stewardship  responsibility  for  the  operation,  preserva- 
tion and  development  of  hospitals  is  vested  in  a  governing  body  charged  with 
the  establishment  of  policy  and  control  in  keeping  with  the  hospital's  funda- 
mental purpose  of  achieving  and  maintaining  optimum  health  care.  In  the  total 
sense  of  exercising  stewardship  responsibilities  and  in  the  effective  organiza- 
tion, management,  and  control  of  hospitals,  the  governing  body,  administration 
and  medical  staff  share  interrelated  responsibilities. 

The  community  in  turn  must  recognize  that  the  provision  of  optimum  health 
care  is  influenced  by  various  conditions  such  as  physical  structure,  availability 
of  skilled  personnel,  availability  of  adequate  financing  and  many  others.  These 
factors  vary  with  size,  location  and  primary  purposes  of  a  hospital.  Other  ele- 
ments in  the  cost  pattern  of  a  hospital  are  the  extent  of  research  and  educa- 
tional programs  being  carried  out  in  its  joint  pursuit  of  the  goal  of  optimum  care 
and  community  service. 

Ultimate  responsibility  for  control  of  operating  cost  is  best  exercised  by  the 
governing  body  through  policy  and  guidelines  developed  to  meet  the  financial 
need.  The  prerogative  of  determining  whether  expenses  may  or  may  not  be  in- 
curred cannot  be  exercised  by  other  than  the  responsible  governing  body,  be- 
cause this  could  adversely  affect  the  goal  of  optimum  care. 

In  order  to  serve  the  public  and  to  maintain  and  preserve  the  voluntary  sys- 
tem, hospitals  should  receive  remuneration  for  their  services  under  a  reimburse- 
ment program  designed  to  meet  the  total  fiscal  needs  of  an  ongoing  organiza- 
tion. It  must  be  recognized  that  the  community  responsibilities  of  hospitals 
create  income  needs  that  go  beyond  the  simple  recovery  of  out-of-pocket  expendi- 
tures. Some  of  the  specific  items  that  create  requirements  for  additional  income 
include  the  acquisition  and  replacement  of  physical  plant  and  equipment,  the 
need  for  adequate  working  capital,  the  conduct  of  educational  and  research 
programs,  and  the  provision  of  funds  to  provide  services  for  indigent  patients. 

A  hospital  must  demonstrate  financial  needs  based  on  efficient  and  economical 
operation  that  embodies  the  highest  standard  of  care  possible  within  the  facility's 
working  environment.  Uniform  principles  of  accounting  and  uniform  gathering 
of  statistics  should  be  followed  to  justify  need.  In  addition,  hospitals  should 
involve  themselves  in  areawide  planning  to  prevent  duplication  of  facilities  when 
such  duplication  will  lower  quality  of  care  and  increase  operating  cost  to  the 
community.  Further,  there  should  be  greater  integration  among  the  facilities 
designed  to  serve  the  various  aspects  of  total  community  health  needs,  such  as 
extended  care  and  psychiatric  units.  Finally,  it  should  be  the  joint  respon- 
sibility of  hospitals  and  the  medical  profession  to  administer  the  utilization  of 
beds  and  ancillary  services  so  that  their  efficient  use  is  assured  in  treating  the 
sick  and  injured  and  restoring  them  to  the  highest  possible  level  of  health. 

In  summary,  hospitals  are  institutions  of  public  trust.  In  the  administration 
of  the  trust,  the  governing  body  must  attend  to  the  quality  and  quanity  of  care 
as  well  as  assure  the  public  of  economical  and  efficient  operation.  It  can  only 
uphold  these  responsibilities  through  sound  fiscal  operation.  In  turn,  the  gov- 
erning body  has  the  right  to  expect  that  all  purchasers  of  hospital  services  will 
accept  the  responsibility  of  adequately  meeting  current  and  future  financial 
needs. 
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ENDORSEMENT  OF  PRINCIPLES  OF  PAYMENT  FOR  HOSPITAL  CARE 

The  first  edition  of  the  Principles  of  Payment  for  Hospital  Care  was  approved 
by  the  House  of  Delegates  of  the  American  Hospital  Association  in  1953.*  In 
1961  a  special  study  led  to  a  reappraisal  and  clarification  of  their  basic  substance. 
They  were  slightly  modified  again  in  1963. 

From  this  brief  background,  several  observations  can  be  drawn. 

1.  The  principles  have  withstood  the  buffeting  of  an  extended  period  of  con- 
stant change  brought  about  by  the  development  and  growth  of  hospitals  and 
their  subsequent  accelerated  financial  needs. 

2.  The  principles  themselves  have  not  been  allowed  to  remain  static,  but  have, 
in  light  of  changing  attitudes  and  conditions,  been  subject  to  repeated  re- 
evaluation. 

3.  Such  reevaluation  has  resulted  only  in  minor  modifications. 

Therefore,  the  American  Hospital  Association  looks  to  the  Principles  of  Pay- 
ment for  Hospital  Care  as  its  basic  document  in  establishing  its  position  regard- 
ing reimbursement  to=  hospitals  for  services  that  they  provide. 

The  Principles  of  Payment  for  Hospital  Care  set  forth  standards  of  adequacy 
and  equity  for  reimbursement  to  hospitals. 

INTRODUCTORY  COMMENT 

"The  growth  of  programs  by  which  third-party  agencies  pay  hospital  bills 
for  groups  of  beneficiaries  has  raised  important  questions  as  to  the  amounts 
which  should  be  paid  to  hospitals  for  care.  Individual  patients  require  different 
services  and  individual  hospitals  establish  different  regular  charges  for  nomi- 
nally similar  services. 

The  differences  in  patient  needs  and  hospital  charges  require  special  agree- 
ments between  hospitals  and  third-party  agencies  whenever  the  former  agree 
to  furnish  specific  services,  and  the  latter  agree  to  make  payments  for  those 
services.  The  payments  must  be  adequate  in  total  and  equitable  among  hos- 
pitals. 

"The  third-party's  liability  to  a  hospital  may  be  merely  the  payment  of  a  cer- 
tain dollar  amount  (indemnity  or  cash  benefit)  toward  the  charges  for  services 
rendered.  Such  liability  does  not  require  a  contractual  arrangement  between 
the  hospitals  and  the  third-party  agencies,  except  for  such  matters  as  extension 
of  credit  to  patients  or  authority  to  make  payments  directly  to  the  hospitals. 

"Any  contract  to  provide  services  should  protect  a  hospital's  financial  interest 
and  its  program  of  public  service.  Payments  should  encourage  high  standards, 
administrative  efficiency,  institutional  freedom,  and  the  rendering  of  service  in 
the  interest  of  patient  welfare. 

"Two  broad  bases  are  available  for  developing  a  method  of  reimbursement 
of  hospitals  for  service  benefits,  namely,  the  'charges'  established  by  the  hos- 
pitals and  the  'costs'  incurred  by  them.  The  American  Hospital  Association 
publications,  Uniform  Chart  of  Accounts  and  Definitions  for  Hospitals1  and 
Cost  Finding  for  Hospitals,2  are  suggested  guides  for  the  determination  of  costs. 

"The  prevailing  sociologic  and  economic  factors  and  medicohospital  relation- 
ships in  a  given  area  determine  the  degree  of  success  or  failure  of  any  method 
of  payment  for  hospital  care.  Because  of  the  general  public  interest  in  hospital 
operations,  any  method  of  payment  which  enables  a  single  agency  to  control 
the  number  of  services  rendered  to  patients  and  the  charges  established  for 
such  services  is  undesirable.  Such  control  leads  to  interference  in  hospital 
management  and  can  affect  adversely  the  quality  of  care  rendered  to  patients. 
Therefore,  a  system  of  payment  which  permits  purchasers  of  large  quantities 
of  hospital  care  to  gain  control  of  hospital  management  is  to  be  avoided. 

"Payment  of  existing  charges,  as  established  from  time  to  time  by  each  insti- 
tution, requires  no  special  contractual  arrangement. 

"The  conferences  sponsored  by  the  American  Hospital  Association  and  attended 
by  representatives  of  both  hospitals  and  third-party  agencies,  made  only  passing 
reference  to  established  charges  as  the  basis  of  contract  payment  for  services 
in  hospitals.    The  conference  reports  expressed  the  view  that  reimbursement 


*Adopted  by  the  House  of  Delegates,  September  1953.  Revised  January  1962,  September 
1962.  and  August  1963. 

1  Uniform  Chart  of  Accounts  and  Definitions  for  Hospitals.  The  Association.  1959. 
173  p.  $2.25. 

2  Cost  Finding  for  Hospitals.    The  Association.    1957.    131  pp.  $3. 
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from  third  parties  should  not  exceed  the  total  amounts  charged  to  noncontract 
patients  receiving  similar  care  in  the  same  hospitals. 

"Under  the  principle  of  free  enterprise,  individual  full-pay  patients  would 
expect  to  pay  approximately  the  same  amounts  for  the  same  services  in  the 
same  community.  But  in  the  long  run,  established  charges  to  individual  patients 
cannot  be  expected  to  control  the  amounts  paid  by  large-scale  contractors  who 
guarantee  definite  payments  for  all  their  clients.  The  amount  paid  by  such  a 
contracting  agency  will  tend  to  equal  the  cost  of  the  services  rendered  to  its 
clients. 

"A  hospital  or  group  of  hospitals  must,  over  a  period  of  time,  be  reimbursed 
for  the  cost  of  services  which  they  provide.  Conversely,  all  responsible  third- 
party  contractors  should  be  prepared  to  pay  for  the  costs  of  services  furnished 
to  their  beneficiaries.  Many  problems  must  be  solved  in  the  application  of  this 
fundamental  principle. 

"Individual  hospitals  face  different  financial  problems.  But  they  must  deal 
with  contracting  agencies  as  a  group.  A  contractual  arrangement  within  a 
community  must  be  guided  by  equity  for  the  majority  of  hospitals  which  agree 
to  provide  service. 

"The  following  principles  of  payment  are  intended  to  outline  standards  of 
adequacy  and  equity  for  contract  payments  for  services  furnished  by  hospitals 
to  beneficiaries  of  third-party  agencies,,  such  as  Blue  Cross  Plans,  governmental 
bodies  and  other  organizations  which  engage  in  the  purchase  of  hospital  services 
on  behalf  of  groups  of  individuals." 

1.000     BASIS  FOR  PAYMENT 

1.000  "The  amount  and  method  of  payment  to  hospitals  should  be  such  as 
(1)  to  pay  fairly  and  adequately  for  services  purchased,  (2)  to  maintain 
essential  services,  and  (3)  to  encourage  the  development  of  higher  standards 
of  service  to  meet  the  needs  of  the  community. 

"Comment.  The  financing  of  hospital  care  requires  recognition  of  local  differ- 
ences in  the  financial  needs  of  hospitals.  The  economic  factors  which  influence 
nancial  solvency  vary  from  community  to  community.  The  methods  and  amounts 
of  reimbursement  should  recognize  the  financial  needs  of  the  hospital,  should 
permit  protection  of  capital  assets,  and  should  allow  for  the  orderly  implementa- 
tion and  expansion  of  necessary  health  services.  The  implemenation  and  expan- 
sion of  necessary  health  services  should  be  guided  through  area-wide  planning 
and  should  be  such  as  to  protect  the  public  from  construction  of  facilities 
unrelated  to  real  need,  and  should  limit  unnecessary  duplication.  The  hos- 
pital administrator,  the  governing  board,  and  the  medical  staff  must  have 
assurance  that  the  amount  and  method  of  payment  will  be  adequate  to  cover 
the  current  costs  of  providing  the  services  which  are  requisite  to  necessary  care, 
and  that  payments  can  be  adjusted  from  time  to  time  to  meet  the  cost  of 
expanded  and  improved  quality  of  care." 

Interpretation.  The  American  Hospital  Association  directs  attention  to  the 
comment  under  Principle  2.304,  which  recognizes  that  deficits  resulting  from 
bad  debts  and  the  net  loss  sustained  in  the  care  of  indigent  and  medically 
indigent  must  be  recovered  if  essential  services  are  to  be  retained.  The  comment 
under  Principle  2.304  establishes  the  appropriateness  of  including  these  items 
as  factors  of  reimbursement  under  Principle  1.100.  The  American  Hospital 
Association  also  recognizes  that  in  equitable  financing  there  is  need  for  working 
capital  and  funds  to  develop  higher  standards  of  service  to  meet  the  needs  of 
the  community. 

1.2000  "Agencies  purchasing  hospital  services  should  pay  the  cost  incurred 
in  providing  services  for  which  they  are  responsible  under  their  agreements  with 
hospitals.  Total  payments  to  a  hospital  for  such  services  for  an  accounting 
period  should  not  exceed  total  hospital  charges  for  these  services. 

"Comment.  Hospital  income  from  patients  whose  bills  are  the  responsibility 
of  a  third  party  should  equal  the  cost  incurred  by  the  hospital  in  providing 
a  high  quality  of  care.  The  term  cost  as  used  here  assumes  the  acceptance  of 
definitions  of  cost  in  the  succeeding  sections  of  this  report.  This  principle  also 
implies  that  both  parties  (agency  and  hospital)  are  agreed  as  to  contract  services 
that  are  to  be  provided  and  as  to  the  method  of  computing  the  contract  payments 
that  are  to  be  made." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 
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1.201  "A  hospital  should  apply  uniform  principles  for  determining  rates  of 
reimbursement  for  similar  services  for  third-party  agencies. 

"Comment.  The  formulas  used  for  establishing  contract  payments  by  third- 
party  agencies  should  be  applied  uniformly  for  all  such  organizations.  The 
amount  of  contract  payment  necessarily  will  vary  for  different  third-party 
agencies,  if  the  agencies  contract  to  pay  for  different  types  of  services  for  their 
beneficiaries.  The  most  important  principle  is  that  each  third-party  agency 
should  contract  to  pay  the  cost  of  whatever  services  are  agreed  upon." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  inter- 
pretation. 

1.202  "Third-party  agencies  should  not  be  expected  to  pay  for  that  portion  of 
the  cost  of  specific  cases  which  has  been  or  will  be  paid  for  from  other  revenues 
designated  for  such  cases. 

"Comment.  A  hospital  should  not  receive  income  for  the  same  service  from  two 
separate  sources.  A  hospital,  however,  should  not  be  expected  to  furnish  services 
below  cost  to  third-party  agencies  merely  because  it  receives  income  for  general 
purposes  from  some  other  source." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

1.203  "Established  charges  to  self-paying  patients  for  similar  services  and 
accommodations  should  be  based  upon  and  be  reasonably  related  to  the  cost. 

"Comment.  Where  established  charges  for  self-paying  patients  are  less  than 
cost,  it  is  difficult  to  justify  contract  payments  from  third-party  agencies  that 
are  based  on  cost.  Charity  and  other  allowances  should  be  granted  on  an  indi- 
vidual basis  and  should  not  be  a  factor  in  setting  charges.  It  is  not  practicable 
for  the  charge  for  every  item  of  service  to  reflect  its  individual  cost,  but  the 
composite  regular  charges  for  contract  service  should  at  least  equal  the  com- 
posite costs  of  such  care.  (Further  details  refer  to  the  Guiding  Policy  for  Hospi- 
tals in  Pricing  Their  Services  to  the  Public.3) " 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  inter- 
pretation. 

1.300  "Hospitals  which  are  paid  the  cost  of  services  they  render  to  bene- 
ficiaries of  third-party  purchasers  must  accept  the  obligation  of  making  available 
essential  facilities  and  a  high  quality  of  service,  with  due  regard  to  economy  and 
efficiency. 

"Comment.  Hospitals  which  are  paid  cost  must  assume  basic  obligations  to 
provide  essential  facilities  and  high  quality  service  at  minimal  expense  and 
maximal  operational  efficiency.  The  acceptance  of  this  principle  involves  both 
self-imposed  and  externally  applied  judgments  of  adequacy,  deficiency  or  extrava- 
gance of  hospital  administration." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpre- 
tation. 

1.400    "Rates  of  payment  should  reflect  current  hospital  costs. 

"Comment.  Rates  of  payment  should  be  related  directly  to  cost  in  the  period 
in  which  care  is  given,  insofar  as  administratively  possible.  A  procedure  for 
retroactive  adjustment  to  current  costs,  or  for  determining  an  acceptable  estimate 
of  current  costs,  should  be  mutually  agreed  upon.  This  principle  is  important  in 
that  hospital  costs  must  be  met  in  terms  of  current  price  and  wage  levels.  It  is, 
therefore,  in  the  interest  of  the  third-party  agency  and  the  hospital  to  devise  a 
method  by  which  costs  may  be  computed  and  payments  adjusted  promptly  to 
reflect  current  variations." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

1.500    "Payments  to  different  hospitals  for  the  same  service  may  differ. 

"Comment.  Hospitals  differ  in  physical  design,  equipment,  accessibility,  loca- 
tion, legal  responsibilities,  community  responsibilities,  medical  staff,  percentage 
of  utilization,  and  in  many  other  details.  For  these  reasons  hospitals  may  pro- 
vide comparable  quality  in  specific  patient  services  at  varying  unit  costs. 

"One**  hospital  frequently  is  unable  to  maintain  as  high  a  percentage  of  occu- 
pancy or  as  complete  utilization  of  diagnostic  facilities  as  another  institu- 


3  Guiding  Policy  for  Hospitals  in  Pricing  Their  Services  to  the  Public.  HOSPITALS, 
J.A.H.A.,  34  :  55  Aug.  16,  1960. 
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tion.  This  adversely  affects  costs.  But  even  the  resultant  higher  costs  may  be 
justified  because  of  the  need  for  stand-by  service  in  the  community." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.000     DETERMINATION  OF  REIMBURSABLE  COST 

2.100  "The  determination  of  reimbursable  cost  requires  acceptance  and  use  of 
uniform  definitions,  accounting,  statistics,  and  reporting. 

"Comment.  Any  systematic  payment  program  requires  an  orderly  procedure  of 
reporting  in  order  that  the  payment  program  may  be  administered  fairly  and 
expeditiously.  Hospitals  must  agree  to  provide  the  basic  information  neces- 
sary for  comparable  analysis  of  cost  and  equitable  distribution  of  payments 
for  third-party  purchasers.  Reimbursement  at  cost  by  third-party  agencies 
is  dependent  upon  their  knowledge  of  the  procedures  used  in  providing  the  data. 
Only  through  uniformity  of  records  and  reports  can  third-party  agencies  be 
assured  that  they  are  paying  for  similar  services  in  different  hospitals  on  com- 
parable bases." 

Interpretation.  '  1 1  The  American  Hospital  Association  recognizes  that  re- 
imbursement may  be  determined  without  the  use  of  cost  analysis  or  cost  finding. 
(2)  Uniform  records  and  reports  do  not  necessarily  require  identical  methods 
of  accounting. 

2.200  "The  American  Hospital  Association  publications.  Uniform  Chart  of 
Accounts  and  Definition*  for  Hospitals  and  Cost  Finding  for  Hospitals,  should  be 
used  as  guides  in  compiling  financial  and  statistical  data  and  in  allocating  and 
segregating  costs. 

Comment.  Official  standard  definitions,  accounting  procedures,  statistical  pro- 
cedures, and  methods  of  reporting  among  hospitals  are  those  described  in  the 
American  Hospital  Association  publications.  Uniform  Chart  of  Accounts  and 
Definitions  for  Hospitals  and  Cost  Finding  for  Hospitals.  Their  uniform  use, 
nationally,  will  contribute  to  better  accounting  by  the  hospitals  and  better  un- 
derstanding of  costs  and  cost  factors  by  third-party  purchasers." 

Interpretation.  The  publications  Uniform  Chart  of  Accounts  and  Definitions 
for  Hospitals  and  Cost  Finding  for  Hospitals  are  presently  being  revised.  Cer- 
tain groups  of  hospitals  have  used  the  publications  at  the  local  level  as  a  base 
and  by  revision  and  amplification  have  developed  them  into  effective  accounting 
tools.  The  American  Hospital  Association  is  of  the  opinion  that  these  manuals 
should  be  used  as  guides  in  the  development  of  a  reimbursement  program. 

2.300  "It  is  essential  that  the  principle  of  reimbursement  of  hospitals  at  cost 
be  embodied  in  a  reimbursable  cost  formula.  This  may  be  used  to  determine  the 
total  cost  of  operations  for  the  purpose  of  computing  a  general  average  cost  per 
inpatient  day  or  other  unit  of  service.  Such  an  average  cost  figure  should  be 
used  when  applicable  to  the  services  which  a  hospital  or  hospitals  agree  to  fur- 
nish. Under  other  circumstances  the  average  may  serve  as  a  basis  for  adjust- 
ment, up  or  down,  according  to  the  scope  and  content  of  an  agreement  with 
respect  to  cases  covered,  accommodations  used,  extent  of  services,  or  other  major 
considerations. 

"Attention  is  called  to  the  recommendations  indicated  in  2,301  to  2.311  with 
respect  to  certain  items  which  are  sufficiently  important  to  justify  special  men- 
tion for  inclusion  or  exclusion  in  the  computation  of  reimbursable  cost. 

"Comment.  An  average  per  diem  cost,  computed  under  a  reimbursable  cost 
formula,  should  be  used  to  establish  a  rate  of  payment  under  contractual  agree- 
ments with  third-party  agencies  when  the  patients  for  whom  a  contracting 
agency  is  responsible  are  average  for  the  hospital  concerned. 

"Patients  paid  for  by  specific  third-party  agencies  may  be  atypical  for  a  variety 
of  reasons.  For  example,  all  patients  might  be  hospitalized  for  obstetrical  care, 
and  reimbursable  cost  for  this  group  might  not  be  average  cost  for  all  patients 
in  the  hospital.  A  third-party  agency  might  wish  to  have  all  of  its  beneficiaries 
hospitalized  in  semiprivate  rooms  which  might  cost  more  than  average  cost, 
or  all  beneficiaries  of  another  agency  might  be  chronic  patients  requiring  long 
periods  of  hospitalization  with  relatively  small  amounts  of  special  services  at 
less  than  average  cost.  In  such  situations,  it  may  be  necessary  to  develop  more 
detailed  cost  data  or  other  factual  information  for  the  purpose  of  demonstrating 
the  extent  to  which  a  reimbursement  rate  should  deviate  from  the  overall  aver- 
age patient  day  cost." 
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Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further 
interpretation. 

2.301.  "Identifiable  expenditures  made  for  medical  research  purposes,  over  and 
beyond  the  usual  care  of  patients,  should  not  be  included  in  determining  reim- 
bursable cost  of  patient  care  and  services. 

"Comment.  Research  ultimately  results  in  better  patient  care;  its  benefits 
usually  are  derived  over  long  periods  of  time  and  are  not  always  of  direct  benefit 
to  patients  in  the  hospital  at  the  time  the  research  is  being  conducted.  It  is, 
therefore,  reasonable  that  such  desirable  pioneering  efforts  be  financed  from 
sources  other  than  the  patients  being  served  in  a  particular  hospital.  Such 
other  sources  might  be  eleemosynary  foundations,  philanthropic  contributors, 
and  tax-supported  agencies. 

"Those  paying  for  hospital  care  should  understand  that  the  quality  of  care 
in  any  hospital  is  improved  by  research  and  that  any  increased  cost  is  reflected 
in  better  care  because  of  the  incentive  provided  for  better  service  by  those  work- 
ing in  such  a  hospital." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.302  "In  determining  reimbursable  cost,  a  reasonable  amount  for  medical 
nursing  and  other  education  not  reimbursed  through  tuition,  or  through  scholar- 
ships, grants,  and  other  community  sources  is  a  legitimate  inclusion  in  the  interest 
of  continuing  to  upgrade  quality  of  service  to  the  community. 

"Comment.  Ideally,  the  cost  of  educating  and  training  the  technical  and  pro- 
fessional health  services  personnel  needed  for  community  service,  for  industry, 
or  for  other  health  activities  should  be  financed  by  the  whole  community  through 
a  combination  of  public  resources  and  private  contributions,  rather  than  by  the 
sick  patient  representing  a  small  percentage  of  the  community  who  is  usually  in 
the  poorest  position  to  meet  such  cost.  It  will  be  necessary,  however,  that  the 
cost  of  such  programs  be  considered  as  a  factor  in  determining  reimbursable  cost 
of  hospital  service  until  the  community  is  prepared  to  assume  this  educational 
responsibility.  Hospitals  and  third-party  purchasers  must  seek  methods  for 
transferring  this  cost  to  the  whole  community  through  concerted  joint  effort.  It 
must  be  borne  in  mind  that  nursing  education  traditionally  has  been  supported  by 
hospital  income  and  by  the  service  rendered  by  student  nurses  in  hospitals. 
While  financing  from  other  methods  must  be  developed,  nothing  must  be  done  to 
discourage  the  education  of  increasing  numbers  of  nurses  prior  to  the  time  that 
such  cost  can  be  transferred  to  other  sources." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.303.  "Income  specifically  designated  for  research  or  education  should  be  de- 
ducted from  total  hospital  expenses  to  the  extent  that  expenditures  for  such  items 
have  been  included  in  the  total  cost. 

"Comment.  It  appears  justifiable  to  include  the  expense  of  some  types  of  ap- 
plied research  and  basic  training  programs  as  part  of  the  cost  of  hospital  opera- 
tion. But  in  the  event  special  contributions,  government  subsidies,  or  founda- 
tion grants  are  made  available  for  financing  these  activities,  in  part  or  in  full, 
such  amounts  should  be  recognized  in  the  special  purpose  budget  to  which  they 
apply  as  a  reduction  in  the  gross  amount  of  the  cost  of  such  research  or  educa- 
tional projects.  To  charge  the  patient  for  an  expense  that  was  met  specifically 
in  another  manner  would  mean  that  income  would  be  derived  from  two  sources 
for  the  same  expense." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.304.  "Bad  debts,  the  unpaid  costs  of  care  of  the  indigent  and  medically  indi- 
gent, and  courtesy  allowances  are  deductions  from  earned  income  and  should  not 
be  included  in  reimbursable  cost. 

"Comment.  Adequate  reimbursement  from  third-party  agencies  reduces  hos- 
pital deficits  incurred  by  reason  of  bad  debts. 

"All  agencies  which  assume  responsibility  for  the  payment  for  hospital  care 
of  needy  patients  should  be  prepared  to  pay  hospitals  adequately  as  denned  in 
Principle  1.200. 

"Hospitals  and  third-party  agencies  should  cooperate  in  seeking  full  communi- 
ty support  for  the  hospital  care  of  the  indigent  and  medically  indigent. 

"It  is  apparent,  however,  that  net  operating  deficits  resulting  from  the  fore- 
going factors  must  somehow  be  covered  if  essential  services  are  to  be  main- 
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tained ;  Therefore,  it  may  be  appropriate  that  a  reimbursement  formula  devel- 
oped under  the  terms  and  provisions  of  Principle  1.100  give  recognition  to  this 
fact 

"Courtesy  allowances  should  not  be  recovered  through  patient  income." 

Interpretation.  Principle  2,034  is  concerned  with  accounting  methodology 
rather  than  with  reimbursement  on  a  cost  basis.  The  American  Hospital  Asso- 
ciation takes  the  position  that  deficits  resulting  from  bad  debts  and  the  net 
losses  on  care  of  the  indigent  and  the  medically  indigent  are  recoverable  items, 
and  provisions  should  be  made  in  Principle  1,100  for  their  recognition  in  a  re- 
imbursable cost  formula  as  a  "cost  of  doing  business."  Employee  fringe  bene- 
fits, including  hospitalization  and  personnel  health  programs  should  be  recog- 
nized as  operating  expenses  of  the  hospital  and  not  considered  courtesy  allow- 
ances for  employees. 

2.305  "Ordinary  remodeling  is  a  charge  against  maintenance  and  repairs  and 
should  be  included  in  expenses.  Remodeling  which  enhances  the  capital  value 
should  be  capitalized  and,  therefore,  not  included  in  reimbursable  costs. 

"Comment.  Hospitals  are  expected  to  make  the  necessary  expenditures  re- 
quired to  maintain  the  original  purpose  and  efficiency  of  the  plant  facilities  and 
to  do  minor  remodeling  periodically  to  improve  efficiency  and  economy  of  hospital 
operations.  Such  costs  are  properly  chargeable  to  current  operating  expense. 
It  is  expected  that  expenditures  for  extensive  remodeling  or  replacement  of 
buildings  for  the  purpose  of  enhancing  the  value  of  the  hospital  should  be  capi- 
talized. Funds  for  such  capital  expenditures  should  be  accumulated  by  regular 
depreciation  allowances  included  in  costs  over  a  period  of  years  or  by  some  other 
type  of  financing,  such  as  public  subscription  and  philanthropic  contributions." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
tion. 

2.306  "Net  interest  at  a  reasonable  rate  incurred  on  capital  or  other  indebt- 
edness should  be  included  in  determining  reimbursable  cost. 

"Comment.  A  hospital  is  a  public  service  agency  and,  as  such,  represents  a 
public  investment  in  necessary  community  health  facilities.  If  the  public  has 
not  provided  a  debt-free  institution,  either  through  extended  purchase  of  care 
or  through  public  fund-raising  campaigns,  it  must  assume  responsibility  for  the 
payment  of  debt  service  charges  added  to  its  bill  for  hospital  care.  Net  interest 
is  computed  by  deducting  from  gross  interest  paid,  the  income  derived  from  in- 
vesting the  borrowed  funds  on  which  interest  is  paid." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
tion. It  does  wish  to  note  that  hospitals  that  include  net  interest  as  a  cost 
factor  should  be  able  to  demonstrate  that  the  unit  or  units  of  capital  expense, 
financed  by  borrowed  capital,  meet  acceptable  criteria  of  logical  planning  and 
sound  financing. 

2.307  "The  expense  incurred  by  hospitals  in  providing  services  of  sisters  or 
other  members  of  religious  orders  shall  be  accepted  as  an  operating  expense  for 
the  determination  of  reimbursable  cost.  The  amounts  included  should  not 
exceed  those  paid  other  employees  for  similar  work  and  should  be  identifiable  in 
the  records  of  the  institution  as  operating  expenses. 

"Comment.  Inclusion  of  a  comparable  value  for  the  services  of  members  of 
religious  orders  is  a  recognition  of  their  contribution  to  community  health  and 
welfare.  Equity  among  hospitals  requires  that  each  institution  maintain  records 
of  the  amounts  included  in  the  operating  expenses  for  such  services,  with  a  list 
of  the  individuals  for  whom  the  amounts  have  been  calculated.  The  total 
amounts  may  be  subdivided  in  the  records  according  to  whether  they  represent 
living  expenses,  special  prerequisites  or  salary  allowances." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpre- 
tation. 

2.308  "Income  received  from  governmental  agencies,  foundations  or  others 
to  cover  special  projects  or  salaries  paid  to  special  employees,  who  ordinarily 
would  not  be  employed  by  the  hospital,  should  be  deducted  from  expense  in  the 
determination  of  reimbursable  cost. 

"Comment.  Under  some  circumstances  a  hospital  receives  income  from  outside 
agencies  toward  the  conduct  of  special  projects  or  for  the  employment  of  spe- 
cially trained  personnel  required  to  administer  the  treatment  of  specific  types 
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of  illnesses.  Agencies  sponsoring  such  special  projects  or  services  should  pay 
the  cost  of  the  services  sponsored  on  their  behalf,  in  order  that  no  part  of  the 
cost  of  these  extraordinary  projects  need  be  paid  by  other  patients,  including  the 
benficiaries  of  other  third-party  agencies." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpre- 
tation. 

2.309  "Reimbursable  cost  should  provide  for  a  separate  cost  for  the  nursery 
care  of  the  newborn. 

"Comment.  Present-day  standards  of  specialized  care  for  newborn  infants 
frequently  represent  a  substantial  portion  of  hospital  operating  expenses.  The 
cost  of  such  care  should  be  computed  separately  in  order  that  agencies  which  pur- 
chase predominant  amounts  of  maternity  care  may  pay  their  proportionate  share 
of  such  hospital  operating  costs.  Such  classification  of  expense  would  make 
possible  more  accurate  comparison  of  adult  patient  day  costs  among  hospitals, 
irrespective  of  the  variance  in  the  amount  of  care  provided  newborn  patients. 
Such  information  should  also  prove  useful  in  determining  charges  for  self -paying 
patients." 

Interpretation.  From  practical  experience  prepayment  agencies  have  found 
the  most  logical  approach  to  the  acknowledgment  of  newborn  days  in  a  reimburse- 
ment formula  is  to  count  these  days,  apply  a  predetermined  ratio  and  add  the 
remaining  result  to  the  adult  patient  day  count. 

2.310  "Depreciation  on  buildings  and  equipment,  in  accordance  with  recom- 
mendations of  the  American  Hospital  Association  publication,  Uniform  Chart 
of  Accounts  and  Definitions  for  Hospitals,  should  be  included  in  reimbursable  cost, 
identifiable  on  the  books  of  the  hospital  and  acceptable  for  certification,  and  reim- 
bursement for  depreciation  should  be  used  for  capital  purposes. 

"Comment.  The  rates  of  depreciation  for  various  capital  assets  listed  in  the 
American  Hospital  Association  publication,  Uniform  Chart  of  Accounts  and  Defi- 
nitions for  Hospitals,  have  gained  widespread  acceptance  in  the  hospital  field. 
Funds  so  provided  under  this  principle  should  ere  deposited  in  a  restricted  ac- 
count. Expenditures  from  these  funds  for  implementation,  expansion,  or  re- 
placement of  necessary  health  facilities  should  be  in  harmony  with  recommenda- 
tions of  area-wide  planning  groups.  It  is  recognized  that  the  exigencies  of 
financial  operation  of  hospitals  may  require  borrowing  from  the  funded  deprecia- 
tion reserves  for  purposes  other  than  capital  expenditures.  If  these  funds  are 
used  for  noncapital  purposes,  they  should  be  charged  to  the  General  Fund  and 
identified  as  a  liability  on  the  General  Fund  balance  sheet." 

Interpretation.  The  American  Hospital  Association  recognizes  that  the  capi- 
tal requirement  needs  of  hospitals  necessitate  a  reimbursement  allowance  based 
on  current  replacement  costs. 

2.311  "Expenses  for  inpatient  and  outpatient  services  should  be  segregated 
according  to  one  of  the  methods  advocated  by  the  American  Hospital  Association 
in  the  publication,  Cost  Finding  for  Hospitals,  or  by  a  comparable  method. 

"Comment.  The  payment  of  cost  for  hospital  care  should  be  related  to  the  serv- 
ices rendered.  When  paying  for  inpatient  care,  therefore,  the  rates  of  payment 
should  not  include  costs  of  outpatient  services." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  inter- 
pretation. 

2.312  "Careful  studies  should  be  made  of  methods  for  adjusting  general 
average  costs  to  determine  rates  of  payment  applicable  to  particular  agreements, 
having  regard  for  their  scope  and  content  with  respect  to  cases  covered,  accom- 
modations used,  extent  of  service,  or  other  major  considerations. 

"Comment.  There  are  some  factors  in  the  administration  of  patient  care  which 
can  be  identified  and  evaluated  clearly.  Examples  are  differences  in  accom- 
modations, such  as  single,  double,  or  multiple  bedrooms,  differences  in  categories 
of  patients,  such  as  chronic,  aged  or  maternity,  and  differences  in  length  of  stay. 
When  these  differences  in  cost  can  be  identified  and  evaluated,  they  form  a  proper 
basis  for  adjustments  in  rates  of  contract  payment." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.400  "Hospitals  should  not  be  required  to  use  income  from  general  endow- 
ment funds  or  unrestricted  gifts  to  reduce  third-party  payments. 

"Comment.  Endowment  funds  and  gifts  to  hospitals  are  their  property,  and 
it  is  the  responsibility  of  the  hospital  governing  board  to  see  that  such  funds  are 
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administered  in  accordance  with  the  wishes  of  the  benefactors  or  on  a  basis  by 
which  the  hospital  can  best  serve  the  community." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
tion. 

2.401  "Income  from  endowment  funds  or  gifts  designated  by  donors  for  the 
care  of  specific  groups  of  third-party  beneficiaries  should  be  used  to  reduce 
third-party  payments  for  persons  in  such  groups. 

"Comment.  This  principle  prevents  dual  payments  to  hospitals.  However,  it 
must  be  interpreted  with  care  in  order  that  the  endowment  ,fund  gift  be  defined 
specifically  for  the  group  who  are  the  responsibility  of  the  third-party  agency. 
Such  reductions  in  reimbursement  from  community  agencies  charged  with  the 
financial  responsibility  for  general  medical  care  of  its  indigent  beneficiaries 
should  be  applied  only  to  the  care  of  the  specific  groups  of  patients  for  whom 
the  gifts  or  endowment  funds  are  available.  It  is  not  intended  in  this  principle 
that  such  reductions  in  payment  be  used  to  affect  payments  from  prepayment 
plans  in  which  the  individual  has  provided  protection  for  himself  through  a 
form  of  insurance.  Also,  it  is  not  the  intent  of  this  principle  that  unrestricted 
gifts  or  general  endowment  funds  be  used  to  reduce  payments  from  third-party 
purchasers." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

2.402  "Hospitals  should  not  be  required  to  use  net  income  from  nonpatient 
service  to  reduce  third-party  payments. 

"Comment.  The  net  income  from  nonpatient  service  activities  will  affect  the 
general  revenue  of  the  hospital.  This  does  not  relieve  third-party  agencies  of 
their  responsibilities  for  payment  on  the  basis  of  reimbursable  cost  for  patient 
services  rendered.  This  principle  does  not  affect  the  sale  of  obsolescent  supplies 
and  equipment  since  this  income  is  a  recovery  from  materials  already  charged  to 
cost  and  such  income  should  be  credited  to  expenses." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

3.000     OBLIGATIONS  IN  APPLYING  PRINCIPLES  OF  REIMBURSABLE  COST  PAYMENT 

3.100  "When  hospitals  are  paid  reimbursable  cost,  hospitals  and  third-party 
agencies  have  the  following  obligations  and  responsibilities  : 

3.101  "Hospitals  should  assume  responsibility  for  the  provision  of  adequate 
facilities,  competent  personnel  and  high  standards  of  service.  Third-party 
agencies  should  assume  responsibility  for  making  payments  for  comprehensive 
hospital  services. 

"Comment.  Hospital  responsibility  extends  beyond  the  provision  of  minimum 
standards  of  patient  care.  Hospitals  must  incorporate  in  their  health  care 
program  all  essential  services  which  high  quality  scientific  medicine  requires. 
Adequacy  of  facilities,  personnel  and  standards  of  service  should  be  judged  on 
the  basis  of  long-term  public  need  rather  than  on  short-term  financial  con- 
siderations. Likewise,  third-party  purchasers  have  a  responsibility  for  develop- 
ing programs  by  which  all  such  services  can  be  made  available  to  their  benefici- 
aries. Under  such  programs,  third-party  agencies  must  expect  to  pay  the  cost  of 
such  comprehensive  services  in  order  that  the  hospitals  can  continue  to  provide 
the  highest  possible  quality  of  service." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

3.102  "Hospitals  and  organized  hospital  groups,  in  cooperation  with  third- 
party  agencies,  have  responsibility  for  making  studies  which  will  lead  to  con- 
stant improvement  in  administrative  and  professional  practices  in  both  hospitals 
and  third-party  agencies.  Such  studies  should  be  conducted  for  their  educational 
value  rather  than  for  the  purpose  of  establishing  arbitrary  controls. 

"Comment.  This  principle  does  not  intend  that  hospitals  and  third-party 
agencies  shall  conduct  independent  studies  of  each  other's  management,  but 
that  the  two  shall  make  joint  studies  of  subjects  of  mutual  concern  and  benefit. 
As  the  principle  states,  such  studies  will  have  educational  value  for  the  entire 
community  as  well  as  for  the  agencies  concerned." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
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tion,  and  is  a  logical  assignment  to  the  administrative  intermediary  under  Public 
Law  89-97. 

3.103  "Hospitals  and  third-party  agencies  should  cooperate  in  the  study  of 
such  factors  as  admission,  length  of  stay,  extent  and  amount  of  services  pro- 
vided, and  other  factors  that  affect  the  cost  of  services  to  agencies  purchasing 
care,  with  a  view  to  economical  and  efficient  use  of  funds. 

"Comment.  The  consideration  of 'any  factors  which  would  tend  to  reduce  the 
cost  of  hospitalization  without  sacrificing  quality  of  care  should  be  of  mutual 
interest  to  hospitals  and  third-party  purchasers.  Continuous  study  of  statistics 
and  data  bearing  on  hospital  cost  and  third-party  purchasers'  experience  should 
be  carried  on  to  promote  all  possible  operational  savings  and  benefits  which  will 
inure  to  the  patient,  the  hospital  and  the  third-party  agency." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
tion, and  is  a  logical  assignment  to  the  administrative  intermediary  under 
Public  Law  89-97. 

3.200  "There  is  a  mutual  responsibility  on  the  part  of  hospitals  and  third-party 
agencies  for  making  available,  upon  request,  such  fiscal  and  administrative  statis- 
tics and  data  as  are  necessary  for  a  continuing  agreement  on  amount  of  pay- 
ment and  services  provided. 

"Comment.  A  purchasing  agency  has  responsibility  to  demonstrate  on  oc- 
casions that  its  stewardship  of  funds  is  defensible.  Further,  the  purchasing 
agency  must  have  access  to  data  regarding  the  product  for  purposes  of  defending 
such  stewardship.  Inasmuch  as  the  third-party  agency  must  secure  adequate 
funds  for  hospital  reimbursement,  current  and  accurate  data  are  required  for 
predicting  the  amount  of  funds  necessary  for  the  agency  to  meet  its  obligations. 
For  these  purposes  of  mutual  need,  it  is  necessary  that  both  hospitals  and  third- 
party  agencies  make  fiscal  and  administrative  statistics  and  data  available  for 
mutual  study  and  understanding." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation, 
and  is  a  logical  assignment  to  the  administrative  intermediary  under  Public  Law 
89-97. 

3.201  "Hospitals  receiving  payment  on  the  basis  of  reimbursable  cost  agree- 
ments should  provide  accurate  cost  data  based  on  an  audit  of  their  financial  and 
statistical  records  which  are  capable  of  verification  by  those  third-party  pur- 
chasers with  whom  they  have  such  agreements. 

"Comment.  Third-party  purchasers  must  obtain  adequate  cost  information 
from  hospitals  to  which  they  are  paying  reimbursable  cost  in  order  to  justify  the 
payments  they  make  for  hospital  care  provided  their  beneficiaries.  Such  cost 
information  must  be  kept  in  a  clear  and  concise  form  which  can  be  readily 
analyzed.  It  is  a  desirable  practice  to  have  an  audit  of  the  accounts  of  an  enter- 
prise by  qualified,  disinterested  auditors.  Such  practice  will  ensure  the  provision 
of  accurate  cost  information  and  is  evidence  of  good  faith  and  sound  manage- 
ment." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that 
this  principle  is  applicable  to  all  third-party  agencies  without  further  interpreta- 
tion, and  is  a  logical  assignment  to  the  administrative  intermediary  under  Public 
Law  89-97. 

3.202  "Hospitals  are  urged  to  organize  in  sectional  or  regional  groups  so  that 
they  may  participate  in  joint  service  for  uniform  accounting,  reporting  and  com- 
munity planning. 

"Comment.  Uniformity  in  accounting,  reporting  and  planning  can  be  achieved 
through  joint  efforts  and  formally  established  lines  of  communication  among 
hospitals.  The  promotion  and  development  of  uniform  accounting  and  statistics, 
as  outlined  in  the  American  Hospital  Association  publications,  Uniform  Chart 
of  Accounts  and  Definitions  for  Hospitals,  and  Cost  Finding  for  Hospitals,  as  well 
as  many  other  projects,  have  been  conducted  successfully  by  metropolitan  hospital 
councils,  and  by  state  or  regional  hospital  associations." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

3.300  "Assumption  of  initiative  in  cooperation  with  appropriate  agencies  to 
develop  objective  criteria  for  evaluation  of  scope  and  quality  of  services  of  hos- 
pitals and  third-party  agencies  is  the  logical  responsibility  of  the  American  Hos- 
pital Association. 
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"Comment.  The  mutual  interest  of  hospitals  and  third-party  purchasers  in 
the  production  and  distribution  of  high  quality  hospital  care  suggests  the  need 
for  a  continuing  program  of  self-analysis  to  ensure  progress  toward  common 
objectives.  The  American  Hospital  Association  is  the  logical  agency  to  assume 
this  undertaking,  since  it  follows  the  established  policy  of  the  Association,  as 
evidenced  by  its  sponsorship  and  participation  in  a  program  of  hospital  accredita- 
tion and  standardization." 

Interpretation.  The  American  Hospital  Association  is  of  the  opinion  that  this 
principle  is  applicable  to  all  third-party  agencies  without  further  interpretation. 

3.400  "The  method  and  amount  of  reimbursement  to  contracting  hospitals 
by  third-party  agencies  should  be  established  by  mutual  agreement  of  the  parties 
concerned  and  should  be  based  on  the  Principles  of  Payment  for  Hospital  Care. 

"Comment.  If  a  hospital's  cost's  depart  substantially  from  other  hospitals  of 
similar  size,  scope  of  services  and  utilization,  maximum  reimbursement  may 
be  established  through  agreement  reached  between  third-party  purchasers  and 
hospitals." 

Interpretation.  It  should  be  recognized  that  variation  in  hospital  cost  may 
be  attributed  to  a  variety  of  circumstances  and,  therefore,  decisions  as  to 
whether  a  cost  is  unreasonable  or  not  become  a  matter  of  judgment.  To  assure 
a  maximum  degree  of  equity,  hospitals  subjected  to  such  judgments  should  be 
provided  an  opportunity  to  have  their  situation  reviewed  and  evaluated  by  some 
appropriate  agency. 

CONCLUSION 

With  respect  to  the  determination  of  payment  rates,  under  contractual  ar- 
rangements, the  goal  of  the  American  Hospital  Association  is  the  development 
of  a  reimbursement  formula  that  recognizes  fully  the  cost  of  services  received 
by  beneficiaries  of  various  third-party  purchasers  of  hospital  care.  Methods  of 
arriving  at  such  determinations  should  be  made  the  subject  of  careful  study  and 
and  the  findings  incorporated  in  a  special  manual  or  in  a  revised  edition  of  the 
American  Hospital  Association's  manual,  Cost  Finding  for  Hospitals. 


Factors  To  Evaluate  in  the  Establishment  of  Hospital  Charges  1  Approved 
by  the  American  Hospital  Association  February  3-4,  1966 

introduction 

This  statement  was  developed  to  aid  hospitals  to  establish  charges  that 
are  related  to  operating  costs  arid  other  financial  needs.  Hospital's  are  obligated 
to  establish  just  charges  that  will  provide  funds  sufficient  to  ensure  adequate 
financing  of  those  needs  that  are  the  financial  responsibility  of  patients,  as  op- 
posed to  those  need's  that  should  be  met  from  other  sources  of  revenue. 

This  statement  is  intended  to  set  forth  broad  principles  and  does  not  deal 
with  the  methodology  of  implementation.  The  procedures  explaining  how  these 
broad  principles  can  be  applied  in  determining  individual  charges  for  services 
rendered  will  be  found  in  the  rate-setting  section  of  the  revision,  now  in  process, 
of  Cost  Finding  for  Hospitals.  The  revision  will  be  entitled  Cost  Finding  and 
Rate  Setting  for  Hospitals. 

The  operation,  preservation,  and  development  of  the  hospital  is  the  respon- 
sibility of  its  governing  body,  which  is  charged  with  the  establishment  of  policies 
and  programs  and  with  the  direction  of  resources  to  attain  desired  objectives 
based  on  community  needs.  The'se  needs  must  be  met  in  an  effective,  efficient,  and 
economical  manner.  Planning  for  the  development  of  services  and  expansion 
of  facilities  must  be  based  on  the  concepts  of  areawide  planning,  in  order  to 
achieve  maximum  utilization  of  community  resources  to  meet  established  com- 
munity needs  without  inappropriate  duplication. 

Ultimate  responsibility  for  the  control  of  both  income  and  cost  is  properly 
exercised  by  the  governing  body  through  specific  fiscal  policies  developed  to 
meet  financial  requirements.  Since  the  fulfillment  of  community  needs  is  a 
continuing  and  changing  obligation  of  the  hospital,  the  hospital's  policies  must 
be  directed  toward  ensuring  its  future  as  well  as  its  present  financial  stability. 
Revenue  from  all  sources  should  equal  total  financial  needs. 
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This  statement  correlates  community  needs  with  hospital  objectives;  defines 
the  sources  of  revenue  of  hospitals  and  their  total  financial  needs  ;  further  defines 
the  bases  for  establishing  charges  and  the  responsibilities  for  meeting  financial 
needs ;  and  comments  on  the  hospital  rate  structure  and  the  obligation  of  ade- 
quate public  disclosure. 

DEFINITION  OF  TERMS 

It  is  important  that  the  terms  used  in  this  statement  shall  have  the  same  mean- 
ing for  all  who  read  it.  The  terminology  follows  the  accounting  principles  gen- 
erally accepted  in  the  field.    'Some  specific  definitions  are  as  follows : 

Working  Capital:  Working  capital  is  the  excess  of  total  current  assets  over 
total  current  liabilities,  and  refers  to  that  capital  which  is  available  at  the 
moment  for  current  use  in  the  operation  of  the  organization.  As  used  in  this 
statement  the  term  refers  to  the  investment  necessary  for  financing  current  op- 
erations. In  the  operation  of  hospitals,  as  in  most  enterprises,  there  is  a  time 
lag  between  the  date  of  payment  for  labor,  goods,  and  services  received  and  the 
date  when  collection  is  made  for  services  rendered ;  and  also,  because  of  the  ne- 
cessity to  maintain  an  inventory  in  order  to  have  goods  on  hand  when  needed, 
there  is  a  time  lag  between  the  receipt  of  goods  and  their  use.  As  price  levels 
increase  and  the  scope  of  hospital  activity  expands,  an  additional  amount  of 
investment  is  required  to  finance  these  time  lags. 

Current  Expenses :  Depreciation  expenses  are  definitely  a  part  of  current  op- 
erating expenses,  and  are  usually  included  with  them.  In  this  statement,  how- 
ever, in  order  to  segregate  the  components  of  financial  needs,  depreciation  ex- 
penses are  included  as  part  of  the  financial  need  titled  "Preservation,  Improve- 
ment, and  Expansion  of  Plant  Capital,"  and  current  expenses  are  defined  as  "all 
current  operating  expenses  excluding  depreciation." 

Cost,  Expense,  and  Loss:  The  terms  "cost,"  "expense,"  and  "loss"  are  often 
confused.  They  are  defined  in  the  following  extracts  from  Terminology  Bulletin 
Number  4,  issued  by  the  American  Institute  of  Certified  Public  Accountants : 

Cost  is  the  amount,  measured  in  money,  of  cash  expended  or  other  prop- 
erty transferred,  services  performed,  or  a  liability  incurred,  in  consideration 
of  goods  or  services  received  or  to  be  received.  Costs  can  be  classified  as 
unexpired  or  expired.  Unexpired  costs  (assets)  are  those  which  are  ap- 
plicable to  the  production  of  future  revenues.  Expired  costs  are  those  which 
are  not  applicable  to  the  production  of  future  revenues,  and  for  that  reason 
are  treated  as  deductions  from  current  revenues- 
Expenses  in  its  broadest  sense  includes  all  expired  costs  which  are  de- 
ductible from  revenues.  The  narrower  use  of  the  term  expense  refers  to 
such  items  as  operating,  selling  or  administrative  expenses,  interest,  and 
taxes. 

Los*,  is  (1)  the  excess  of  all  expenses,  in  the  broad  sense  of  that  word, 
over  revenues  for  a  period,  or  (2)  the  excess  of  all  or  the  appropriate  por- 
tion of  the  cost  of  assets  over  related  proceeds,  if  any,  when  the  items  are 
sold,  abandoned,  or  either  wholly  or  partially  destroyed  by  casualty  or  other- 
wise written  off.    When  losses  of  type  (2)  above  are  deducted  from  reve- 
nues, they  are  expenses  in  the  broad  sense  of  that  term. 
While  the  terms  cost  and  expense  are  often  used  interchangeably,  in  this  state- 
ment expense  is  used  to  denote  expired  costs,  including  those  costs  of  plant  assets 
that  are  applicable  to  the  production  of  current  revenues.    When  referring  to  a 
specific  financial  need,  the  term  includes  both  direct  expense  and  an  appropriate 
allocation  of  indirect  expense. 

HOSPITAL  OBJECTIVES 

It  is  the  responsibility  of  the  governing  board  to  establish  appropriate  hospital 
objectives  after  it  has  ascertained  community  needs,  and  has  taken  into  con- 
sideration the  community's  financial  ability  to  support  the  objectives  and  meet 
the  needs.  Traditionally,  the  objectives  of  the  hospital  have  encompassed  one  or 
more  of  the  following  functions :  care  of  the  patient,  education,  research,  and 
community  health. 

Tt  should  be  noted  that  the  traditional  primary  function  of  care  of  the  patient 
is  being  fulfilled  today  not  only  through  inpatient  services  but  also  through  a  wide 
variety  of  outpatient,  ambulatory,  and  home  services. 
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SOURCES  OF  REVENUE 

Various  sources  of  revenue  are  available  to  the  hospital.  Determination  of 
the  use  of  these  revenues  is  a  prerogative  of  the  governing  board  unless  they  are 
donor-restricted,  as  may  be  the  case  with  donations  and  grants  or  endowment 
income.  Legally,  revenues  that  are  donor-restricted  must  be  used  in  conform- 
ance with  the  donor's  intent ;  that  is,  funds  restricted  by  the  donor  to  meet  spec- 
ified financial  needs  must  be  the  first  funds  to  be  applied  in  meeting  those  needs. 
Revenues  may  be  classified  in  six  groups,  according  to  source,  as  follows : 

1.  Revenues  from  services  rendered  to  patients. — These  revenues  are  earned 
for  services  to  patients,  wherever  rendered,  and  are  derived  from  paying  patients 
or  their  third-party  sponsors, 

2.  Revenues  from  activities  incidental  to  patient  services. — These  revenues 
consist  of  items  derived  from  those  activities  that  are  only  incidental  to  patient 
care,  such  as  commissions  from  rentals  and  from  vending  machines,  and  net 
earnings  from  snack  bars,  gift  shops,  parking  lots,  cafeteria,  medical  record 
transcripts,  etc.  The  essential  characteristic  of  these  revenues  is  that  they  are 
the  result  of  a  voluntary  action  by  the  user  of  the  service  involved,  who  may 
or  may  not  be  a  patient. 

3.  Voluntary  donations  and  grants. — This  revenue  is  derived  from  voluntary 
sources,  such  as  contributions,  requests,  and  foundation  grants. 

4.  Income  from  investments. — This  net  income  consists  of  the  dividends, 
interest,  rent,  etc.,  earned  on  investments  of  other  than  the  endowment 
fund. 

5.  Income  from  endowments. — This  net  income  consists  of  the  divideds, 
interest,  rent,  etc.  earned  on  investments  of  the  endowment  fund. 

6.  Government  grants  and  tax  levies. — This  revenue  is  derived  from  govern- 
mental sources  such  as  tax  levies  grants  and  appropriations. 

FINANCIAL  NEEDS 

The  objectives  of  the  hospital  determine  its  financial  needs  which  require 
funds  for  current  expenditures  and  the  prudent  accumulation  of  funds  for 
future  expenditures.  In  order  to  achieve  its  objectives  the  hospital  must  receive 
sufficient  funds  to  cover  the  following  items  of  financial  need  where  they  exist : 

1.  Current  operating  expenses  applicable  to  patient  care ; 

2.  Current  operating  expenses  applicable  to  other  functions  ; 

3.  Preservation  improvement  and  expansion  of  plant  capital ; 

4.  Expansion  of  working  capital ;  and 

5.  Funds  to  provide  for  contingencies. 

Each  of  these  financial  needs  will  be  examined  in  more  detail ;  the  justification 
for  including  certain  elements  of  need  in  establishing  charges  will  be  noted ;  and 
the  factors  to  evaluate  in  the  establishment  of  hospital  charges  will  be  stated. 

Each  of  these  financial  needs  will  be  examined  in  more  detail ;  the  justifica- 
tion for  including  certain  elements  of  need  in  establishing  charges  will  be  noted  ; 
and  the  factors  to  evaluate  in  the  establishment  of  hospital  charges  wil  be  stated. 

Item  1.  Current  Operating  Expenses  Applicable  to  Patient  Care 

Expenses  for  care  of  paying  patients 

These  are  the  expenses  incurred  for  the  care  of  paying  patients  who  derive 
benefit  from  them  either  directly  or  indirectly.  The  care  may  be  provided 
through  various  types  of  service  as  in  inpatient  or  outpatient  facilities  or  in  the 
home,  and  the  patient  is  responsible  for  the  financial  obligation  incurred. 

Items  that  go  to  make  up  these  expenses  include  salaries  and  wages,  supplies, 
purchased  services,  dues,  interest,  insurance,  travel,  taxes,  utilities,  fees  and 
commissions,  etc.  Also  classified  as  current  operating  expenses  are  expenses 
for  those  portions  of  educational  and  research  programs  that  are  applicable 
to  patient  service. 

Factor  1.1:  Charges  for  services  to  patients  should  cover  current  operating 
expenses  applicable  to  their  care. 

Expenses  for  care  of  nonpaying  patients 

These  are  the  expenses  incurred  for  the  care  of  the  nonpaying  paitents, 
who  derive  benefit  from  the  meither  directly  or  indirectly.  Items  that  go  to 
make  up  these  expenses  are  the  same  as  for  paying  patients. 
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Credit  losses:  These  patients  receive  hospital  care  and  are  responsible  for 
the  financial  obligations  that  they  incur ;  however,  they  fail  to  meet  this  respon- 
sibility and  thus  the  expenses  of  their  care  must  be  financed  through  other 
means.  In  order  to  continue  required  service,  the  expenses  of  the  care  furnished 
to  such  patients  become  a  part  of  the  overhead  expenses  applicable  to  paying 
patients.  The  hospital  is  obligated  to  expend  all  reasonable  efforts  to  keep 
credit  losses  at  a  minimum. 

Factor  1.2:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  to  cover  current  operating  expenses  applicable  to  the  care  of  those 
patients  who  give  rise  to  credit  losses. 
Employee  benefit :  These  patients  are  hospital  employees  who  receive  hospital 
care  with  the  understanding  that  all  or  a  portion  of  what  would  otherwise  be  their 
financial  responsibilities  will  be  waived.    Such  forgiveness  of  indebtedness  is  a 
fringe  benefit  and,  as  such,  a  wage  equivalent. 

Factor  1.3:  Charges  for  services  to  patients  should  include  an  appro- 
priate factor  to  cover  current  operating  expenses  applicable  to  the  care  of 
employees  who  are  relieved  of  their  financial  responsibilities  for  such  care. 
Patients  unable  to  pay :  Certain  patients  in  need  of  hospital  care  are  accepted 
for  care  without  financial  obligation  because  they  are  unable  to  pay  for  part  or 
all  of  the  services  provided.   They  are  accepted  because  their  care  is  recognized 
as  the  hospital's  contribution  to  an  essential  community  need.   The  hospital  is 
obligated  to  exert  reasonable  efforts  to  have  the  community  at  large  bear  the 
expense  of  caring  for  such  patients. 

Factor  1.4:  Current  operating  expenses  applicable  to  patients  unable  to  ac- 
cept their  financial  responsibility  for  care  should  be  financed  first  from  funds 
designated  for  this  purpose.  Charges  for  services  to  patients  should  include 
an  appropriate  factor  to  provide  additional  funds  required  to  finance  any 
balance  of  current  operating  expenses  resulting  from  the  care  of  such 
patients. 

Item  2.  Current  Operating  Expenses  Applicable  to  Other  Functions 

Expenses  of  educational  programs 

The  education  of  physicians,  nurses,  and  paramedical  personnel  requires  the 
clinical  facilities  and  practical  experience  best  found  in  the  hospital.  That  por- 
tion of  the  expenses  of  educational  programs  that  contributes  directly  to  patient 
care  is  considered  an  operating  expense,  as  are  expenses  for  inservice  education 
of  personnel  and  on-the-job  training  programs. 

Educational  programs  also  contribute  indirectly  to  patient  care.  The  existence 
of  an  educational  program  creates  an  atmosphere  of  intellectual  stimulation  that 
permeates  the  entire  hospital.  Such  an  atmosphere  is  conducive  to  improved 
patient  care ;  each  patient,  whether  directly  involved  in  the  educational  program 
or  not,  benefits  from  its  stimulating  effects. 

However,  since  educational  programs  are  of  benefit  not  only  to  patients  but  to 
the  entire  community,  the  hospital  is  obligated  to  exert  reasonable  efforts  to 
seek  funds  to  meet  this  financial  need  from  community  resources. 

Factor  2.1:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  for  the  next  expenses  of  educational  programs. 

Expenses  of  research  programs 

The  term  research  programs  as  used  here  refers  only  to  formal  programs.  That 
portion  of  the  expenses  of  research  programs  that  contributes  directly  to  patient 
care  is  considered  an  operating  expense,  as  are  activities  such  as  methods  im- 
provement and  infection  control. 

Research  programs  have  a  stimulating  effect  on  the  hospital  and  thus  are  con- 
ducive to  improved  patient  care.  Often  the  hospital  is  able  to  obtain  the  services 
of  highly  qualified  medical  staff  members  and  professional  personnel  only  be- 
cause of  the  existence  of  research  opportunities.  In  such  cases,  the  patients  re- 
ceive direct  and  immediate  benefit  from  the  research  programs. 

Factor  2.2:  The  hospital  is  obligated  to  meet  the  expenses  of  research  pro- 
grams primarily  with  funds  obtained  through  donations  and  grants,  revenue 
from  activities  incidental  to  patient  services,  and  endowment  funds.  How- 
ever, charges  for  services  to  patients  may  include  a  reasonable  factor  to 
cover  the  unreimbursed  portion  of  the  expenses  of  research  programs. 
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Expenses  of  community  health  programs 

The  detection  and  prevention  of  disease  and  the  promotion  of  beneficial  health 
practices  is  a  universal  goal  in  our  society.  The  conduct  and  the  expansion  of 
community  health  programs  are  broadly  beneficial.  Health  education  and  im- 
munization and  testing  programs  are  examples  of  such  activities. 

The  hospital  with  its  organizational  and  physical  resources  has  historically 
been  a  center  for  such  programs.  Its  responsibility  in  the  areas  of  preventive 
medicine  and  health  education  is  a  continuing  one.  However,  it  may  seek  funds 
from  community  resources  to  aid  in  financing  such  activities  when  they  are  con- 
ducted on  a  community-wide  basis. 

Factor  2.3:  The  financing  of  community  health  programs  should  be  the 
responsibility  of  the  entire  community.  Charges  for  services  to  patients  may 
include  a  reasonable  factor  to  cover  the  unreimbursed  portion  of  the  ex- 
penses of  such  programs. 

Item  3.  Preservation,  Improvement,  and  Expansion  of  Plant  Capital 
Preservation 

The  stewardship  responsibility  of  the  hospital's  governing  body  requires  it  to 
protect  and  preserve  all  capital  entrusted  to  its  care.  The  physical  deterioration 
and  obsolescence  of  plant  assets  and  the  effects  of  monetary  inflation  must  be 
offset  by  replacement  with  other  assets  or  by  the  reduction  of  plant  debt.  Only 
by  so  doing  can  the  hospital  ensure  that  its  physical  productivity  is  maintained 
substantially  intact.  To  set  aside  only  an  amount  equal  to  a  depreciation  charge 
based  on  the  original  cost  would  lead  to  the  erosion  of  the  existing  investment 
in  plant  assets.  It  is  not  enough  simply  to  recover  the  numbers  of  dollars  that 
are  thus  invested.  The  depreciation  charges  for  a  given  time  period  should 
represent  the  estimated  current  cost  of  replacing  the  plant  assets  used  up  in 
producing  the  revenues  of  that  period.  The  hospital's  obligation  is  to  preserve 
plant  capital  in  terms  of  today's  value  of  the  original  dollar  investment,  thus 
taking  into  account  the  deterioration  of  the  dollar  through  inflation. 

Factor  3.1:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  to  provide  the  funds  required  to  preserve  plant  capital. 

Improvement 

Once  the  governing  board  accepts  responsibility  for  the  stewardship  of  a 
hospital  it  als  accepts,  implicitly,  the  obligation  to  maintain  a  facility  that 
provides  all  those  services  that  the  community  has  a  reasonable  right  to  expect 
from  an  institution  of  its  size  and  nature,  in  the  light  of  current  hospital  and 
medical  practice.  Thus,  because  of  scientific  and  technological  advances,  it  may 
be  necessary  to  effect  an  actual  increase  in  plant  capital  so  that  expected  levels  of 
services  may  be  provided.  Funds  must  be  accumulated  to  meet  this  need  for 
improvement. 

Factor  3.2:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  to  cover  the  funds  necessary  for  plant  expansion  due  to  improvement 
of  services  required  to  keep  pace  ivith  technological  and  scientific  advances. 

Expansion 

Significant  increases  in  hospital  capacity  and  resultant  increases  in  service 
facilities  may  be  required  to  meet  expanded  community  needs  resulting  from 
factors  such  as  population  changes  or  the  retirement  of  previously  existing  facil- 
ities. The  hospital  is  obligated  to  carry  out  such  expansion  in  strict  conformance 
with  community  needs,  and  primary  responsibility  for  financing  is  attributable  to 
the  community  at  large. 

Factor  3.3:  Expansion  of  physical  facilities  should  be  financed  by  funds 
received  through  donations  and  grants,  revenue  from  activities  incidental  to 
patient  service,  and  endowment  income.  Charges  for  services  to  patients 
may  include  an  appropriate  factor  to  provide  any  balance  of  funds  required 
for  expansion. 

Item  4-  Expansion  of  Working  Capital 

Responsible  financial  management  dictates  that  the  hospital's  financial  obliga- 
tions be  met  as  they  become  due.  Working  capital  must  be  sufficient  to  finance 
operations  during  the  time  lag  between  the  date  when  payment  is  made  for 
salaries,  supplies,  and  services,  and  the  date  when  payment  is  collected  for 
services  rendered. 
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Additions  to  normal  working  capital  are  required  when  day-to-day  operating 
conditions  change,  when  price  levels  increase,  and  when  technological  and 
scientific  advances  expand  the  scope  of  activity  due  to  improvement  of  services. 

The  hospital's  governing  authority  must  base  its  determination  of  needs  for 
adequate  working  capital  on  sound  financial  principles,  and  it  is  obligated  to 
exert  all  reasonable  efforts  to  limit  current  requirements  to  those  that  are 
essential. 

Factor  4.1:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  for  financing  additions  to  working  capital  other  than  those  required 
for  plant  expansion  resulting  in  increased  capacity. 

Expansion 

Significant  increases  in  hospital  capacity  and  resultant  increases  in  service 
facilities  and  volume  of  activities  require  additions  to  working  capital.  The 
primary  responsibility  for  financing  is  attributable  to  the  community  at  large. 
Factor        Needs  for  expansion  of  working  capital  created  by  plant  ex- 
pansion resulting  in  increased  capacity  should  be  financed  dy  funds  received 
through  donations  and  grants,  revenue  from  activities  incidental  to  patient 
service,  and  endowment  income.    Charges  for  services  to  patients  may  in- 
clude an  appropriate  factor  to  provide  any  balance  of  funds  required  for 
expansion  of  working  capital  required  by  increased  capacity. 

Item  5.  Funds  to  provide  for  contingencies 

The  hospital  is  obligated  to  ensure  its  uninterrupted  operation  even  during 
times  of  temporary  financial  stress.  Sound  financial  management  requires  the 
prudent  and  reasonable  accumulation  of  funds  to  protect  the  hospital  against 
unpredictable  conditions  that  might  adversely  affect  its  economics,  such  as  com- 
munity disasters,  temporary  interruptions  of  operation,  strikes,  and  uninsured 
losses. 

Factor  5.1:  Charges  for  services  to  patients  should  include  an  appropriate 
factor  to  provide  the  funds  required  to  protect  the  hospital  against  the 
effects  of  unforeseen  adverse  economic  conditions. 

HOSPITAL  RATE  STRUCTURE 

The  hospital's  overall  revenue  must  be  adequate  to  meet  its  financial  needs. 
However,  the  rate  charged  for  each  individual  service  should  reflect  properly 
the  operating  expenses  of  the  service  rendered  plus  an  equitable  share  of  the  other 
financial  needs  for  which  the  patient  is  responsible.  Rates  established  on  this 
uniform  basis  should  be  applied  to  all  patients  without  differentiation. 

A  general  service  charge  should  be  established  for  all  commonly  used  services 
and  supplies  provided  in  relatively  equal  quantities  to  all  patients.  Uniform 
rates  should  be  established  for  special  or  ancillary  services  and  supplies  that 
are  not  provided  in  relatively  equal  amounts  to  all  patients,  provided  such 
services  and  supplies  have  a  sufficient  monetary  and  control  value  to  justify 
making  a  separate  charge.  To  simplify  the  rate  structure,  however,  the  hospital 
may  choose  to  combine  units  into  a  flat  rate. 

The  equity  of  the  rate  structure  should  be  evaluated  on  a  regular  basis  and 
appropriate  adjustment  should  be  made  as  required.  Rates  should  be  revised 
whenever  there  is  a  significant  change  in  the  financial  needs  of  the  hospital. 
An  explanation  of  individual  rates  should  be  provided  for  review  by  those  who 
have  a  legitimate  interest  in  this  explanation. 

PUBLIC  INFORMATION 

The  hospital  has  an  obligation  to  inform  the  community  concerning  its 
financial  position  and  the  results  of  operations.  Such  information  should  cover 
the  transactions  in  all  funds,  and  should  include  : 

1.  Balance  sheet ; 

2.  Statement  of  changes  in  capital  accounts  ; 

3.  Statement  of  operations ;  and 

4.  Accompanying  explanations  as  needed  to  enable  the  reader  to  evaluate 
those  hospital  programs  and  operations  that  cannot  be  understood  from  the 
financial  data  alone. 

These  financial  statements  should  be  prepared  in  accordance  with  generally 
accepted  accounting  principles  consistently  applied,  and  should  be  accompanied 
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by  the  stated  opinion  of  an  independent  certified  public  accountant  as  to  their 
adequacy. 

The  hospital  has  a  responsibility  to  disclose  to  the  public  evidence  that  all  its 
funds  are  being  effectively  retained,  expended,  or  utilized  for  the  sole  benefit 
of  its  patients.  Such  disclosure  will  be  deemed  to  have  been  made  if  the  data 
described  are  made  available  on  request  to. patients  and  their  third-party  spon- 
sors, to  hospital  benefactors,  and  to  other  persons  who  may  have  legitimate 
interest  in  this  information.  In  addition,  annual  publication  of  all  or  part  of 
.such  data  in  newspapers  or  other  media  may  be  desirable. 

Mr.  Boggs.  Mr.  Chairman,  I  would  like  to  ask  permission  at  this 
point  in  the  record  of  the  hearings  to  include  a  letter  received  by  me 
from  Mr.  Herschel  N.  Knight,  attorney  for  the  Jennings  American 
Legion  Hospital  at  Jennings,  La. 

The  Chairman.  Without  objection,  the  letter  from  Mr.  Knight  will 
appear  at  this  point  in  the  record. 

Law  Offices  of  Knight  &  Knight, 

Jennings,  La.,  March  8,  1967. 

Congressman  Hale  Boggs, 
House  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  Boggs  :  I  called  your  office  and  spoke  to  your  administra- 
tive assistant  concerning  the  current  hearings  on  H.R.  5710.  which  apparently 
are  certain  amendments  to  the  Medicare  law. 

For  background,  I  represent  the  Board  of  Directors  of  the  Jennings  American 
Legion  Hospital  in  Jennings,  Louisiana.  The  hospital  is  located  within  the 
confines  of  the  District  of  my  good  friend  and  ex-classmate  Congressman  Ed- 
wards, who  will  receive  a  copy  of  this  letter.  I  have  talked  to  his  administrative 
assistant  by  phone  and  she  will  bring  forth  these  views  as  set  out  herein  to  his 
attention,  and  he  will  likewise  receive  a  copy  of  this  letter  and  hopefully  all  of 
the  congressional  delegation  from  Louisiana  will  likewise  be  a  recipient  of  this 
letter. 

Our  hospital  is  owned  and  operated  as  a  non-profit  corporation  by  the  members 
of  the  American  Legion  of  Jennings,  Louisiana.  We  have  a  most  modern  plant, 
that  is  within  ten  years  old,  costing  in  excess  of  one  million  dollars.  We  did 
receive  Hill  Burton  matching  funds  for  construction  of  this  facility. 

We  had  certain  misgivings  in  embarking  upon  this  Medicare  program  because 
we  felt  that  we  could  not  make  profit  on  the  program  but  what  was  most  serious 
was  that  we  thought  that  we  could  suffer  a  severe  lose.  This  hospital  must 
support  itself  insofar  as  its  operations,  etc.  are  concerned,  so  at  this  juncture,  it 
is  much  like  a  private  business,  except  we  do  not  pay  income  tax.  However,  no 
member  can  benefit  from  any  profit  that  is  made  and  this  hospital  stands  as  a 
monument  to  the  Veterans  who  have  come  before  us  and  do  still  exist,  providing 
medical  attention  of  the  highest  sort  to  the  citizens  of  our  area. 

We  are  greatly  disturbed  with  Section  12  of  the  House  Bill  5710  entitled 
'"Medicare  Payments  and  Medical  Facility  Plan." 

As  we  understand  it,  under  the  current  law,  the  cost  which  the  Government 
will  reimburse  to  the  hospital  includes  100%  depreciation  on  that  portion 
of  the  hospital  facilities  that  are  related  directly  to  the  Medicare  or  aged  pro- 
gram. In  short,  no  .  depreciation  is  granted  for  the  obstetrics  ward  for  it  is 
obvious  that  it  would  be  unusual  that  patients  of  65  years  of  age  would  be 
having  babies  and  some  other  like  facilities. 

The  disturbing  thing  about  Section  12  is  that  we  will  be  reimbursed  for  a 
reasonable  cost  which  would  include  the  100%  depreciation  factor,  less 
those  portions  of  the  physical  facilities  which  are  not  related  to  the  aged,  but 
these  funds  would  have  to  be  kept  by  a  State  Agency  or  administered  by  them 
in  some  sort  of  way.  This  would  mean,  for  example,  if  our  depreciation  were 
2  or  3%  or  10%  of  the  one  million  dollars  or  more  this  money  would 
be  held  by  some  State  Agency  and  then  we  would  have  to  petition  this  agency 
for  the  use  of  these  funds.  They  would  determine  whether  we  would  need 
repairs,  they  would  determine  whether  we  would  need  additional  facilities,  they 
would  determine  the  use  of  these  funds  in  their  totality.  Obviously,  the  State 
Agency  would  not  be  in  a  position  to  know  the  needs  of  the  hospital  involved 
without  a  number  of  investigators,  high  payroll  and  administrative  costs,  etc. 
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Can  you  imagine  if  the  Congress  of  the  United  States  would  enact  a  law 
viduals,  would  have  to  deposit  with  the  State  or  Federal  Government  their 
reserve  for  depreciation,  subject  to  administration  !by  the  Federal  Government, 
what  this  would  do  to  the  profit  and  loss  factor  of  that  corporation,  individual 
and/or  business.  This  is  what  this  amounts  to.  Be  very  sure  that  the  Medicare 
program  is  based  upon  absolute  cost  to  the  hospital  itself.  Now,  we  should 
have  the  right  to  use  the  depreciation  reserve  funds  to  offset  other  losses,  this 
must  be  within  the  discretion  of  each  hospital,  because  each  hospital  has  a 
different  problem  financially. 

As  you  are  no  doubt  painfully  aware,  when  somebody  else  has  to  watch  some- 
body else,  it  costs  a  lot  of  money. 

I  can  certainly  see  that  some  hospitals  will  have  to  use  funds  from  the  depreci- 
ation account  to  maintain  their  operative  costs.  Many  businesses  do  exactly 
this.  But  the  Government  under  the  Medicare  program  has  imposed  upon  the 
privately  owned  hospitals  of  this  nation  the  duty  to  take  care  of  the  senior 
citizens  at  cost.    That  means  there  is  no  profit  in  the  program. 

We  will  not  participate  in  this  program  after  the  first  year,  unless  we  see  that 
we  are  not  losing  too  much  money  by  so  doing  and  this  will  involve  a  number  of 
facts,  like  who  was  a  paying  patient  as  an  elderly  citizen  before  and  who  now 
comes  in  with  a  social  security  card  and  does  business  with  us  at  cost.  At  the 
end  of  this  year,  we  will  be  able  to  determine  whether  we  can  break  even  or  not. 
At  that  juncture,  we  fully  intend  to  make  a  decision  whether  we  will  continue 
with  this  program.*-  I  can  certainly  assure  you  and  the  Congress  of  the  United 
States  of  America  that  if  we  do  not  receive  100%  depreciation  computed  in  the 
reasonable  costs  of  Medicare  paid  directly  to  us,  we  will  not  participate  in  this 
program  further,  because  we  will  no  doubt  be  broke  if  we  continued. 

I  have  given  some  consideration  to  this  matter  and  I  have  some  convictions 
relative  thereto. 

I  question  first,  Congressman,  that  we  should  enact  elaborate  laws  setting  up 
elaborate  administrative  procedures  for  the  purpose  of  slowly  liquidating  the 
privately-owned  hospitals  in  this  country. 

Why  don't  we  simply  get  to  the  point  and  have  the  Government  of  the  United 
States  of  America  take  over  all  hospitals,  paying  a  reasonable  market  value  to 
those  who  own  them  and  then  the  Government  can  do  with  them  what  they  want 
to.  Then  all  these  laws  would  not  be  necessary  and  the  problem  would  all  be  in 
Washington  and  then  we  can  abdicate  another  small  portion  of  private  enterprise 
to  the  Government  of  the  United  States  of  America.  Most  of  the  members  of 
our  Board  have  served  approximately  15  years  without  pay  in  order  to  provide 
a  modern  hospital  facility  for  our  area.  We  were  motivated  solely  by  charity 
and  being  ex-veterans,  we  felt  that  this  was  a  worthwhile  enterprise  for  our 
endeavors. 

I,  for  one,  and  I  think  this  would  be  the  unanimous  view  of  our  Post  of  the 
American  Legion,  that  by  slow  attrition  if  we  are  going  to  be  choked  to  death 
in  the  hospital  business,  then  why  put  in  another  10  or  15  years  for  free  to  see 
the  inevitable  happen? 

I  hope  that  this  letter  is  submitted  to  the  Mills,  House  Ways  and  Means  Com- 
mittee and  receives  at  least  a  passing  consideration  by  the  Committee. 

If  you  are  down  in  our  area,  stop  by  and  see  us.    We  wish  you  well. 
Sincerely  yours, 

Herschel  N.  Knight, 
Attorney,  Jennings  American  Legion  Hospital,  Inc. 

The  Chairman.  Our  next  witness  is  Mr.  Leon  Goodman.  Mr. 
Goodman,  if  you  will  identify  yourself  for  our  record  by  giving  us 
your  name,  address,  and  capacity  in  which  you  appear,  we  will  be 
glad  to  hear  from  you. 

STATEMENT  OF  LEON  GOODMAN,  EXECUTIVE  DIRECTOR,  FEDERA- 
TION OF  AMERICAN  HOSPITALS 

Mr.  Goodman.  Thank  you  very  much. 

The  Chairman.  I  might  state  to  Mr.  Fleming  and  to  Mr.  Erickson 
that  we  will  continue  without  interruption  through  the  remainder  of 
the  calendar.    Go  ahead,  Mr.  Goodman. 
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_  Mr.  Goodman.  My  name  is  I.  Leon  Goodman.  I  am  the  executive 
director  of  the  Federation  of  American  Hospitals,  the  executive  offices 
of  which  are  located  at  1450  Broadway,  New  York  City. 

The  Chairman.  We  are  glad  to  have  you  with  us  and  you  are 
recognized,  sir. 

Mr.  Goodman.  I  appreciate  the  opportunity  to  appear  before  you 
today  to  express  the  federation's  opposition  to  the  required  funding  of 
depreciation  allowances,  as  would  be  mandated  by  H.R.  5710. 

The  federation  has  served  the  proprietary  hospitals  of  the  Nation 
for  nearly  one  year.    Members  now  number  137  hospitals  in  19  States. 

These  hospitals  importantly  contribute  to  the  health  of  the  Ameri- 
can people.  Last  year  federation  hospitals  treated  approximately 
300,000  patients.  The  12,334  beds  of  the  federation  member  hospitals 
have  a  capacity  of  4,501,910  patient  days. 

Many  of  the  Nation's  proprietary  hospitals  have  long  histories,  and 
great  traditions  of  excellence.  More  typically,  however,  proprietry 
hospitals  are  young,  founded  by  physicians  or  civic  leaders  to  meet  the 
health  needs  of  the  new  communities  that  grew  up  during  the  postwar 
period. 

In  Nassau  and  Suffolk  Counties  in  New  York  State,  for  instance, 
proprietary  hospitals  have  been  created  to  fill  the  vacuum  in  health 
care  that  arose  with  the  huge  population  growth  of  these  two  suburban 
areas. 

Today,  nearly  five  out  of  10  Nassau  and  Suffolk  hospitals  are  pro- 
prietary institutions.  In  the  New  York  City  metropolitan  area,  as  a 
whole,  proprietary  hospitals  comprise  one-quarter  of  all  hospital  facili- 
ties. Large  concentrations  of  proprietary  hospitals  are  also  found  in 
such  fast-growing  areas  as  California  and  Texas.  Nationally,  ap- 
proximately one  out  of  every  10  hospitals  is  a  proprietary  institution. 

Proprietary  hospitals  are  highly  significant  to  the  economies  of  their 
communities.  Last  year,  federation  hospitals  employed  16,045  persons 
and  maintained  payrolls  of  $55,794,425.  Local  taxes  came  to  $7,205,- 
691.  Moneys  paid  into  the  economies  of  the  local  communities  served 
totaled  $123,463,142. 

The  proposed  implementation  of  Public  Law  89-97  last  year  made 
clear  to  the  proprietary  hospitals  that  the  needs  of  the  free  enterprise 
sector  of  the  hospital  industry  had  not  been  effectively  presented  to 
Congress  or  the  Administration.  The  payments  formulae  promul- 
gated for  titles  18  (medicare)  and  19  (medicaid)  would  have  actually 
prejudiced  the  continued  existence  of  the  proprietary  hospitals. 

The  first,  most  urgent,  order  of  business  was  for  proprietary  hos- 
pitals to  make  it  understood  that  they  could  not  long  work  with  the 
proposed  payments  formulae,  and  stay  out  of  bankruptcy.  And  it 
was  for  that  reason  that  a  few  proprietary  hospitals  took  the  initiative 
of  forming  the  Federation  of  American  Hospitals,  Inc. 

Our  problems  are  today  better  understood  on  Capitol  Hill  and 
within  the  Department  of  Health,  Education,  and  Welfare.  Although 
further  improvements  must  be  achieved,  the  first,  grossly  unfair  pay- 
ments formulae  have  now  been  modified. 

But  the  fact  that  many  public  officials  remain  unaware  of  the  dif- 
ferent needs  of  the  proprietary  and  voluntary  hospitals  still  underlies 
federation's  difficulties.    It  is  in  this  regard  that  I  shall  today  discuss 
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those  provisions  of  H.R.  5710  that  would  require  funding  of 
depreciation. 

The  most  important  aspect  is  that  there  is  a  difference  in  capitaliza- 
tion between  proprietary  hospitals  and  voluntary  institutions.  Pro- 
prietary hospitals  are  developed  by  the  investment  of  private  capital. 
Substantial  investment  is  required.  The  capital  invested  generates 
borrowing  power  for  long-term  debt,  for  either  building  or  acquiring 
these  institutions. 

On  the  other  hand,  the  capitalization  of  voluntary  hospitals  is  char- 
acteristically all  donated.  The  funds  are  received  from  philanthropic 
sources,  community  solicitation,  and  usually  Hill-Burton  grants.  The 
tax  deduction  granted  those  donating  to  these  institutions  is  sufficient 
grace  for  their  benefaction. 

It  is,  therefore,  imperative  that  the  distinction  between  proprietary 
and  voluntary  institutions  be  borne  in  mind  before  adoption  of  any 
rule  on  capital  expenditure  that  affects  both  kinds  of  hospitals. 

Proprietary  hospitals  must  repay  their  obligations.  They  are  in 
business.  Voluntary  hospitals  are  not  subject  to  the  rigors  of  the 
capital  market.    Their  assets  are  entirely  contributed. 

The  funds  generated  by  the  depreciation  allowance  are  material  and 
necessary  to  pay  off  long-term  indebtedness :  Depreciation  allowances 
are  tremendously  important  to  the  development  of  proprietary  hos- 
pitals. By  generally  accepted  practice  these  funds  capitalize  the  con- 
struction and  equipping  of  proprietary  hospitals. 

The  long-term  debt  required  for  such  development  can  only  be 
amortized  with  the  funds  available  through  depreciation.  It  is  this 
simple:  Unless  the  funds  generated  by  depreciation  are  forthcoming 
to  reduce  these  debts,  proprietary  institutions  will  be  forced  out  of 
business. 

The  payments  of  interest  on  debt  and  the  funding  of  a  depreciation 
reserve  do  not  pay  off  the  debt  itself.  If  a  hospital  devoted  all  its 
beds  to  medicare  patients,  how  could  it  ever  amortize  its  debts  under 
the  proposed  law?  And,  if  some  of  its  patients  are  nonmedicare, 
must  their  charges  bear  the  full  burden  of  amortization  ? 

The  only  way  proprietary  hospitals  can  generate  a  cash  flow  to 
amortize  long-term  indebtedness  is  through  depreciation : 

Proprietary  hospitals  cannot  go  to  their  communities  or  private 
philanthropies  to  raise  money.  No  tax  benefits  would  accrue  to  those 
donating  to  our  private  hospitals. 

But  loss  of  depreciation  funds  for  payment  of  long-term  capital 
debts  would  gravely  complicate  the  capital  requirements  of  pro- 
prietary institutions.  They  would  be  required  to  return  to  their  in- 
vestors for  additional  capital  to  maintain  payment  on  long-term 
debt,  and  there  would  be  no  assurance  that  these  investors  would  be 
able  to  recapture  their  investment. 

This  is  scarcely  the  climate  to  encourage  a  prudent  investor.  Nor 
would  it  help  produce  the  additional  health  facilities  so  urgently 
necessary  to  fulfill  the  intended  purpose  of  the  medicare  legislation. 

In  addition,  the  funding  would  also  create  another  situation  which 
requires  some  thought  and  that  is  that  the  cash  position  of  proprietary 
institutions  would  be  jeopardized  by  the  required  funding  of 
depreciation. 
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Most  proprietary  hospitals  presently  have  the  bulk  of  their  cash 
producing  assets  in  accounts  receivable.  For  the  average  member 
of  the  federation,  accounts  receivable  have,  in  fact,  substantially  in- 
creased in  recent  years.  Today  average  accounts  remain  open  for  65 
to  90  days. 

As  a  result  if  we  fund  title  18  and  title  19  programs,  the  Federal 
Government  faces  either  of  two  additional  burdens :  Heavy  accounts 
receivable  margins  will  require  these  hospitals  to  borrow  money  and 
thus  insure  interest  payments  which  are  chargeable'  as  a  cost,  or  the 
Social  Security  Administration  is  put  upon  for  interim  financing^  by 
the  way  of  advances  from  the  intermediary  to  the  hospital  against 
accounts  receivable. 

If  it  is  required  that  depreciation  be  funded,  the  proprietary  hos- 
pital would  be  further  pinched  for  working  capital. 

This  would  require  additional  borrowing,  thereby  increasing  the 
cost.  No  limitation  in  funding  of  depreciation  would,  on  the  other 
hand,  reduce  debt  and  working  capital  needs,  and  make  it  possible 
to  avoid  further  debt  burden. 

Depreciation  has  universally  been  accepted  by  private  capital  as  a 
means  of  payment  for  assets  acquired  as  it  was  used :  Depreciation  is 
an  actual  cost  of  the  operation  of  any  hospital.  This  has  been  fully 
recognized  by  the  Department  of  Health,  Education,  and  Welfare. 

If  such  cost  is  to  be  returned  to  the  provider  with  the  strings 
attached  to  it,  as  contemplated  by  the  proposal  before  this  committee's 
consideration,  it  will  not  encourage  free  capital  to  continue  moderniza- 
tion of  our  hospitals.  An  array  of  new  medical  technology  would 
fall  out  of  reach.   And,  as  you  appreciate,  our  patients  would  suffer. 

It  is  argued  that  use  of  depreciation  must  be  restricted  so  as  to 
prevent  duplication  and  uneconomical  utilization  of  resources.  Cer- 
tainly the  proprietary  hospitals,  working  in  a  free  enterprise  context, 
understand  and  support  the  concept  of  efficiency. 

After  all,  the  proprietary  hospitals  can  point  to  a  record  showing 
they  generally  serve  their  communities  and  treat  the  ill  for  less  cost 
than  other  hospitals.  This,  I  believe,  is  one  more  testimonial  to  the 
values  of  competition  and  free  enterprise. 

There  is  ample  machinery  at  the  present  time  to  guard  against 
inefficiency  and  superfluous  development  of  health  care  facilities.  I 
refer  to  the  regional  planning  councils,  some  70  of  which  are  presently 
operating  throughout  the  United  States  and  I  have  appended  a  list 
of  them  to  my  report. 

These  councils  bring  together  medical  and  community  leadership 
working  to  synthesize  community  medical  needs  and  available  re- 
sources. The  system  has  just  during  the  last  year  been  buttressed  in 
New  York  State  by  State  law  which  provides  that  the  councils  will 
advise  the  State  health  department  on  the  efficacy  of  plans  to  construct 
or  enlarge  all  health  facilities. 

I  know  that  this  committee  is  concerned  with  the  possible  abuse  of 
depreciation  allowances.  Those  who  are  proposing  the  required  fund- 
ing of  depreciation  allowances  have  argued  that  the  present  system 
puts  the  Government  in  a  position  where  they  twice,  or  even  three 
times,  reimburse  hospitals  for  capital  expenditure.  The  first  payment 
is  in  the  initial  Hill-Burton  grants,  the  second  is  in  the  form  of 
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depreciation  allowances,  and  the  third  may  arise  when  the  hospital 
receives  a  further  grant  for  construction  or  equipment. 

The  important  point  to  keep  in  mind,  however,  is  that  the  only 
hospitals  that  may  so  embarrass  the  Government  are  voluntary  hos- 
pitals. It  is  only  they  that  have  in  the  first  instance  received  Govern- 
ment grants. 

Proprietary  hospitals  are  ineligible  for  such  grants  and  can  only 
seek  capital  in  the  marketplace,  or  from  among  doctors  and  com- 
munity leaders  determined  to  provide  hospital  protection  for  their 
fast  growing  communities. 

Thus,  it  is  clear  that  proprietary  hospitals  are  in  no  position  to  so 
abuse  depreciation  allowances.  It  is  equally  clear,  I  submit,  as  re- 
quired by  the  dynamics  of  free  enterprise  that  proprietary  hospitals 
must  be  entirely  free  to  utilize  their  available  funds,  including  de- 
preciation allowances. 

The  record  amply  indicates  that  when  titles  18  and  19  were  de- 
veloped, both  the  House  and  Senate  committees  fully  appreciated  the 
importance  of  the  depreciation  allowances. 

There  was,  to  be  sure,  some  question  as  to  the  administration's  ra- 
tionale for  depreciation  on  publicly  financed  and  otherwise  donated 
assets,  and  that  is  the  germ  of  what  the  proposed  legislation  now  seeks 
to  resolve.  But,  the  record  makes  entirely  evident  that  there  was 
general  understanding  that  depreciation  is  an  accepted  cost. 

Additional  clarification  is  necessary  for  definition  of  capital  ex- 
penditure. 

Only  one  additional  point  should  be  noted.  The  proposed  legislation 
would  require  hospitals  to  receive  permission  to  make  any  capital 
expenditures.   Such  a  regulation  can  only  generate  problems. 

For  example,  precisely  what  is  a  capital  expenditure?  Would  it 
include  modernization  of  existing  facilities,  major  construction  alter- 
ations, or  new  technological  improvements  ?  Might  it  even  go  so  far  as 
to  include  individual  pieces  of  equipment,  such  as  resuscitators,  and 
other  technology  required  in  the  day-to-day  operation  of  a  hospital  ? 

And  what  sort  of  redtape  would  be  involved  in  obtaining  permission 
to  buy  a  piece  of  lifesaving  equipment  urgently  needed?  How  long 
would  it  take  ?  What  happens  to  the  patient  meanwhile  ?  During  the 
last  few  years  the  city  of  New  York  has  piled  an  extra  level  of  bureauc- 
racy upon  its  municipal  hospitals.  The  newspapers  have  been  full 
01  the  scandalous  accounts  of  what  has  happened  as  a  consequence. 
Private  enterprise  cannot  operate  in  such  an  atmosphere. 

conclusion 

If  it  is  the  desire  of  Congress  to  encourage  the  investment  of  private 
capital  to  construct,  maintain,  and  utilize  facilities  for  participation 
in  the  health  needs  of  the  country,  it  is  imperative  that  there  be  no 
restriction  on  the  use  of  the  funds  generated  through  depreciation. 
Any  restriction  would  preclude  any  possibility  of  return  on  invested 
capital. 

In  addition,  it  would  prevent  the  payment  of  long-term  obligations. 
Such  default  would  mean  the  bankruptcy  of  the  proprietary  hospitals 
and  put  them  out  of  business.   If  that  should  be  the  intention  of  the 
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Congress,  then  it  should  arrange  for  the  purchase  of  the  proprietary 
hospitals  in  accordance  with  the  applicable  provisions  of  law,  not 
starve  them  or  use  attrition  as  a  means  of  accomplishing  this  purpose. 

The  proprietary  hospitals  of  the  country  have  repeatedly  been  put 
to  a  disadvantage  because  their  distinct  responsibilities  and  needs  are 
inadequately  understood  by  the  Nation's  policymakers.  This  proved 
to  be  the  case,  as  I  mentioned,  in  the  development  of  titles  18  and  19, 
and  now  underlies  our  manifest  difficulties  with  the  proposed  funding 
of  depreciation. 

Gentlemen,  proprietary  hospitals  offer  outstanding  hospital  serv- 
ices to  a  significant  proportion  of  the  Nation's  ill.  Their  dynamic  is 
that  of  free  enterprise,  and  if  they  are  to  expand,  even  survive,  they 
cannot  bear  more  restrictions  than  those  who  operate  in  other  free 
enterprise  sectors. 

Where  special  restrictions  are  found  to  be  necessary  on  the  volun- 
tary hospitals,  it  must  be  understood  that  those  should  not  auto- 
matically pertain  to  proprietary  hospitals.  The  two  groups  provide 
similar  services  but  are  of  an  essentially  different  organizational 
character. 

It  is  most  unfortunate  that  due  recognition  has  not  been  afforded  the 
difference  between  the  free  enterprise  system  of  health  facilities,  and 
the  facilities  which  are  constructed  through  donated  or  Government 
funds.  Our  hospitals  will  remain  in  jeopardy  until  Congress  recog- 
nizes the  fundamental  difference  between  eleemosynary  institutions 
and  those  required  by  the  laws  of  the  capital  market  to  show  a  con- 
tinuing return  on  capital,  as  well  as  record  of  service  to  the  com- 
munity. 

Thank  you,  gentlemen. 

(The  information  referred  to  follows:) 

Organizations  Engaged  in  Areawide  Planning  fob  Hospitals  and  Related 

Health  Facilities 

ALABAMA 

East   Central   Alabama   Health   Facilities   Planning   Association,  Anniston, 
Alabama. 

Birmingham  Area  Health  Facilities  Planning  Association,  Inc.,  Birmingham, 
Alabama. 

ABIZONA 

Health  Facilities  Planning  Council  Phoenix,  Arizona. 

Hospital  Planning  Council  for  Greater  Tucson,  Inc.,  Tucson,  Arizona. 

CALIFORNIA 

North  Coast  Health  Facilities  Planning  Association,  Inc.,  Eureka,  California. 
Regional  Health  Planning  of  the  South  San  Joaquin  Valley,  Visalia,  California. 
Hospital  Planning  Association  of  Southern  California,  Los  Angeles,  California. 
Hospital  Planning  Council  for  Sacramento,  Yolo  and  Placer  Counties,  Sacra- 
mento, California. 

Hospital  and  Health  Facility  Planning  Council  of  San  Diego  County,  San  Diego, 
California. 

Bay  Area  Health  Facilities  Planning  Association,  San  Francisco,  California. 
North  San  Joaquin  Valley  Regional  Health  Council,  Stockton,  California. 

COLORADO 

Colorado  Hospital  Service,  Denver,  Colorado.  - 
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CONNECTICUT 

Health  Care  Facilities  Planning  Council  for  Greater  Hartford,  Inc.,  Hartford, 
Connecticut. 

DISTRICT  OF  COLUMBIA 

Health  Facilities  Planning  Council  for  Metropolitan  Washington,  D.C.,  Wash- 
ington, D.C. 

FLORIDA 

Health  Facilities  Planning  Council  of  the  Jacksonville,  Area,  Inc.,  Jacksonville, 
Florida. 

GEORGIA 

Community  Council  of  the  Atlanta  Area,  Inc.,  Atlanta,  Georgia. 
Health  &  Hospital  Planning  Council  for  Metropolitan  Savannah,  Inc.,  Savannah, 
Georgia. 

'  HAWAII 

Health  Facilities  Planning  Council  of  Hawaii,  Honolulu,  Hawaii. 

IDAHO 

Hospital  Planning  Council  of  Southwestern  Idaho  and  Eastern  Oregon,  Boise, 
Idaho. 

ILLINOIS 

Hospital  Planning  Council  for  Metropolitan  Chicago,  Chicago,  Illinois. 

INDIANA  ° 

Indianapolis  Hospital  Development  Association,  Inc.,  Indianapolis,  Indiana. 

IOWA 

Health  Facilities  Planning  Council  of  Greater  Des  Moines,  Des  Moines,  Iowa. 
Dubuque  Area  Health  Facility  Planning  Board,  Inc.,  Dubuque,  Iowa. 

KANSAS 

Kansas  Health  Facilities  Information  Service,  Inc.,  Topeka,  Kansas. 

MAINE 

Health  Facilities  Planning  Council,  Augusta,  Maine. 

MICHIGAN 

Greater  Detroit  Area  Hospital  Council,  Inc.,  Detroit,  Michigan. 
Greater  Flint  Area  Health  Facilities  Planning  Council,  Flint,  Michigan. 
United  Community  Services  of  Grand  Rapids  and  Kent  County,  Inc.,  Grand 
Rapids,  Michigan. 

MINNESOTA 

Arrowhead  Region  Planning  Council  for  Health  Facilities  and  Services,  Duluth, 
Minnesota. 

Joint  Staff  of  the  Metropolitan  St.  Paul  and  Minneapolis  Hospital  Planning 

Councils,  St.  Paul,  Minnesota. 
Central-Minnesota  Planning  Council  for  Health  Facilities  and  Services,  St.  Cloud, 

Minnesota. 

MISSOURI 

Hospital  Planning  Council  for  the  Kansas  City  Metropolitan  Area,  Kansas  City, 
Missouri. 

Metropolitan  St.  Louis  Hospital  Planning  Commission,  Inc.,  St.  Louis,  Missouri. 

NEBRASKA 

Lincoln  Hospital  and  Health  Council,  Lincoln,  Nebraska. 
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NEW  JERSEY 

Hospital  and  Health  Council  of  Newark  and  Vicinity,  Newark,  New  Jersey. 
Health  Facilities  Planning  Council  for  New  Jersey,  Princeton,  New  Jersey. 
Hospital  Planning  Association  of  Mercer  County,  Princeton,  New  Jersey. 

NEW  YORK 

Regional  Hospital  Review  and  Planning  Council  of  Northeastern  New  York,  Inc., 
Albany,  New  York. 

Hospital  Review  and  Planning  Council  of  Western  N.Y.,  Inc.,  Buffalo,  New  York. 
Long  Island  Hospital  Review  and  Planning  Council,  Inc.,  Hicksville,  New  York. 
Hospital  Review  and  Planning  Council  of  Southern  N.Y.,  Inc.,  New  York,  New 
York. 

Rochester  Regional  Hospital  Council,  Inc.,  Rochester,  New  York. 

Health  Council  of  Monroe  County,  Inc.,  Rochester,  New  York. 

Hospital  Review  and  Planning  Council  of  Central  N.Y.Jnc,  Syracuse,  New  York. 

Community  Health  Information  and  Planning  Service,  Syracuse,  New  York. 

NORTH  CAROLINA 

Health  Planning  Council  for  Central  North  Carolina,  Durham,  North  Carolina. 
Citizens  Planning  Council  of  Forsyth  County,  Inc.,  Winston-Salem,  N.  Carolina. 

OHIO 

Community  Chest  and  Council  of  the  Cincinnati  Area,  Inc.,  Cincinnati,  Ohio. 
Regional  Hospital  Planning  Board,  Cleveland,  Ohio. 
Columbus  Hospital  Federation,  Columbus,  Ohio. 

Hospital  Planning  Council  of  the  Greater  Miami  Valley,  Dayton,  Ohio. 
Hospital  Planning  Association  of  Greater  Toledo,  Inc.,  Toledo,  Ohio. 

OKLAHOMA 

Community  Council  of  Oklahoma  City  and  County,  Oklahoma  City,  Oklahoma. 

OREGON 

Lane  County  Areawide  Planning  Council  for  Hospital  and  Medical  Care 

Facilities,  Eugene,  Oregon. 
Klamath  County  Area  Planning  Council  for  Medical  and  Health  Facilities, 

Klamath  Falls,  Oregon. 
Regional  Health  Facilities  Planning  Council,  Medford,  Oregon. 
Hospital  Planning  Council  for  the  Metropolitan  Portland  Area,  Portland,  Oregon. 
Mid- Willamette  Valley  Council  of  Governments,  Salem,  Oregon. 

PENNSYLVANIA 

Lehigh  Valley  Hospital  Planning  Council  of  Eastern  Pennsylvania,  Bethlehem, 
Pennsylvania. 

Hospital  Survey  Committee,  Philadelphia,  Pennsylvania. 

Hospital  Planning  Association  of  Allegheny  County,  Pittsburgh,  Pennsylvania. 

RHODE  ISLAND 

Rhode  Island  Health  Facilities  Planning  Council,  Inc.,  Providence,  Rhode  Island. 

TENNESSEE 

Mid-South  Medical  Center  Council  for  Comprehensive  Health  Planning,  Inc., 
Memphis,  Tennessee. 

Nashville  Metropolitan  Region  Health  and  Hospital  Planning  Council,  Nash- 
ville, Tennessee. 

TEXAS 

Amarillo  Area  Foundation,  Inc.,  Amarillo,  Texas. 

North  Texas  Planning  Council  for  Hospitals  and  Related  Health  Facilities, 
Dallas,  Texas. 
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WASHINGTON 

Health  Facilities  Planning  and  Development  Board,  Inc.,  Seattle,  Washington, 
Inland  Empire  Health  Facilities  Planning  Council,  Inc.,  Deer  Park,  Washington. 

WEST  VIRGINIA 

Hospital  Planning  Council  of  the  Kanawha  Valley,  Charleston,  West  Virginia. 

WISCONSIN 

Hospital  Area  Planning  Committee,  Inc.,  Milwaukee,  Wisconsin. 


Organizations  Engaged  in  Developing  Health  Facility  Planning  Programs 

connecticut 

Connecticut  Hospital  Planning  Commission,  Inc.,  New  Haven,  Connecticut. 

FLORIDA 

Florida  Hospital  Research  and  Education  Foundation,  Orlando,  Florida. 

INDIANA 

Indiana  Health  Facilities  Planning  Program,  Indianapolis,  Indiana. 

MICHIGAN 

Michigan  Health  Facilities  Planning  Council,  Lansing,  Michigan. 

MINNESOTA 

Joint  Program  for  Development  and  Coordination  of  Local  Health,  Minneapolis, 
Minnesota. 

OHIO 

Ohio  Hospital  Association,  Columbus,  Ohio. 

The  Chairman.  Thank  you,  Mr.  Goodman.     Are  there  any  ques- 
tions of  Mr.  Goodman  ? 
Mr.  Utt.  I  have  one. 
The  Chairman.  Yes,  Mr.  Utt. 

Mr.  Utt.  Mr.  Goodman,  we  recognize  that  depreciation  is  an  es- 
sential cost  of  doing  business  in  a  hospital  or  anywhere  else.  Xow. 
if  you  are  not  allowed  depreciation,  and  proper  depreciation,  on  medi- 
care patients  don't  you  have  to  make  that  up  in  what  you  charge  the 
other  sector  of  your  patients  ? 

Mr.  Goodman.  Yes,  we  do  and  this  would  be  a  cost  that  would  be 
in  addition  to  what  their  customary  charge  would  be.  Someone  has  to 
pay  for  it. 

Mr.  Utt.  One  of  the  things  when  we  had  a  full  discussion  on  social 
security  was  the  assurance  that  there  would  be  no  shift  from  the  medi- 
care patient  on  to  the  under  65  patients  to  increase  their  burden,  and 
apparently  the  lack  of  depreciation  allowance  is  making  that  shift. 

Mr.  Goodman.  No;  we  do  get  a  depreciation  allowance  under  the 
present  reimbursement  formula.  However,  under  the  proposed  bill  if 
you  will  require  us  to  take  that  allowance  and  place  it  in  the  fund  for 
utilization  of  new  facilities,  this  means  that  we  will  not  be  able  to  uti- 
lize that  cash  generated  to  pay  off  the  obligations  that  we  have  al- 
ready assumed. 
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I  will  illustrate  it  very  simply  I  think.  Proprietary  hospitals  usu- 
ally invest  one-third  of  the  total  amount  of  capital  required  in  cash. 
Let's  assume  that  the  hospital  will  cost  $3  million.  They  will  put  $1 
million  up  and  borrow  the  other  $2  million  on  a  long-term  mortgage, 
over  a  20-  or  25 -year  period.  They  depend  on  the  depreciation  to  gen- 
erate sufficient  cash  to  amortize  that  20-year  obligation,  and  this  is 
true,  incidentally,  of  many  of  the  voluntary  institutions,  particularly 
in  the  California  area,  where  they  have  bond  issues  they  float  for  that 
purpose. 

If  you  are  going  to  isolate  this  amount  of  money  and  not  allow  them 
to  use  it,  somebody  else  is  going  to  have  to  pay  for  it  to  pay  off  these 
debts  or  they  will  go  out  of  business. 

I  think  that,  as  I  understand  the  record,  and  I  think  the  Senate 
Finance  Committee  had  a  very  long  discussion,  Senator  Anderson  par- 
ticularly thought  that  it  was  grossly  unfair  that  the  Government 
should  pay  for  this  grant  first  by  depreciation  and  then  giving  it  to 
them  and  let  them  use  it  for  whatever  they  want  and  when  the  time 
came  for  the  new  facility  to  come  back  to  the  Government  and  say, 
"Well,  we  need  more  money  now." 

If  that  is  the  purpose  of  it  I  think  that  you  gentlemen  are  very  well 
advised  in  doing  that  because  that  will  provide  at  least  that  contin- 
gency, but  when  you  do  this  to  private  capital  you  are  putting  them 
out  of  business. 

Mr.  Utt.  Thank  you.    That  is  all,  Mr.  Chairman. 

The  Chairman.  Any  further  questions  ? 

If  not,  again  we  thank  you,  Mr.  Goodman,  for  coming  to  the  com- 
mittee. 

Mr.  Goodman.  Thank  you  very  much. 
The  Chairman.  Mr.  Fleming  and  Mr.  Erickson. 
Mr.  Fleming  and  Mr.  Erickson,  if  you  will  identify  yourselves  for 
our  record,  we  will  be  glad  to  recognize  you. 
Mr.  Utt.  Mr.  Chairman. 
The  Chairman.  Yes,  Mr.  Utt. 

Mr.  Utt.  While  they  are  preparing  to  put  on  the  microphone,  I 
want  to  welcome  both  Mr.  Fleming  and  Mr.  Erickson  to  the  com- 
mittee. As  you  know,  the  Kaiser  Foundation  has  been  one  of  the 
pioneers  in  the  field  of  prepaid  insurance  and  health  plans.  They  have 
been  most  successful  in  California  in  trying  to  integrate  a  long- 
standing hospital  program  with  the  medicare  program. 

We  went  part  way,  but  I  don't  think  we  went  as  far  as  is  necessary, 
and  I  do  compliment  the  Kaiser  Foundation  for  its  work  in  the  hos- 
pital prepayment  medicare  program,  and  now  in  existence  some  30 
years,  I  believe,  or  very  close  to  that. 

STATEMENT  OF  SCOTT  FLEMING,  VICE  PRESIDENT  AND  ASSOCIATE 
MANAGER  OF  KAISER  FOUNDATION  HEALTH  PLAN,  INC., 
ACCOMPANIED  BY  ROBERT  J.  ERICKSON,  LEGAL  COUNSEL 

Mr.  Fleming.  Yes. 

The  Chairman.  We  are  pleased  to  have  both  of  you  with  us,  and 
you  are  recognized,  sir. 

Mr.  Fleming.  Thank  you,  Mr.  Chairman. 
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I  wish  very  much  to  thank  Congressman  Utt  for  his  kind 
introduction. 

I  am  Scott  Fleming,  vice  president  and  associate  manager  of  Kaiser 
Foundation  Health  Plan.  With  me  is  Robert  Erickson,  legal  counsel 
for  our  program.  We  appreciate  this  opportunity  to  discuss  two  prob- 
lems of  great  significance  which  are  presented  by  section  129  of  the 
proposed  "Social  Security  Amendments  of  1967." 

KAISER  FOUNDATION  MEDICAL  CARE  PROGRAM 

The  Kaiser  Foundation  medical  care  program  is  the  largest  of 
several  comprehensive  prepaid  group-practice  health  care  programs  in 
the  United  States.  Our  program  now  serves  more  than  1,500,000 
members — an  increase  of  over  300,000  members  since  we  testified  be- 
fore this  committee  in  1965,  and  somewhat  over  5  percent  of  the  popu- 
lation of  the  Pacific  Coast  States  and  Hawaii  in  which  we  operate. 

Ours  is  a  nonprofit,  financially  self-sufficient  program  which 
functions  under  private  sponsorship  and  management.  Similar  plans 
serve  substantial  populations  in  New  York,  Detroit,  Washington,  D.C., 
Seattle,  Cleveland,  and  elsewhere.  These  medical  care  programs 
represent  a  systematically  planned  and  organized  approach  to  the 
the  provision  of  heatlh  care  services — a  significant  characteristic  in 
view  of  the  health  facility  planning  provisions  of  section  129. 

OUR  EXPERIENCE  UNDER  MEDICARE 

In  1965  we  expressed  concern  regarding  the  impact  which  the 
original  medicare  legislation — fundamentally  oriented  toward  the 
insurance  concept  of  cash  payment — would  have  on  organizations  such 
as  ours  which  provide  health  care  services  directly  instead  of  acting  as 
payers  of  hospital  and  medical  care  bills. 

Our  experience  during  a  year  of  preparing  to  coordinate  our  opera- 
tions with  medicare  and  8  months  of  actual  operations  thereunder 
confirm  the  concerns  which  we  expressed  to  this  committee.  How- 
ever, even  though  the  amendments  which  then  suggested  were  not 
adopted,  we  have — with  the  aid  of  helpful  expressions  in  this  com- 
mittee's report,  and  through  extensive  work  with  able  and  conscien- 
tious personnel  in  the  Social  Security  Administration — been  able  to 
resolve  many  problems.  Continuing  efforts  are  underway  to  develop 
constructive  solutions  to  a  number  of  unresolved  problems. 

These  problems  involve  administrative  and  financial  relationships 
and  interpretation  of  the  existing  medicare  law — not  medical  and  hos- 
pital care.  I  can  assure  this  committee  that  the  medicare  beneficiaries 
enrolled  in  our  program — between  50,000  and  60,000  persons — have 
been  served  without  disruption  under  a  combined  medicare-Kaiser 
Foundation  health  plan  coverage  which,  for  the  individual  beneficiary, 
represents  a  significant  increase  in  benefits  at  a  reduced  out-of-pocket 
cost. 

MAJOR  PROBLEMS  PRESENTED  BY  SECTION   129  FUNDING  DEPRECIATION 

AND  HEALTH  CARE  FACILITY  PLANNING 

Consistently,  since  1961,  the  Kaiser  Foundation  health  plan  sup- 
ported the  basic  medicare  legislation  because  wTe  were  satisfied  that, 
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despite  the  substantial  difficulties  which  it  portended  for  comprehen- 
sive integrated  health  care  programs,  it  would  meet  an  important 
social  need  in  a  reasonable  and  practical,  even  though  not  an  optimum, 
manner. 

Today  we  must  register  our  most  vigorous  opposition  to  the  pro- 
visions contained  in  section  129  of  H.R.  5710  which  relate  to  funding 
of  depreciation  and  health  facility  planning. 

In  this  connection  I  might  mention  that  we  are  perhaps  unlike  many 
nonprofit  programs  because  we  are  financially  self -sufficient,  although 
the  Kaiser  family  and  various  branches  of  the  Kaiser  organization 
provide  some  seed  money  to  get  this  program  started.  Basically  most 
of  the  program  has  generated  the  funds  for  itself,  and  hence  we  are  in 
the  position  that  is  not  unlike  Mr.  Goodman  who  just  testified,  from 
the  viewpoint  of  the  proprietary  hospitals.  We  are  conducting  an 
enterprise  that  has  to  be  successful  on  its  own  feet,  and  we  believe  this 
is  the  sound  approach  to  a  health  care  enterprise  whether  it  be  non- 
profit or  proprietary. 

We  regret  the  necessity  to  oppose  these  provisions  because  we  know 
that  they  are  proposed  and  supported  by  conscientious  and  well-moti- 
vated people  and  organizations  in  the  sincere  belief  that  they  represent 
desirable  solutions  to  important  problems.  However,  our  organiza- 
tion has  considerable  experience  in  health  facility  planning  and  alloca- 
tion of  resources  to  health  care  facilities  and  services;  and  this  ex- 
perience convinces  us  that  the  funding  and  planning  provisions  of 
section  129  are  economically  unsound  and  socially  undesirable.  Thus 
we  feel  obliged  to  express  as  thoroughly  as  time  permits,  the  reasons 
for  our  opposition. 

FUNDING  OF  DEPRECIATION 

If  we  were  seeking  an  example  of  a  superficially  plausible  economic 
concept  which  embodies  serious  fallacy,  the  concept  of  funding  de- 
preciation would  be  a  leading  candidate.  In  its  simplest  form  fund- 
ing of  depreciation  will  involve  investing  capital  at  the  rate  available 
on  the  most  conservative  investments,  such  as  Government  bonds,  and 
replacing  the  frozen  capital  by  borrowing  money  at  much  higher  rates 
of  interest.  Our  experience  shows  that  the  difference  between  the  rate 
at  which  our  financially  sound  organization  can  borrow  and  the  aver- 
age rate  on  the  type  of  investment  appropriate  for  funding  might  ap- 
proximate 2  percent — a  differential  which  in  one  way  or  another  would 
be  reflected  in  the  cost  of  health  care  services. 

In  our  case,  looking  at  actual  experience  from  1961  through  1966 
and  forecasts  for  1967  through  1970 — a  total  of  10  years — this  differen- 
tial applied  to  depreciation  in  our  total  operation  would  produce  an 
additional  interest  cost  of  $3  million.  Twenty  per  cent  of  this  amount, 
the  approximate  proportion  applicable  to  the  utilization  of  our  fa- 
cilities by  persons  over  65,  would  represent  $600,000.  We  do  not  think 
this  committee  intends  to  require  us  to  dissipate  an  average  of  $60,- 
000  a  year  in  unnecessary  interest  expense  through  legally  prescribed 
misuse  of  resources,  nor  do  we  think  the  committee  intends  to  compel 
other  health  care  organizations  to  engage  in  comparable  waste. 

The  problem  so  far  discussed  involves  interest  only ;  the  6  to  7  mil- 
lion dollars  which  the  proposed  depreciation  requirement  would  have 
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us  tie  up  in  a  funded  reserve  would  be  sufficient  pay  for  a  modern  medi- 
cal center  serving  some  75,000  health  plan  members. 

The  underlying  issue  here  is  the  efficient  use  of  capital.  We  feel 
confident  that  qualified  economists  familiar  with  problems  of  enter- 
prise financing  and  resource  allocation  will  regard  funding  of  de- 
preciation as  an  economically  unsound  approach  in  the  circumstances 
facing  the  health  care  industry  in  the  United  States  today — with  a 
rapidly  advancing  technology,  rapidly  increasing  personnel  costs,  and 
serious  shortages  of  skilled  health  care  personnel.  Significant  modi- 
fication in  the  pattern  of  rapidly  increasing  health  care  costs  can  real- 
istically be  expected  only  through  capital  investment  on  a  scale 
scarcely  yet  appreciated.  Depreciation  is  a  major  source  of  new  in- 
vestment. 

To  take  a  simple  example,  20  years  ago  a  widely  used  hospital  bed 
made  by  the  Simmons  Co.  cost  approximately  $65.  A  similar  bed 
today  will  cost  about  $150.  However,  we  purchase  patient-controlled, 
electrically  operated  beds  which  cost  about  $500,  because  these  beds 
provide  more  patient  comfort,  and  greatly  reduce  demands  upon  the 
nursing  staff  for  bed  adjustment,  with  important  savings  in  personnel 
time  and  consequently  in  operating  costs. 

Much  more  dramatic  is  the  transition  in  scientific  equipment. 
Twenty  years  ago  manually  operated  blood  testing  equipment,  for  a 
medium-sized  hospital  laboratory,  would  have  cost  perhaps  $1,000, 
and,  if  used  today  in  California,  would  involve  a  cost  of  more  than  $1 
per  test,  and  inaccuracies  of  up  to  10  percent. 

Current  automatic  equipment  for  which  we  pay  some  $30,000  per- 
mits blood  tests  at  an  average  cost  of  approximately  50  cents,  with  re- 
sults accurate  to  within  about  2  percent.  The  most  advanced  equip- 
ment in  existence,  for  which  we  are  now  negotiating,  will  represent  an 
investment  of  some  $450,000  plus  the  cost  of  associated  computers; 
however,  we  expect  this  installation  to  perform  the  work  of  30  scarce 
clinical  laboratory  technicans,  with  further  improved  accuracy,  and 
a  reduction  in  the  average  cost  per  test  to  approximately  5  cents. 

It  is  also  appropriate  to  point  out  that  the  provisions  on  funding 
depreciation  do  not  appear  to  authorize  use  of  funds  generated  through 
depreciation  for  repayment  of  indebtedness — a  devastating  blow  at  the 
capacity  of  health  care  organizations  to  raise  capital  by  borrowing 
from  banks  and  other  conventional  sources  of  major  financing. 

Members  of  the  committee  might  dismiss  much  of  the  foregoing  as 
missing  the  point  because  the  proposed  legislation  would  not  render 
depreciation  funds  unavailable  for  capital  investment  but  only  for 
"improper  capital  expenditures,"  which  brings  us  to  the  heart  of  the 
issue— health  facility  planning,  and  the  problem  of  who  determines 
what  investments  are  "improper" — and  by  what  standards. 

HEALTH  FACILITY  PLANNING 

For  more  than  20  years  responsible  observers  of  health  care  in  the 
United  States  have  deplored  the  lack  of  planning  in  the  health  care 
field  and  the  rather  haphazard  development  of  hospitals  and  other 
health  care  facilities,  with  various  governmental  units,  voluntary 
nonprofit  organizations,  and  proprietary  sponsors  pursuing  their  in- 
dividual aims  in  an  uncoordinated  manner.    The  resulting  duplica- 


784 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


tions,  overlaps,  and  gaps  have  been  widely  condemned,  and  govern- 
mental and  voluntary  money  and  effort  have  been  expended  at  every 
level  in  pursuit  of  planning. 

Indeed,  health  facility  planning  was  a  major  objective  of  the  Hill- 
Burton  program  enacted  by  Congress  in  1946,  and  during  the  last  10 
years  efforts  and  expenditures  justified  under  the  planning  label 
have  accelerated  at  a  phenomenal  rate.  To  a  much  greater  extent  than 
most  people  realize  the  rather  unordered  complement  of  health  care 
facilities  in  the  United  States,  which  now  constitutes  exhibit  A  in 
support  of  planning,  is,  in  fact,  the  product  of  increasingly  vigorous 
planning  efforts.  But,  say  the  advocates,  heretofore  planning  has 
not  had  any  teeth  whereas  H.R.  5710,  by  relating  medicare  reimburse- 
ment to  compliance  with  State  health  facility  plans,  will  give  the  plan- 
ners effective  powers  of  enforcement,  and  planning,  at  last,  will  work. 

The  skeptic  might  wonder  whether  disallowance  of  depreciation  for 
medicare  patients  will  produce  more  effective  planning  results  than 
outright  grants  of  large  sums  of  Government  money,  but  this  query 
misses  the  most  significant  issues.  The  statutory  notion  that  we  deal 
with  is  the  concept  of  "improper  capital  expenditures" — any  "capital 
expenditure  (which)  *  *  *  the  State  agency  *  *  *  determines  *  *  * 
does  not  conform  to  the  overall  plan  *  *  *" 

So  let  us  consider  some  basic  questions  related  to  health  facility 
planning — 

Planning  by  whom  ? 

Planning  for  whom  ? 

Planning  of  what  ? 

The  normal  consequence  of  establishing  a  health  facility  planning 
program  is  that  the  planning  process  will,  directly  or  indirectly,  be 
committed  to  professionals  in  the  health  care  field — the  physicians,  the 
hospital  administrators,  and  others  active  in  health  care  careers — that 
is  to  say,  the  same  people  who  are  responsible  for  the  allegedly  un- 
satisfactory present  situation  which  requires  more  congressional  sup- 
port of  planning. 

The  significant  issues  in  planning  for  a  more  orderly  and  economical 
system  of  health  care  facilities  and  services  are  not  technical  issues 
falling  within  the  professional  competence  of  physicians,  hospital  ad- 
ministrators, and  other  persons  for  whom  health  care  is  a  career. 

The  basic  issues  involve  political,  economic,  and  social  policy  which, 
in  a  government  ally  sanctioned  planning  system,  should  be  com- 
mitted to  persons  representing  the  entire  public  as  consumers,  not 
providers,  of  health  care  services.  The  professionals  can  and  should 
function  as  technical  advisers  on  the  many  technical  complexities  of 
health  care ;  but  the  only  kind  of  governmentally  sponsored  planning 
that  can  be  justified  is  planning  for  the  consuming  public,  and  we 
suggest  that  this  will  only  be  achieved  if  planning  policy  is  controlled 
by  representatives  of  the  total  community. 

This  viewpoint  is  not  based  on  any  lack  of  respect  for  the  sincerity 
and  dedication  of  health  care  professionals,  but  rather  on  a  simple 
and  almost  inescapable  human  characteristic  which  one  physician  ex- 
pressed to  me  by  saying  that  "You  can't  jump  out  of  your  skin." 

Among  individuals  who  have  devoted  extensive  careers  to  practic- 
ing medicine,  or  administering  or  otherwise  participating  in  the 
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operation  and  management  of  hospitals  and  other  facilities  which  are 
part  of  the  traditional  U.S.  health  care  sysem,  only  the  most  remarkable 
can  detach  themselves  sufficiently  from  their  environments  to  have  an 
objective  and  fresh  perspective  from  which  to  make  the  policy  judg- 
ments involved  in  health  facility  planning. 

And  now  we  go  to  the  last,  and  in  some  respects  the  most  far-reaching 
issue — what  shall  planning  encompass  ? 

To  make  my  point  briefly,  I  will  resort  to  an  analogy  that  will  seem 
far-fetched,  but  with  pertinence  that  will,  I  believe,  be  appreciated  as 
the  nature  of  planning  in  the  health  care  field  is  more  fully  understood. 

Let  us  look  at  the  automobile  industry  in  the  United  States  with  its 
carefully  planned,  highly  integrated  production  facilities  representing 
an  advanced  embodiment  of  industrial  planning.  Let  us  imagine  that 
the  discrete  elements  of  an  integrated  automobile  factory  represent  the 
highest  level  of  current  technology,  with  automated  machines  con- 
trolled by  trained  and  experienced  automobile  workers. 

Now  let  us  make  one  further  and  admittedly  preposterous  assump- 
tion that,  although  each  discrete  element  of  this  factory  is  carefully 
planned,  the  movement  of  raw  materials  and  partially  fabricated  auto- 
mobiles through  the  plant  is  unplanned  and  haphazard  so  that,  for 
example,  engine  blocks  are  delivered  to  cylinder  boring  machines  from 
a  variety  of  directions  at  irregular  intervals  by  a  mixture  of 
conveyances. 

Ridiculous  and  irrelevant  ?  We  believe  not,  because  the  crucial  ele- 
ment in  health  care  is  not  the  facility — no  matter  how  modern  and 
sophisticated — but  the  service  of  individual  physicians  whose  profes- 
sional judgments  in  the  handling  of  individual  patients  determine  how 
health  care  facilities  are  utilized.  Planning  health  care  facilities  with- 
out planning  the  organization  of  the  professional  services  which  will 
control  the  use  of  the  facilities  closely  approaches  an  exercise  in  futility. 

Please  let  me  be  completely  clear  that  we  do  not  suggest  expanding 
the  scope  of  planning  contemplated  by  H.R.  5710  to  encompass  plan- 
ning the  manner  in  which  physicians  shall  organize  their  practices. 
Most  physicians  in  the  United  States  practice  individually  or  in  small 
groups  in  a  highly  individualistic  fashion.  We  do  not  suggest  that  any 
arm  of  Government  can  advantageously  modify  this  pattern  of  medical 
practice,  by  statute  or  decree,  nor  do  we  suggest  that  such  action  would 
be  desirable  even  if  it  were  practical.  What  we  do  assert  is  that  plan- 
ning of  the  externals — location,  brick  and  mortar,  and  equipment  that 
make  up  health  care  facilities — can  only  produce  ineffective  and  dis- 
appointing results  if  the  heart  of  the  health  care  system,  the  profes- 
sional practice  of  the  physician — is  to  remain  outside  the  jurisdiction 
of  planning. 

I  speak  from  the  viewpoint  of  an  organization  heavily  engaged  in 
planning  health  facilities  and  services  to  meet  the  needs  of  a  large  and 
rapidly  increasing  population.  We  know  that  this  is  a  most  complex 
and  difficult  subject ;  and  we  urge  the  committee  that  planning,  spon- 
sored and  sanctioned  by  government,  deserves  full-scale  congressional 
consideration  on  its  own  merits  and  should  not  become  national  policy 
through  provisions  which  are  almost  incidental  in  H.R.  5710. 
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In  this  connection  the  findings  of  two  Presidential  Commissions,  the 
existing  Commission  on  Health  Manpower  and  the  proposed  Commis- 
sion on  Health  Facilities,  should  be  highly  relevant. 

In  conclusion  we  wish  to  suggest  to  this  committee  that,  unless  the 
most  extensive  and  careful  safeguards  are  developed,  health  facility 
planning — under  governmental  sponsorship,  and  supported  by  eco- 
nomic sanctions,  has  an  alarming  potential  for  perpetuating  the  status 
quo,  promoting  conformity  and  stifling  innovation  and  diversity — a 
tragic  prospect  at  a  time  when  technological  change  in  health  care 
can,  within  the  lifetime  of  people  in  this  room,  produce  benefits  now 
scarcely  imagined,  and  at  a  time  in  which,  in  an  atmosphere  of  freedom 
and  flexibility,  social  and  organizational  changes  and  innovations  in 
the  health  care  field  can  produce  public  benefits  dwarfing  to  insig- 
nificance the  financial  benefits  claimed  to  be  available  through  health 
facility  planning  provisions  of  H.K.  5710. 

Thank  you. 

The  Chairman.  Thank  you,  Mr.  Fleming.    We  appreciate  having 
you  and  Mr.  Erickson  with  us  today. 
Are  there  any  questions  ? 
Mr.  Utt.  Mr.  Chairman. 
The  Chairman.  Mr.  Utt. 

Mr.  Utt.  I  don't  know  whether  you  read  the  statement  of  Mr.  Good1 
man  where  he  refers  to  the  70  regional  planning  commissions.  Do  they 
do  anything  toward  the  efficient  operation  of  a  hospital,  or  do  they  just 
recommend  locations  ? 

Mr.  Fleming.  Well,  they  do  various  things  in  various  places.  In 
California  there  are  a  considerable  number.  To  date  they  have  not 
had  authority  to  enforce  their  recommendations,  but  they  do  make 
quite  extensive  recommendations  on  the  subject  not  only  of  location 
of  new  facilities,  but  on  the  operation  thereof. 

For  example,  they  have  been  making  efforts  in  the  city  of  San  Fran- 
cisco to  achieve  consolidation  of  certain  services  in  certain  hospitals. 
As  yet  I  do  not  think  there  are  any  very  tangible  results  to  be  pointed 
to. 

Mr.  Utt.  You  don't  think  that  they  can  resolve  the  analogy  that  you 
made  of  the  automobile  industry  ? 

Mr.  Fleming.  I  do  not  think  that  they  can.  To  us  running  an 
integrated  program,  it  is  fundamental  that  the  role  of  the  physician 
is  primary,  and  we  plan  basically  around  the  physician,  but  the  general 
concept  of  planning  is  planning  around  the  facility.  If  the  physicians 
are  willing,  as  in  our  program  they  are,  voluntarily  to  come  with  the 
program  and  participate  in  the  planning,  then  you  can  have  a  really 
integrated  program,  but  if  the  physicians  are  practicing  individually 
and  looking  at  the  facilities  only  as  a  place  to  take  patients,  you  are 
planning  with  the  heart  of  the  problem  outside  the  plant. 

Mr.  Utt.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

If  not,  again  we  thank  you,  gentlemen. 

That  completes  the  calendar  for  today,  and  without  objection,  the 
committee  will  adjourn  until  10  o'clock  in  the  morning. 

(Whereupon,  at  1 :45  p.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  Thursday,  March  9, 1967.) 
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THURSDAY,  MARCH  9,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  B.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man) presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witnesses  this  morning  are  representatives  of  the  American 
Nursing  Home  Association,  Mr.  Walker  and  Mr.  Pickens,  accompa- 
nied by  others. 
Will  you  please  come  to  the  witness  table  ? 
Mr.  Walker,  are  you  to  make  the  opening  statement  ? 

STATEMENTS  OF  JOHN  K.  PICKENS,  GENERAL  COUNSEL,  AMERICAN 
NURSING  HOME  ASSOCIATION;  STEPHEN  J.  MORRIS,  PAST  PRESI- 
DENT, CALIFORNIA  NURSING  HOME  ASSOCIATION;  CHARLES  Z. 
WICK,  PRESIDENT,  UNITED  CONVALESCING  HOSPITALS  OF  LOS 
ANGELES;  AND  MARVIN  SMITH,  CPA,  DENVER,  COLO.;  ACCOM- 
PANIED BY  ED  WALKER,  PRESIDENT,  AMERICAN  NURSING  HOME 
ASSOCIATION;  HAROLD  SMITH,  PRESIDENT,  LOUISIANA  NURS- 
ING HOME  ASSOCIATION,  AND  FRANK  G.  ZELENKA,  ASSISTANT 
EXECUTIVE  DIRECTOR,  AMERICAN  NURSING  HOME  ASSOCIATION 

Mr.  Walker.  Mr.  Pickens  will  make  the  opening  statement. 

The  Chairman.  Mr.  Pickens.  If  you  will  identify  yourself,  Mr. 
Pickens,  for  our  record  by  giving  us  your  name,  address  and  capacity 
in  which  you  appear  we  will  appreciate  it. 

STATEMENT  OF  JOHN  K.  PICKENS,  GENERAL  COUNSEL,  AMERICAN 
NURSING  HOME  ASSOCIATION 

Mr.  Pickens.  Thank  you,  Mr.  Chairman.  I  am  the  general  coun- 
sel of  the  American  Nursing  Home  Association.  I  have  with  me 
today  Mr.  Stephen  Morris  on  my  left,  who  is  the  past  president  of  the 
California  association,  who  will  also  make  a  statement,  and  on  his 
right  is  Mr.  Frank  G.  Zelenka,  assistant  executive  director,  American 
Nursing  Home  Association.  On  my  right  I  have  Mr.  Ed  Walker, 
the  president  of  the  American  Nursing  Home  Association  and  on  his 
right  is  Mr.  Harold  Smith,  the  president  of  the  Louisiana  Nursing 
Home  Association. 

787 


788 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


The  Chairman.  You  do  not  have  at  the  table  Mr.  Wick  or  Mr. 
Smith? 

Mr.  Pickens.  Mr.  Wick  and  Mr.  Marvin  Smith,  Mr.  Chairman, 
will  give  their  statements  after  Mr.  Morris  and  myself. 
The  Chairman.  All  right.    Are  they  at  the  table  ? 
Mr.  Pickens.  No,  they  are  not  at  the  table;  no,  sir. 
The  Chairman.  I  -  didn't  think  so.    You  are  recognized,  sir. 
Mr.  Pickens.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  this  committee,  I.  do  have  a  short 
statement  attached  to  which  are  copies  of  correspondence  with  Secre- 
tary and  Under  Secretary  of  the  Department  of  Health,  Education, 
and  Welfare  as  well  as  a  small  random  sample  of  correspondence  with 
the  Governors  of  a  few  States.  Copies  of  this  have  been  made  avail- 
able to  members  of  the  committee  so  I  will  try  to  be  as  brief  as  possible. 

My  name  is  J ohn  K.  Pickens.  I  am  a  partner  in  the  firm  of  Daw- 
son, Griffin,  Pickens  &  Riddell  of  Washington,  D.C.,  and  I  have  been 
general  counsel  of  the  American  Nursing  Home  Association  for  the 
past  6  years.  I  appreciate  the  opportunity  to  appear  before  you  to 
discuss,  along  with  other  representatives  of  the  association,  several 
problems  involving  titles  XVIII  and  XIX  of  the  Social  Security 
Act  as  well  as  those  involved  in  the  bill  H.R.  5710. 

correspondence  with  hew 

On  January  16, 1967, 1  sent  a  seven-page  letter  to  Secretary  Gardner 
in  which  we  disputed  the  authority  of  the  Secretary  to  issue  regula- 
tions under  the  present  title  XIX  fixing  standards  of  professional 
care  for  public  and  private  institutions  for  recipients  of  old-age  assist- 
ance. A  copy  of  this  letter  was  forwarded  to  each  member  of  this 
committee. 

Under  Secretary  Wilbur  Cohen  answered  this  letter  in  part  on 
February  25,  1967,  and  I  understand  a  copy  of  his  response  has  been 
made  a  part  of  the  record.  I  would  like  to  have  my  original  letter  of 
January  16,  1967,  and  my  response  of  March  8, 1967,  made  part  of  the 
record  at  the  conclusion  of  the  testimony  of  the  witnesses  for  the 
American  Nursing  Home  Association. 

The  Chairman.  In  order  to  have  a  complete  picture — I  am  not 
certain  just  where  in  the  record  this  letter  from  under  Secretary 
Wilbur  Cohen  may  have  been  placed,  the  one  you  referred  to — it  hasn't 
been  received  yet  I  understand,  so  I  think  it  would  be  better  for  the 
record  if  all  of  this  correspondence  could  be  placed  together  in  the 
record,  either  in  connection  with  your  testimony  or  Mr.  Cohen's  testi- 
mony or  in  between  somewhere,  so  we  will  let  the  staff  work  with  you 
in  the  placement  of  it  in  the  record.    (See  p.  355  and  p.  796.) 

Without  objection,  they  will  all  go  in. 

Mr.  Pickens.  Thank  you,  Mr.  Chairman.  Whatever  they  decide, 
of  course,  will  be  all  right  with  us. 

title  xix: 

Last  July,  the  Department  of  Health,  Education,  and  Welfare 
issued  so-called  supplement  D  which  is  in  effect  regulations  and  stand- 
ards governing  nursing  homes.  In  section  5141,  page  2,  the  Depart- 
ment purports  to  define  a  "skilled  nursing  home"  as  a  facility  which 
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is  licensed  by  the  State  and  is  or  will  be  by  January  1,  1968,  qualified 
as  an  "extended  care  facility"  under  title  XVIII. 

In  order  to  qualify  as  an  extended  care  facility,  it  is  necessary 
that  a  nursing  home  meet  title  XVIII  regulations  which  are  called 
conditions  of  participation  and  contain  some  41  pages. 

It  is  the  position  of  the  American  Nursing  Home  Association  that 
the  Secretary  is  without  authority  to  fix  standards  of  care  for  public 
or  private  institutions  caring  for  the  indigent  under  title  XIX.  Sec- 
tion 1902(a)  (9)  of  the  Social  Security  Act— Public  Law  89-97— pro- 
vides that  a  State  plan  for  medical  assistance  must  "provide  for  the 
establishment  or  designation  of  a  state  authority  or  authorities  which 
shall  be  responsible  for  establishing  and  maintaining  standards  for 
private  or  public  institutions  in  which  recipients  of  medical  assistance 
under  the  plan  may  receive  care  or  services." 

Section  1902  (a)  (22)  provides  the  plan  must — 

(22)  include  descriptions  of  (A)  the  kinds  and  numbers  of  professional  medi- 
cal personnel  and  supporting  staff  that  will  be  used  in  the  administration  of  the 
plan  and  of  the  responsibilities  they  will  have,  (B) — 

And  this  is  the  important  part — 

the  standards  for  private  or  public  institutions  in  which  recipients  of  medical 
assistance  under  the  plan  may  receive  care  or  services,  that  will  be  utilized  by 
the  state  authority  or  authorities  responsible  for  establishing  and  maintaining 
such  standards,  (C)  the  cooperative  arrangements  with  state  health  agencies 
and  state  vocational  rehabilitation  agencies  entered  into  with  a  view  to  maximum 
utilization  of  and  coordination  of  the  provision  of  medical  assistance  with  the 
services  administered  or  supervised  by  such  agencies,  and  (D)  — 

And  this  is  another  important  part — 

other  standards  and  methods  that  the  state  will  use  to  assure  that  medical  or 
remedial  care  and  services  provided  to  recipients  of  medical  assistance  are  of 
high  quality. 


(22)  make  it  crystal  clear  that  title  XIX  places  the  authority  m  the 
State  agency  administering  title  XIX  to  establish  and  maintain  stand- 
ards of  care  in  private  and  public  institutions. 

There  was  no  intention  to  give  this  authority  to  the  Secretary. 
House  Report  213,  page  66,  and  Senate  Report  404,  part  I,  page  75, 
both  of  89th  Congress,  first  session,  makes  it  abundantly  clear  that 
the  new  sections  to  title  XIX  give  no  authority  to  the  Department  of 
Health,  Education,  and  Welfare  with  respect  to  the  content  of  such 
standards  and  methods. 

The  Senate  adopted  an  amendment  which  was  1902(a)  (9)  (B),  and 
which  reads  as  follows : 

(B)  provide  that,  after  June  30,  1967,  the  requirements  under  the  standards 
established  and  maintained  by  such  authority  or  authorities  shall  include  any 
requirements  which  may  be  contained  in  standards  established  by  the  Secretary 
relating  to  protection  against  fire  and  other  hazards  to  the  health  and  safety  of 
individuals  in  such  private  or  public  institutions ;  .  .  . 

Senate  Report  404,  part  I,  page  75,  states  the  following  in  regard  to 
this  amendment : 

The  committee's  bill — 

Meaning  the  Senate  Finance  Committee — 

would  add  a  requirement  that  the  state  plan  include  a  description  of  the  stand- 
ards, methods  and  administrative  arrangements  which  affect  quality  of  medical 
care  that  a  state  will  use  in  administering  medical  assistance. 


Sections  1902(a)  (1)  through 


(9)  and 
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The  next  sentence  is  the  most  important. 

The  amendment  would  give  no  authority  to  the  Department  of  Health,  Educa- 
tion, and  Welfare  with  respect  to  the  content  of  such  standards  and  methods.  In 
this  respect  it  is  somewhat  analogous  to  the  requirement,  which  has  been  in  the 
public  assistance  titles  since  1950  and  which  is  included  in  the  new  Title  XIX, 
requiring  states  to  have  an  authority  or  authorities  responsible  for  establishing 
and  maintaining  standards  for  private  or  public  institutions  in  which  recipients 
may  receive  care  or  services. 

The  report  continues  on  the  next  page  as  follows :  „ 

Current  provisions  of  law  requiring  states  to  have  an  agency  or  agencies 
responsible  for  establishing  and  maintaining  standards  for  the  types  of  institu- 
tions included  under  the  state  plan  have  been  continued  under  the  bill.  Your 
committee  expects  that  these  provisions  will  be  used  to  bring  about  progressive 
improvement  in  the  level  of  institutional  care  and  services  provided  to  recipients 
of  medical  assistance.  Standards  of  care  in  many  medical  institutions  are  not 
now  at  a  satisfactory  level  and  it  is  hoped  that  current  standards  applicable 
to  medical  institutions  will  be  improved  by  the  state's  standard-setting  agency 
and  that  these  standards  will  be  enforced  by  the  appropriate  state  body. 

Thus  the  Senate  report  makes  it  very  clear  that  Senate  Amendment 
254  was  an  invasion  of  the  State  prerogative  to  set  standards  only  to 
the  extent  that  the  Secretary  was  allowed  to  require  certain  standards 
relating  to  protection  against  fire  and  other  hazards  to  the  health  and 
safety  to  individuals  in  such  private  or  public  institutions. 

The  conferees,  on  the  part  of  the  House,  from  this  very  committee, 
insisted  on  striking  this  amendment  from  the  Senate-passed  bill.  The 
conference  report  recommended  that  the  Senate  recede  from  this 
amendment  which  it  did  when  it  passed  the  conference  report,  or  when 
it  adopted  the  Senate  report. 

Accordingly,  it  is  abundantly  clear  that  Congress  did  not  intend  to 

five  the  Secretary  even  meager  authority  to  fix  standards  relative  to 
re  and  safety. 

The  Department  now  contends  that  its  authority  to  fix  standards 
derives  from  its  inherent  authority  to  define  the  term  "skilled  nurs- 
ing home  services"  in  section  1905(a)  (4)  and  the  miscellaneous  term 
found  in  section  1905(a)  (15)  which  states  that  medical  assistance 
means,  among  other  things,  "(15)  any  other  medical  care,  and  any 
other  type  of  remedial  care  recommended  under  state  law,  specified 
by  the  Secretary."  ! 

The  term  "skilled  nursing  home  service"  first  came  into  the  Social 
Security  Act  in  1960  and  for  6  years  the  Department  has  found  it 
unnecessary  to  further  define  "skilled  nursing  home  service." 

We  recognize  that  every  administrative  agency  has  a  certain  limited 
power  of  interpretation  for  definition  of  commonly  recognized  words. 
We  concede  the  Department  would  have  the  authority  to  state  that  in 
order  to  receive  Federal  funds  for  nursing  home  care  such  care  would 
have  to  include  some  supporting  nursing  service.  Beyond  interpreting 
or  defining  this  term,  the  Secretary  has  no  authority  inherent  or  other- 
wise. 

The  Secretary,  in  fact,  has  gone  far  beyond  the  field  of  definition 
and  interpretation  and  has  written  standards  of  care  for  public  and 
private  institutions.  These  standards  are  contained  in  41  pages  in  title 
XVIII,  Conditions  for  Participation  of  Extended  Care  Facilities,  and 
261  pages  of  supplement  D,  most  of  which  are  on  both  sides  of  the 
page,  making  a  total  of  over  500  pages. 
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I  might  say  I  don't  mean  to  mislead  the  committee.  Not  all  of  these 
pages  in  supplement  D  relate  to  nursing  homes.  I  would  say  approxi- 
mately a  fourth  of  them  do. 

While  it  is  true  that  the  Secretary  can  provide  that  nursing  homes 
must  provide  some  skilled  nursing  services,  it  does  not  give  him  the 
authority,  under  the  guise  of  defining  such  term,  the  right  to  issue 
standards  covering  physical  environment,  medical  staff,  nursing  de- 
partments, dietary  departments,  medical  record  departments,  phar- 
macies, laboratories,  radiology,  medical  library,  complimentary  de- 
partments, out-patient  departments,  emergency  departments,  social 
departments,  and  utilization  review  departments,  but  this  is  exactly 
what  he  has  done  by  adopting  the  conditions  for  participation  in 
title  XVIII. 

In  my  reply  to  Secretary  Cohen  on  March  8,  I  used  the  homey 
analogy  of  the  term  "restaurant"  contained  in  a  statute.  Of  course 
this  was  a  hypothetical  case.  In  that  instance  the  Administrator  could 
define  restaurant  as  a  place  where  food  was  served  to  the  public; 
however,  under  the  guise  of  interpreting  the  word  "restaurant,"  such 
Administrator  could  not  provide  for  the  number  and  qualifications  re- 
quired for  cooks,  the  qualifications  and  number  of  waitresses,  the  size, 
location,  and  number  of  tables,  the  construction  of  the  dining  room  and 
kitchen,  the  inspection  of  the  kitchen  and  dining  area,  health  examina- 
tion for  the  employees,  and  the  like. 

We  believe  it  to  be  quite  clear  that  Congress  intended  that  the  estab- 
lishment and  maintenance  of  standards  was  delegated  to  the  States  and 
that  the  Secretary  was  specifically  prohibited  from  issuing  such  stand- 
ards under  the  guise  of  interpreting  the  "skilled  nursing  home  services" 
under  1905(a)(4). 

SECTION  1905(A)  (15)  OTHER  MEDICAL  CARE,  OTHER  TYPES  OF  REMEDIAL 

CARE  RECOGNIZED  UNDER  STATE  LAW  SPECIFIED  BY  THE  SECRETARY 

Section  1905(a)  (15)  provides  that  the  term  "medical  assistance" 
also  includes  the  cost  of,  among  other  things,  "any  other  medical  care, 
and  any  other  type  of  remedial  care  recognized  under  state  law  speci- 
fied by  the  Secretary." 

Primarily  because  subsection  (15)  comes  at  the  end  of  the  list  of 
what  care  will  be  paid  for  under  the  term  "medical  assistance,"  the 
Department  now  contends  that  this  includes  all  "skilled  nursing  home 
services"  and  that  the  phrase  "recognized  under  State  law,  specified 
by  the  Secretary"  gives  the  Department  the  authority  to  issue  stand- 
ards or  regulations  for  private  or  public  institutions  under  which 
recipients  of  medical  assistance  under  the  State  plan  may  receive  care. 

This  is  the  first  time  that  the  Department  has  made  this  contention. 
In  fact,  on  pages  9  and  10  of  section  5141  of  supplement  D  issued  in 
July  1966,  it  defines  this  very  term  as  including  the  following  items 
"in  those  states  in  which  they  are  recognized  under  state  law  and  under 
the  circumstances,  and  to  the  extent  to  which  they  are  so  recognized ; 
(a)  transportation,  (b)  family  services,  (c)  whole  blood,  (d)  services 
of  Christian  Science  Practitioners,  (e)  services  provided  in  Christian 
Science  Sanitoria  and  (f)  Skilled  Nursing  Home  Services,  as  defined 
in  (a) -5141,  Item  4,  provided  to  patients  under  21  years  of  age." 
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In  July  of  1966,  the  Department  did  not  contend  that  it  had  author- 
ity, under  section  1905(a)  (15)  to  define  "other  medical  care"  or  "other 
types  of  remedial  care  recognized  under  State  law"  except  to  a 
very  limited  extent  and  except  to  cover  "skilled  nursing  home  serv- 
ices" to  patients  under  21  years  of  age. 

It  is  submitted  that  the  literal  language  of  1905(a)  (15)  precludes 
the  Secretary  from  specifying  any  type  of  medical  assistance  other 


him  no  authority  to  issue  regulations  or  standards  governing  care 
in  private  or  public  institutions  in  any  State. 


The  Department,  in  defining  requirements  for  State  plans  under 
supplement  D  (sees.  5320  and  5330),  provides  that  supplementary 
payments  to  providers  of  services  are  outlawed  or  prohibited.  These 
regulations  accomplish  this  by  providing,  in  part : 

D-5320.  Requirements  for  State  Plan. 

A  state  plan  for  medical  assistance  must  provide  that : 

1.  Fee  structures  will  be  established  which  are  designed  to  enlist  participa- 
tion of  a  sufficient  number  of  providers  of  service  in  the  program  so  that 
eligible  persons  can  receive  the  medical  care  and  services  included  in  the 
plan  at  least  to  the  extent  these  are  available  to  the  general  population. 

The  next  one  is  the  important  one. 

2.  Participation  in  the  program  will  be  limited  to  providers  of  service  who 
accept,  as  payment  in  full,  the  amounts  paid  in  accordance  with  the  fee  struc- 
tures. 

D-5330.  Criteria  for  the  Administration  of  the  Plan. 

3.  The  State  Agency  requires  compliance  by  providers  of  service  with  the 
fee  structures  as  a  condition  of  participation.   The  state  agency : 

a.  Establishes  written  policies  prohibiting  billing  at  higher  rates  or  in  ad- 
ditional amounts :  .  .  . 

In  adopting  these  regulations,  5320  and  5330,  the  Secretary  relies 
on  sections  1902(a)  (1),  (4),  (13),  and  (19).  It  is  the  position  of  our 
association  that  not  one  of  these  sections,  individually  or  all  of  them 
collectively,  give  the  Secretary  such  authority. 

In  enacting  title  XIX,  Congress  did  not  adopt  any  policy  against 
supplementation  of  State  payments  to  nursing  homes  or  other  pro- 
viders of  service  covering  the  cost  of  care  for  indigent  patients.  Sub- 
sequent to  the  issuance  of  supplement  D  in  July  of  1966,  the  Secretary 
has  given  the  States  1  year  in  which  to  do  away  with  supplementary 
payments. 

In  our  several  discussions  with  representatives  of  the  Depart- 
ment, these  representatives  have  taken  the  position  that  supple- 
mentary payments  encourage  smaller  indigent  payments  by  the  State 
than  would  otherwise  be  paid.  They  further  take  the  position  that 
all  indigent  patients  should  receive  the  same  care. 

The  Department  is  inconsistent  in  its  argument  against  supple- 
mentation. It  proposes  to  allow  supplementation  to  some  extent  un- 
der title  XVIII.  Under  title  XVIII  the  Government  will  pay  the 
cost  of  care  to  providers  of  services  for  the  cost  of  accommodations 
in  a  semiprivate  room,  two  to  four  beds. 

However,  they  will  allow  the  friends  or  family  of  the  patient,  or  the 
patient,  to.  pay  a  supplementary  amount  in  order  to  have  accommoda- 
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tions  in  a  private  room.  They  will  also  allow  supplementary  payments 
to  provide  patients  with  a  television  set,  radio,  or  similar  services. 

It  is  the  position  of  our  association  that  the  Secretary  has  no  author- 
ity to  deal  with  the  problem  of  supplementation.  This  is  for  the  Con- 
gress. It  is  our  further  position  that  if  Congress  desires  to  do  away 
with  supplementation  it  is  only  just  and  reasonable  that  these  payments 
be  phased  out  over  a  period  of  from  3  to  5  years. 

Approximately  21  States  allow  supplementary  payments  in  one 
form  or  another.  In  many  States,  such  as  Florida,  where  State  pay- 
ment is  only  $100  a  month — that  is  for  the  care  of  indigent  patients — 
but  additional  supplementary  payments  of  $200  a  month  are  allowed 
for  a  total  of  $300  a  month,  no  nursing  home  could  afford  to  take  wel- 
fare patients  if  the  $100  a  month  were  not  supplemented. 

Representatives  of  HEW  testified  2  years  ago,  during  hearings  on 
Public  Law  89-97,  that  most  welfare  payments  were  below  cost.  Many 
State  legislatures  have  not,  as  yet,  increased  their  payments  for  the 
care  of  indigents  to  provide  for  rising  costs. 

On  February  1  of  this  year,  nursing  homes  were  covered  under  the 
Fair  Labor  Standards  Act  for  the  first  time.  Since  nursing  homes  re- 
ceive no  jurisdictional  exemption  under  the  minimum  wage  law,  all 
nursing  homes  are  now  subject  to  it. 

I  might  add  here  parenthetically  that  this  association  did  not  oppose 
covering  nursing  homes  under  the  minimum  wage  law. 

In  most  Southern  States  complying  with  the  minimum  wage  law 
will  require  a  30-percent  increase  in  the  payment  of  wages  for  unskilled 
employees;  namely,  kitchen  and  laundry  help  as  well  as  aids  and  order- 
lies. The  increase  in  wages  in  these  classifications  always  result  in  a 
forced  increase  of  wages  among  the  professional  help  such  as  licensed, 
practical,  or  vocational  nurses,  and  registered  nurses. 

The  increase  in  coverage  of  nursing  home  workers  has  caused  the  in- 
crease of  State  minimum  wages  in  the  northern  and  western  sections 
of  the  country,  which  were  already  higher  in  many  areas  than  Federal 
wages,  and  proposals  in  other  States  of  an  increase  later  this  year. 

Nursing  homes  were  already  under  the  impact  of  increased  costs  in 
attempting  to  get  ready  for  medicare  and  title  XIX.  All  of  these 
factors  make  it  virtually  impossible  for  the  States  allowing  supple- 
mentation to  pick  up  the  additional  amount  of  money  necessary  to  do 
away  with  supplementation. 

In  South  Carolina,  as  an  example,  nursing  homes  are  having  a  dif- 
ficult time  getting  any  increase  in  the  rate  of  State  payments  in  order 
to  meet  the  cost  of  increased  wages  brought  about  by  the  minimum 
wage  law.  South  Carolina  has  a  present  State  monthly  rate  of  $175 
and  nursing  homes  are  permitted  to  accept  supplementary  payments 
of  up  to  $250  per  month. 

It  is  almost  impossible  for  the  nursing  homes  of  South  Carolina  to 
obtain  any  additional  amount  from  the  State  legislature  this  year 
to  cover  increased  cost  to  provide  for  the  elimination  of  supplementary 
payments.  Of  the  74  licensed  nursing  homes  in  South  Carolina,  50 
are  certified  as  extended  care  facilities.  This  is  a  far  higher  ratio 
of  certified  extended  care  facilities  than  in  most  States. 

I  mention  this  to  show  that  South  Carolina  was  picked  because 
it  has  a  high  percentage  of  extended  care  facilities.    The  problems 
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faced  by  South  Carolina  are  repeated  in  every  one  of  the  States  pres- 
ently allowing  supplementary  payments. 

If  it  is  the  view  of  the  Congress  that  supplementation  should  be 
eliminated,  then  in  all  fairness  to  the  patients  involved,  the  State  legis- 
latures, and  the  nursing  homes,  supplementary  payments  should  be 
phased  out  over  a  period  of  3  to  5  years. 

In  my  letter  of  March  8  to  Under  Secretary  Wilbur  Cohen,  I  again 
raised  this  problem ;  however,  I  do  not  wish  to  leave  the  impression 
that  in  the  the  State  of  Florida,  as  an  example,  if  supplementation  were 
eliminated  the  State  would  have  to  find  the  funds  for  the  total  amount 
of  the  $200  supplementary  payments  now  allowed.  If  Florida  im- 
plemented title  XIX,  the  Federal  Government  would  pick  up  part  of 
this  $200  supplementary  payment. 

ESTABLISHING  OF  STANDARDS  UNDER  TITLE  XVHI  VERSUS  TITLE  XIX 

Section  1861  (j)  (10)  specifically  gives  the  Secretary  the  authority 
to  establish  standards  and  issue  regulations  concerning  extended  care 
facilities  under  title  XVIII.  Other  sections  of  title  XVIII  provide 
that  in  promulgating  regulations  the  Secretary  should  consult  with 
national  organizations  concerned  in  this  matter. 

On  August  6,  1965,  the  then  president  of  the  American  Nursing 
Home  Association,  Mr.  Koy  J.  McDonald  wrote  to  the  Secretary  in 
which  he  offered  the  complete  cooperation  of  the  association  in  imple- 
menting Public  Law  89-97. 

In  that  letter  he  suggested  the  names  of  several  nursing  home  ad- 
ministrators. The  American  Nursing  Home  Association  cooperated 
fully  and  worked  with  the  five  task  forces  that  developed  the  condi- 
tions of  participation  and  other  regulations  issued  by  the  Secretary 
under  title  XVIII.  Copies  of  this  letter  have  been  supplied  to  mem- 
bers of  the  committee. 

The  only  two  problems  with  which  the  association  was  not  satisfied 
with  the  solution  determined  by  the  Secretary  were  (1)  the  refusal  to 
classify  on  the  basis  of  ability,  experience,  and  training,  waivered  li- 
censed practical  and  vocational  nurses  and  (2)  the  principles  of  reim- 
bursement. 

The  procedures  and  regulations  under  title  XVIII  are  in  sharp  con- 
trast to  those  under  title  XIX.  There  is  no  authority  under  title 
XIX  for  the  Secretary  to  establish  or  promulgate  regulations  con- 
cerning nursing  homes.  Likewise,  there  are  no  provisions  under  title 
XIX  requiring  the  Secretary  to  consult  with  national  organizations  on 
the  matter  of  standards  since  this  was  left  to  the  States. 

Accordingly,  the  American  Nursing  Home  Association  was  not  con- 
sulted in  connection  with  the  proposed  provisions  of  supplement  D,  nor 
did  the  Bureau  of  Family  Services  have  any  representative  from  the 
association  or  any  nursing  home  administrator  or  other  personnel 
connected  with  the  nursing  home  field  on  its  advisory  board. 

Neither  was  there  any  group  or  body  similar  to  the  Health  Insurance 
Benefits  Advisory  Council — on  which  were  representatives  of  all  the 
health  professions  involved — consulted  about  supplement  D  or  any 
other  regulations  which  have  been  promulgated  by  the  Secretary  in 
regard  to  title  XIX.  This  is  contrary  to  the  letter  and  spirit  of  the 
Administrative  Procedure  Act. 
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The  association  is  in  receipt  of  a  copy  of  a  letter  dated  March  1, 1967, 
from  Under  Secretary  Cohen  to  its  president,  Ed  Walker,  in  which 
Mr.  Cohen  enclosed  a  revision  of  supplement  D  which  the  Department 
proposes  to  promulgate. 

We  believe  that  the  Department  is  wise  in  moving  backward  the 
effective  date  of  its  proosals  under  January  1,  1969.  Likewise,  we  be- 
lieve these  new  proposed  standards  to  be  somewhat  more  realistic. 

However,  if  the  Secretary  does  not  possess  the  authority  to  establish 
standards — which  was  clearly  left  to  the  States — it  would  follow  that 
he  does  not  have  the  authority  to  promulgate  the  standards  which  they 
now  propose.  I  might  say  to  the  committee  that  these  standards  are 
attached  to  this  letter  dated  March  1,  1967,  to  Mr.  Walker  from  Mr. 
Cohen,  a  copy  of  which  each  member  has. 

CHANGE  IN  DEFINITION  OF  " SPELL  OF  ILLNESS" 

Section  1861(a)  of  the  Medicare  Act  defines  "spell  of  illness"  as 
beginning  on  the  day  an  individual  enters  a  hospital  and  is  furnished 
hospital  and/or  nursing  home  care  and  leaves  the  f  acility  plus  60  con- 
secutive days  thereafter  on  each  of  which  he  is  neither  an  inpatient  of 
a  hospital  or  an  extended  care  facility.  This  definition  poses  two  basic 
problems. 

Assume  that  a  patient  uses  his  full  90  days  in  a  hospital  and  his  full 
100  days  in  a  nursing  home  as  a  medicare  beneficiary.  He  then  requires 
continued,  nursing  home  care  either  as  a  private  pay  patient  or  as  a 
patient  under  title  XIX  or  some  other  State  program.  Many  have 
assumed  that  after  60  days  a  new  "spell  of  illness"  would  start  and 
he  would  again  become  eligible  for  care  under  medicare. 

Under  HEW's  interpretation  of  section  1861  (a)  and  (b),  the 
phrase  "ending  with  the  close  of  the  first  period  of  60  consecutive  days 
thereafter  on  each  of  which  he  is  neither  an  inpatient  of  a  hospital 
nor  an  inpatient  of  an  extended  care  facility"  means  not  simply  that 
he  is  not  in  an  extended  care  facility  under  medicare,  but  that  he  is  not 
physically  in  any  facility,  extended  care  facility  or  nursing  home  at 
all,  for  60  consecutive  days.  He  could  still  be  receiving  his  100  home 
health  care  visits  under  part  A  and  an  additional  100  home  health  care 
visits  under  part  B — supplementary  insurance  program — and  these,  of 
course,  are  on  an  annual  basis. 

This  interpretation  means  that  the  patient  has  to  have,  in  effect,  a 
60-day  "spell  of  health"  if  he  is  ever  again  to  qualify  for  the  medicare 
benefits  of  hospital  and  nursing  home  care.  This  is  not  only  discrim- 
inatory, but  also  unrealistic  when  one  considers  the  general  health  of 
the  aged  who  are  covered  by  the  medicare  program. 

If  a  person  can  be  transferred  to  his  home  and  receive  his  200  an- 
nual home  health  visits  (the  total  allowed  under  parts  A  and  B)  his 
60-day  "spell  of  health"  begins  although  he  is  not  really  well. 

INTERPRETATION  OF  OTHERS  DIFFER  FROM  THAT  OF  HEW 

The  words  "hospital"  and  "extended  care  facility"  are  terms  of  art 
under  the  law.  Therefore,  a  more  respectable  argument  can  be  made 
for  the  proposition  that  if  a  facility  does  not  meet  the  eligibility  test,  it 
is  not  an  "extended  care  facility." 
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If  this  interpretation  of  "spell  of  illness"  is  correct,  a  person  could 
be  moved — to  another  nursing  home — not  a  qualifying  extended  care 
facility — either  as  a  private  pay  or  State-supported  patient,  and  begin 
his  so-called  "spell  of  health"  but  he  could  not  be  kept  in  a  medicare 
approved  "extended  care  facility."    This  would  make  very  little  sense. 

The  Department's  present  interpretation  could  be  taken  care  of  by 
adding  the  following  phrase  to  section  1861(a)  (2)  "under  the  pro- 
visions of  title  XVIII"  so  that  this  section  would  read  as  follows : 

(2)  ending  with  the  close  of  the  first  period  of  60  consecutive  days  thereafter 
on  each  of  which  he  is  neither  an  inpatient  of  a  hospital  nor  an  inpatient  of  an 
extended  care  facility  under  the  provisions  of  Title  XVIII. 

And  I  believe  this  is  what  the  Congress  intended. 

The  second  problem  involves  the  patient  who  almost  exhausts,  or 
does  exhaust  his  hospital  and  nursing  home  benefits  during  a  single 
"spell  of  illness"  and  then,  on  his  last  day  in  the  nursing  home  or  on 
his  return  to  his  own  home,  suffers  a  broken  leg  or  hip  or  some  other  ill- 
ness which  has  no  direct  connection  with  his  previous  infirmity. 

At  present,  he  would  be  ineligible  for  additional  hospital  benefits 
under  medicare.  The  phrase  of  the  amendment  "for  the  same  illness" 
added  to  the  suggested  amendment  just  read  would  correct  this  situa- 
tion. 

It  is  not  clear,  from  the  legislative  history,  whether  Congress  wanted 
to  provide  against  this  type  of  hardship  or  not.  In  any  event,  this 
hardship  would  be  eliminated  by  the  addition  of  the  phrase  as  shown 
above.  It  may  be  that  Congress  did  not  intend  to  cover  this  situation, 
but  we  feel  rather  certain  that  Congress  did  intend  to  cover  the  first 
situation  because  I  have  heard  many  say  that  under  the  medicare  pro- 
gram when  they  exhausted  their  medicare  benefits  they  would  go  over 
under  title  XIX  and  then  they  could  again  pick  up  their  medicare 
benefits  after  the  60  days  on  title  XIX,  but  under  the  Department's 
interpretation  this  would  not  be  so. 

I  am  sorry  I  have  taken  so  long,  Mr.  Chairman.  I  do  appreciate 
the  privilege  of  being  here  and  I  would  be  glad  to  answer  any  ques- 
tions that  I  can. 

(The  information  referred  to  in  the  statement  follows :) 

Ameeican  Nursing  Home  Association, 

Washington,  D.C.,  August  6, 1965. 

Hon.  John  W.  Gardner, 

Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C. 

Dear  Mr.  Secretary:  As  you  no  doubt  know,  the  American  Nursing  Home 
Association  worked  closely  with  the  House  Ways  and  Means  Committee  and  the 
Senate  Finance  Committee  to  improve  H.R.  6675. 

We  suggested  many  amendments  which  were  not  accepted  but  which  we  are 
confident  that  you  will  eventually  provide  for  the  rules  and  regulations  which 
will  be  promulgated  pursuant  to  the  Medicare  Act. 

Among  these  was  the  requirement  that  an  "extended  care  facility" — 

(1)  be  a  fire  resistant  structure,  be  sprinkled  and  have  a  fire  detection 
system ; 

(2)  have  a  disaster  plan;  and 

(3)  maintain  a  planned  program  of  nursing  care,  including  a  plan  for 
each  individual  patient,  written  nursing  procedures,  a  patient  restoration 
program  and  a  continuing  program  of  in-service  training. 

As  President  of  the  Association,  I  would  like  to  offer  you  an  Advisory  Group 
of  Nursing  Home  Administrators  to  assist  you  and  your  aides  in  the  development 
and  formulation  of  regulations  regarding  nursing  homes  and  related  facilities. 
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As  you  can  see,  the  suggested  group  are  outstanding  nursing  home  adminis- 
trators half  of  which  are  from  nonprofit  homes — and  distributed  geographically 

throughout  the  United  States. 

Dr.  Carl  E.  Becker — Administrator  of  the  Lincoln  Lutheran  Home  of 
Racine,  Wisconsin  and  a  member  of  the  Board  of  Directors  of  the  some 
220  Lutheran  Homes  throughout  the  United  States,  as  well  as  a  director 
of  the  Good  Samaritan  Society. 

Mr.  Richard  Snow — Past  President  of  the  New  Mexico  Nursing  Home 
Association,  Administrator  of  the  New  Modern  Presbyterian  Nursing  Home 
Center  in  Clovis,  New  Mexico. 

Sister  Margaret  Jane — Administrator  of  Ozanam  Nursing  Home,  1812 
Yakima  Avenue ;  Tacoma,  Washington  and  a  leader  in  the  Washington  State 
Nursing  Home  Association. 

Mrs.  Peggy  Savage— A  Registered  Nurse  (also  with  a  M.S.  Degree)  of 
Knoxville,  Tennessee.  She  is  Administrator  of  Hillcrest  Medical  Nursing 
Center  (owned  and  operated  by  Knox  County) . 

Mr.  \Sam  Sparks — of  Beaumont,  Texas.  He  is  an  Administrator  of  The 
Schlessinger  Home.  He  has  operated  nonprofit  as  well  as  proprietary 
facilities. 

Mr.  Alton.  Barlow — of  Canton,  New  York.  Past  President  of  the  American 
Nursing  Home  Association,  a  former  hospital  administrator  and  an  owner 
and  operator  of  three  modern  nursing  homes  in  upstate  New  York. 

Mr.  David  Mosher — of  St.  Petersburg,  Florida.  Past  President  of  the 
Florida  Nursing  Home  Association  and  an  owner  and  administrator  of  three 
new  modern  nursing  homes  in  St.  Petersburg. 

Mr.  Ed  Walker — of  Miami,  Oklahoma.  President  of  the  Oklahoma  Nursing 
Home  Association,  a  nursing  home  owner  and  administrator,  as  well  as  a 
registered  Pharmacist. 

Mrs.  Edith  Chance — of  Fayetteville,  North  Carolina.  Past  President  of  the 
North  Carolina  Nursing  Home  Association,  a  Registered  Nurse  and  a  nursing 
home  owner  and  administrator. 

Mr.  Robert  Harberson — of  Sacramento,  California.  Executive  Director  of 
the  California  Nursing  Home  Association. 

Mrs.  Eleanor  Baird — of  New  Milford,  Connecticut.  She  is  a  medical  social 
worker,  Treasurer  of  the  Connecticut  Nursing  Home  Association,  and  ad- 
ministrator of  the  Twin  Pines  Nursing  Home. 
In  addition,  you  may  feel  free  to  call  upon  our  Executive  Director,  Mr.  Alfred 
Ercolano,  1101  17th  St.,  N.W.,  Washington,  D.C.,  or  our  General  Counsel,  Mr. 
John  K.  Pickens,  731  Washington  Building,  Washington,  D.  C.  (393-5330)  who  is 
very  conversant  with  the  Medicare  Act  and  its  legislative  history. 

I  do  not  know  what  procedure  is  proposed.  I  know  that  many  agencies  publish 
their  proposed  rules  and  regulations  and  allow  comments  from  the  general  public 
or  interested  parties  for  a  period  of  60  days  before  such  rules  are  finalized. 

In  view  of  the  role  of  the  Health  Insurance  Advisory  Council  I  am  certain  that 
a  procedure  somewhat  like  that  under  the  Administrative  Procedure  Act  is  not 
required  to  be  followed.  However,  I  believe  that  an  Advisory  Committee  of  Nurs- 
ing Home  Administrators  could  be  helpful,  among  other  ways,  in  reviewing  the 
proposed  rules  before  and  after  their  consideration  by  the  Health  Insurance 
Advisory  Council. 

If  we  can  be  of  help  to  yo'u  in  any  way,  please  feel  free  to  call  upon  us. 
Very  truly  yours, 

Roy  J.  McDonald, 
President,  American  Nursing  Home  Association. 


Dawson,  Griffin,  Piokens  &  Riddell, 

Washington,  D.C.,  January  16,  1961. 

Hon.  John  Gardner, 

Secretary,  Department  of  Health,  Education,  and  Welfare, 
Washington,  D.C. 

My  Dear  Mr.  Secretary  :  I  am  writing  you  on  behalf  of,  and  as  General  Coun- 
sel of,  the  American  Nursing  Home  Association  in  connection  with  the  Regula- 
tions issued  by  your  Department  under  Title  XIX  of  the  'Social  Security  Act, 
as  amended  (Public  Law  89-97).  These  Regulations  are  commonly  referred  to 
as  Supplement  D  (Handbook  of  Public  Assistance  Administration)  and  were 
issued  June  17,  1966. 
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While  they  purport  to  be  instructions  to  the  Welfare  Commissioners  of  the 
various  states  (or  other  agency  designated  pursuant  to  Title  XIX  by  the  Gov- 
ernor as  the  Agency  responsible  for  the  development  and  administration  of  the 
"State  Plan")  they  are  nothing  more  or  less  than  detailed  regulations  and 
standards  for  nursing  homes  which  wish  to  participate  in  Title  XIX.  In  fact, 
the  Commissioner  of  the  Bureau  of  Family  Services  and  other  representatives  of 
your  department  have  taken  the  position  that  they  are  nursing  home  regulations. 

The  Department  at  D-5141,  p.  2,  purports  to  define  a  "skilled  nursing  home" 
as  follows : 

"4.1  Skilled  Nursing  Home 

"A  'skilled  nursing  home'  is  defined  as  a  facility,  or  a  distinct  part  of  a 
facility,  which  (a)  is  licensed,  or  formally  approved,  as  a  nursing  home  by 
an  officially  designated  State  standard-setting  authority  and,  effective  Janu- 
ary 1,  1967,  (b)  is  qualified  to  participate  as  an  extended  care  facility  under 
Title  XVIII  of  the  Social  Security  Act;  or  is  determined  currently  to  meet 
the  requirements  for  such  participation;  except  that  clause  (b)  shall  not 
become  effective  until  January  1, 1968  with  respect  to  facilities  which  do  not 
currently  meet  the  requirements  of  clause  (b)  but  which  show  reasonable 
expectation  of  meeting  the  requirements  of  clause  (t>)  by  January  1, 1968." 
In  using  part  (b)  above  as  a  device  or  vehicle,  specifically,  requiring  compliance 
with  conditions  of  participation  under  Title  XVIII,  your  department  has  under- 
taken to  write  detailed  regulations  for  Title  XIX  and  in  doing  so  has  usurped 
the  authority  Congress  specifically  stated  should  be  left  to  the  states  in  formu- 
lating "state  plans." 

The  term  "nursing  home  service"  has  been  in  the  Social  Security  Act  since 
1960  (Public  Law  86-778)  and  has  been  re-enacted  by  the  Congress  several  times. 
The  Department  of  Health,  Education,  and  Welfare  has  never  seized  on  it  as 
providing  any  authority  to  establish  standards  of  care  in  nursing  homes.  Con- 
gress defined  "extended  care  services"  and  "extended  care  facility"  in  great 
detail  in  subsections  1861  (h)  and  (j)  of  Title  XVIII,  whereas  the  term  "nursing 
home  service"  remained  unchanged.  If  Congress  had  wanted  a  "skilled  nursing 
home"  under  Title  XLX  to  be  the  same  as  an  "extended  care  facility"  under 
Title  XVIII  it  would  have  so  provided.  Although  Title  XLX  is  a  new  title,  the 
specific  language  found  therein  as  the  same  language  previously  found  in  the 
various  prior  Titles.  Thus,  in  effect,  what  the  Congress  has  done  is  to  reenact 
this  language  several  times  without  changing  the  term  "skilled  nursing  home 
service"  nor  at  any  time  during  these  reenactments  did  the  Congress  indicate 
any  intention  to  change  or  expand  its  meaning.  Likewise  your  department  ad- 
ministered the  term  "skilled  nursing  home  service"  through  all  these  reenact- 
ments without  further  definition.  If  Congress  had  intended  that  your  Depart- 
ment be  given  complete  rule  making  authority  under  Title  XIX  as  is  provided 
in  Title  XVIII,  the  Congress  would  have  also  specifically  included  such  authority 
in  Title  XIX.  In  fact,  it  provided  the  very  opposite.  The  Congress  provided 
the  very  opposite  in  such  strong  language  that  it  is  difficult  to  understand  how 
the  Department  could  choose  to  ignore  it. 

Section  1902(a)  (9)  provides  that  "A  State  Plan  for  medical  assistance  must :" 
"provide  for  the  establishment  or  designation  of  a  State  authority  or 
authorities  which  shall  be  responsible  for  establishing  and  maintaining 
standards  for  private  or  public  institutions  in  which  recipients  of  medical 
assistance  under  the  plan  may  receive  care  or  services." 
This  provision  clearly  gives  such  authority  to  the  State  and  precludes  its 
exercise  by  your  department.    This  section  was  amended  by  the  Senate  Finance 
Committee  and  adopted  as  amended.    Although  the  language  of  this  section  is 
clear  and  unambiguous,  the  Report  of  the  Senate  Finance  Committee  (Calendar 
No.  389,  89th  Congress,  1st  Session,  Report  404,  part  1,  page  75)  galvanizes  the 
words  in  Section  1902  (a)(9).  » It  states  as  follows  : 

"The  committee's  bill  would  add  a  requirement  that  the  State  plan  include 
a  description  of  the  standards,  methods,  and  administrative  arrangements 
which  affect  quality  of  medical  care  that  a  State  will  use  in  administering 
medical  assistance.  This  amendment  would  give  no  authority  to  the  De- 
partment of  Health,  Education  and  Welfare  with  respect  to  the  content  of 
such  standards  and  methods*  In  this  respect  it  is  somewhat  analogous  to 
the  requirement,  which  has  been  in  the  public  assistance  titles  since  1950 
and  which  is  included  in  the  new  Title  XIX,  requiring  States  to  have  an 
authority  or  authorities  responsible  for  establishing  and  maintaining  stand- 
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ards  for  private  or  public  institutions  in  which  recipients  may  receive  care 
or  services." 

The  Report  continues  on  the  next  page  as  follows : 

"Current  provisions  of  law  requiring  States  to  have  an  agency  or  agencies 
responsible  for  establishing  and  maintaining  standards  for  the  types  of  insti- 
tutions included  under  the  State  plan  have  been  continued  under  the  bill. 
Your  committee  expects  that  these  provisions  will  be  used  to  bring  about 
progressive  improvement  in  the  level  of  institutional  care  and  services  pro- 
vided to  recipients  of  medical  assistance.    Standards  of  care  in  many 
medical  institutions  are  not  now  at  a  satisfactory  level  and  it  is  hoped  that 
current  standards  applicable  to  medical  institutions  will  be  improved  by 
the  State's  standard-setting  agency  and  that  these  standards  will  be  enforced 
by  the  appropriate  State  body." 
The  identical  language  is  contained  in  the  Report  of  the  House  Ways  and 
Means  Committee  on  H.R.  6675  (89th  Congress,  1st  Session,  House  Report  No. 
213,  p.  66).    If  regulations  in  regard  to  standards  under  Title  XIX  are  left  to 
the  states  and  your  Department  is  precluded  from  setting  standards,  the  incor- 
poration by  reference  of  standards  tailored  for  an  entirely  different  program 
(Title  XVIII)  does  not  validate  this  otherwise  void  action. 

Of  particular  significance  is  the  fact  that  the  Senate  Finance  Committee 
attempted  to  give  you  limited  authority  to  issue  fire  and  safety  regulations  after 
June  30,  1967.  Even  this  failed  to  pass.  That  Committee  added  an  amendment 
(Subsection  1902(a)  (9)  (B),  Senate  Numbered  Amendment  No.  254)  to  Section 
1902  (a )  ( 9 )  which  was  as  follows : 

"(B)  provide  that,  after  June  30,  1967,  the  requirements  under  the 
standards  established  and  maintained  by  such  authority  or  authorities  shall 
include  any  requirements  which  may  be  contained  in  standards  established 
by  the  Secretary  relating  to  protection  against  fire  and  other  hazards  to  the 
health  and  safety  of  individuals  in  such  private  or  public  institutions ;  ***". 
The  Senate  Finance  Committee  Report  has  the  following  to  say  in  regard  to 
this  amendment : 

"The  committee  also  added  an  amendment  to  require  that,  after  June  30, 
1967,  private  and  public  medical  institutions  must  meet  standards  (which 
may  be  in  addition  to  the  standards  prescribed  by  the  State)  relating  to 
protection  against  fire  and  other  hazards  to  the  health  and  safety  of  in- 
dividuals, which  are  established  by  the  Secretary  of  Health,  Education,  and 
Welfare.  The  committee  assumes  that  the  standards  prescribed  by  many 
States  at  the  present  time  will  meet  or  exceed  those  prescribed  by  the 
Secretary." 

However,  the  Senate-House  Conference  Committee  receded  from  this  amend- 
ment and  the  Senate  adopted  the  Conference  Report  (89th  Congress,  1st  Session, 
House  Report  682 — Senate  Numbered  Amendment  No.  254  at  p.  50-51).  There 
could  be  no  clearer  indication  than  this  that  the  Congress  advisedly  refused  to 
give  you  any  authority  to  set  any  federal  standards  whatsoever  under  Title  XIX. 

Supplement  D  purports  to  set  forth  all  types  of  criteria  for  the  administration 
of  state  plans.  This  field  is  clearly  left  to  the  states.  The  drafters  of  Supplement 
D  have  deluded  themselves  by  quoting  parts  of  subsections  of  Title  XIX  out  of 
context  (in  the  Supplement)  which  entirely  distorts  the  meaning  of  the  Title. 
Such  Section  1902  (a)  (4)  states  that  a  state  plan  must : 

"(4)  provide  such  methods  of  administration  (including  methods  relating 
to  the  establishment  and  maintenance  of  personnel  standards  on  a  merit  basis, 
except  that  the  Secretary  shall  exercise  no  authority  with  respect  to  the 
selection,  tenure  of  office  and  compensation  of  any  individual  employed  in  ac- 
cordance with  such  methods,  and  including  provisions  for  utilization  of  pro- 
fessional medical  personnel  in  the  administration  and,  where  administered 
locally,  supervision  of  administration  of  the  plan)  as  are  found  by  the  Secre- 
tary to  be  necessary  for  the  proper  and  efficient  operation  of  the  plan." 
This  subsection  (4)  is  quoted  throughout  Supplement  D  (See  D-5000)  as 
follows : 

"(4)  provide  such  methods  of  administration  *  *  *  as  are  found  by  the 
Secretary  to  be  necessary  for  the  proper  and  efficient  operation  of  the 
plan;  *  *  *". 

The  difference  between  the  original  subsection  (4)  and  the  emasculated  version 
is  considerable.  The  Senate  Finance  Committee  Report  explains  this  subsection 
as  follows: 

"The  bill  contains  a  provision  found  in  the  other  public  assistance  titles 
of  the  Social  Security  Act  that  the  State  plan  must  include  such  methods  of 
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administration  as  are  found  by  the  Secretary  to  be  necessary  for  the  proper 
and  efficient  operation  of  the  plan,  with  the  addition  of  the  requirement  that 
such  methods  must  include  provisions  for  utilization  of  professional  medical 
personnel  in  the  administration  of  the  plan.  It  is  important  that  State  utilize 
a  sufficient  number  of  trained  and  qualified  personnel  in  the  administration 
of  the  program  including  both  medical  and  other  professional  staff." 
The  entire  scheme  of  Title  XIX  is  to  define  specifically  and  to  limit  sharply 
your  powers  to  issue  regulations  implementing  that  Title.    The  Congress  was 
very  solicitous  of  the  powers  of  the  states  as  demonstrated  throughout  the  lan- 
guage of  the  Title  as  well  as  the  Senate  and  House  Reports.   Its  scheme  is  dia- 
metrically opposed  to  that  of  Title  XVIII  in  this  regard. 

Subsection  1902(a)  (22)  reiterates  and  further  supports  the  intention  of  Con- 
gress that  the  States  and  not  the  Department  of  Health,  Education,  and  Welfare 
were  to  fix  standards  for  hospitals  and  nursing  homes,  among  other  agencies. 
That  section  provides: 

"(22)  include  descriptions  of  (A)  the  kinds  and  numbers  of  professional 
medical  personnel  and  supporting  staff  that  will  be  used  in  the  administra- 
tion of  the  plan  and  of  the  responsibilities  they  will  have,  (B)  the  standards 
for  private  or  public  institutions  in  which  recipients  of  medical  assistance 
under  the  plan  may  receive  care  or  services,  that  will  be  utilized  by  the 
State  authority  or  authorities  responsible  for  establishing  and  maintaining 
such  standards,  (C)  the  cooperative  arrangements  with  State  health  agen- 
cies and  State  vocational  rehabilitation  agencies  entered  into  with  a  view 
to  maximum  utilization  of  and  coordination  of  the  provision  of  medical  as- 
sistance with  the  services  administered  or  supervised  by  such  agencies,  and 
(D)  other  standards  or  methods  tliat  the  State  will  use  to  assure  that  medi- 
cal or  remedial  care  and  services  provided  to  recipients  of  medical  assist- 
ance are  of  high  quality." 
The  report  of  the  Senate  Special  Committee  on  Aging  (89th  Congress,  2d  Ses- 
sion, Report  No.  1073 — Development  in  Aging,  1965)  states  on  page  4,  footnote  1, 
that  "An  extended  care  facility  is  one  which  provides  post  acute  convalescent 
care  immediately  following  hospitalization.    The  term  'extended  care  facility' 
should  not  be  considered  as  referring  to  nursing  homes  in  general."  Subsection 
1902(a)  (21)  provides  that  if  the  State  Plan  includes  medical  assistance  for  those 
over  65  years  of  age  in  public  institutions  for  mental  diseases,  it  must  show  that 
the  state  is  making  satisfactory  progress  toward  developing  and  implementing 
a  comprehensive  mental  health  program  including  the  utilization  of  "Community 
mental  health  centers,  nursing  homes  and  other  alternatives  to  care  in  public 
institutions  for  mental  diseases."    I  call  your  attention  to  the  use  of  the  word 
"nursing  home"  and  the  absence  of  the  use  of  the  word  "extended  care  facility." 

A  1961  survey  by  the  Public  Health  Service  entitled  "Characteristics  of  Nurs- 
ing Homes  and  Related  Facilities"  states  on  page  18  as  follows : 

"The  term  'nursing  home'  has  a  rather  general  connotation  in  the  licensure 
laws  of  many  States.  Depending  on  the  licensure  designation  in  the  various 
States,  nursing  homes  may  provide  comprehensive  nursing  care,  limited 
nursing  care,  or  simply  residential  care.  However,  the  majority  of  the 
11,251  nursing  or  convalescent  homes  reported  in  the  study  provide  skilled 
nursing  care  as  their  primary  function  (see  table  5).  About  one-sixth  of 
the  facilities  (16.8  percent)  have  personal  care  as  their  primary  function. 
Only  127  'nursing  home'  facilities  were  reported  as  primarily  residential  in 
nature." 


Table  5. — Type  of  care  provided  in  nursing  home,  1961  1 


Homes 

Beds 

Primary  type  of  care  provided 

Number 

Percent 

Number 

Percent 

Total  reported     

11,251 

100.0 

353,285 

100.0 

Skilled  nursing  care.-    

9,235 

82.1 

304,863 

86.3 

Personal  care  with  skilled  nursing  

539 

4.8 

18,539 

5.2 

Personal  care  without  skilled  nursing   — 

1,350 

12.0 

25,337 

7.2 

Residential  care  with  skilled  nursing..   

54 

.5 

3,139 

.9 

Residential  care  without  skilled  nursing  

73 

.6 

1, 407 

.4 

i  Excludes  nursing  home  units  in  hospitals.  See  also  "A  Comparative  Study  of  40  Nursing  Homes— 
Their  Design  and  Use,"  Public  Health  Service  Publication  930-0-17  (1965),  pp.  4  and  5. 
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Under  the  guise  of  issuing  regulations,  your  representatives  in  Supplement  D 
purport  to  outlaw  all  supplementation  or  supplementary  payments  to  nursing 
homes  in  any  form  within  one  year.  One-third  to  one-half  of  the  States  allow 
supplementary  payments  by  the  family  or  friends  in  some  form.  In  states  where 
welfare  payments  are  $100  to  $150  a  month — without  supplementary  payments 
the  better  nursing  homes  could  not  afford  to  take  welfare  patients.  We  were 
told  by  your  representatives  tjiat  since  every  state  legislature  would  meet  in 
1967,  this  provision  was  to  serve  notice  on  state  legislatures  in  states  having 
low  payments  that  they  have  to  raise  their  welfare  payments  this  year  since 
supplementary  payments  would  be  outlawed  after  January  1,  1968. 

These  people  know  not  what  they  propose.  Congress  held  no  hearings  on  out- 
lawing supplementation.  Neither  the  Senate  nor  House  committees  concerned 
made  any  proposal  touching  on  supplementation.  Congress  did  outlaw  family 
responsibility  laws  and  similar  practices.  It  had  ample  opportunity  to  outlaw 
supplementation.  Had  it  done  so,  I  am  certain  it  would  have  not  taken  the 
seemingly  cavalier  and  calloused  attitude  which  your  representatives  apparently 
have.  They  have  made  no  provision  for  the  patient  or  the  nursing  home  in  the 
event  the  State  Legislature  does  not  raise  its  state  welfare  rates.  If  thse  invalid 
regulations  remain  in  force,  many  welfare  patients  will  go  without  nursing 
home  care  and  many  nursing  homes  will  deteriorate  or  cease  to  operate.  Your 
representatives  have  attempted  by  regulation  to  legislate  in  a  field  from  which 
Congress  intentionally  excluded  them  and  made  no  attempt  to  legislate  itself. 

Representatives  of  the  American  Nursing  Home  Association  have  discussed 
with  representatives  of  your  Department  in  great  detail  the  lack  of  authority 
for  what  the  Department  has  done.  We  have  attempted  to  cooperate  in  every 
way  all  without  avail. 

We  wish  to  give  you  an  opportunity  to  rescind  Supplement  D  before  taking 
further  action.  However,  if  Supplement  D  is  not  rescinded  in  the  immediate 
future  or  its  effective  date  not  suspended  indefinitely,  we  will  be  required  to 
comply  with  the  mandate  of  the  Association  and  commence  appropriate  action 
in  the  United  States  District  Court  to  enjoin  permanently  the  enforcement  of 
Supplement  D  or  any  part  thereof. 
Respectfully  yours, 

John  K.  Pickens, 
General  Counsel,  American  Nursing  Home  Association. 


Department  of  Health,  Education,  and  Welfare, 

Washington,  D.G.,  February  25,  1967. 

Mr.  John  K.  Piokens, 

General  Counsel,  American  Nursing  Home  Association, 
Washington  Building,  Washington,  D.C. 

Dear  Mr.  Pickens  :  This  is  in  further  reply  to  your  thoughtful  letter  of  Janu- 
ary 16,  1967,  regarding  the  definition  of  "skilled  nursing  home"  for  purposes  of 
State  medical  assistance  programs  under  title  XIX  of  the  Social  Security  Act. 

As  was  indicated  in  our  discussion  on  February  2  with  you  and  officials  of  the 
American  Nursing  Home  Association,  we  are  giving  further  study  to  the  qualifi- 
cations which  skilled  nursing  homes  must  have  in  order  to  participate  in  pro- 
grams under  title  XIX,  and  we  will  be  in  touch  with  you  and  the  Association 
in  the  very  near  future.  In  response  to  your  letter,  however,  we  would  like 
to  make  known  our  views  that  the  Department  has  clear  legal  authority  to  estab- 
lish a  definition  of  "skilled  nursing  home,"  and  that  the  issues  you  have  raised 
are  largely  matters  of  policy — which  we  are  considering — and  not  of  law. 

To  begin,  section  1905(a)  of  the  Social  Security  Act  deals  with  the  term 
"medical  assistance,"  and  sets  forth  15  types  of  care  and  services  which  are 
included  in  that  term.  The  fourth  item  is  "skilled  nursing  home"  services.  It 
seems  clear  as  a  matter  of  legal  principle — and  apparently  you  agreed  at  the 
meeting  on  February  2 — that,  when  such  terms  appear  in  a  Federal  statute 
without  further  elaboration,  the  Federal  officials  charged  with  administration 
of  the  law  have  the  authority  and  responsibility  for  interpreting  and  explaining 
the  meaning  to  be  given  to  the  bare  wordis  of  the  statute  in  the  light  of  the 
statutory  purposes. 

In  using  the  words  "skilled  nursing  home,"  the  Congress  obviously  was  not  re- 
ferring to  the  full  range  of  institutions  which  are  licensed  or  otherwise  regarded 
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as  nursing  homes.  Moreover,  these  words  must  be  related  to  the  objective  of 
title  XIX  to  assure  services  of  high  quality.  Certainly,  all  facilities  which  are 
primarily  of  a  domiciliary  nature  must  be  excluded  from  the  medical  assistance 
program,  and  only  those  medical  institutions  which  provide  skilled  nursing 
services  can  be  included  as  skilled  nursing  homes. 

A.  Federal  definition  must  be  applicable  nationwide.  It  cannot  call  for  good 
care  in  one  State  and  deficient  care  in  another.  The  Department  is  not  obliged 
to  accept  each  State's  definition  and  thus  be  bound  to  the  least  common  de- 
nominator. 

The  term,  "medical  assistance  for  the  aged,"  in  titles  I  and- XVI  (section  6(b) 
and  1605(b)  of  the  Social  Security  Act)  includes  "skilled  nursing-home  serv- 
ices," but  then  includes  as  a  final  catch-all,  "any  other  medical  care  or  remedial 
care  recognized  under  State  law."  There  was  little  point  in  developing  a 
limiting  Federal  definition  of  skilled  nursing  home  services  under  these  titles, — 
although  there  was  authority  to  do  so, — since  the  State  would  still  be  free  to 
include  nursing  home  services  of  lesser  quality  if  recognized  under  State  law. 
By  contrast,  the  definition  of  "medical  assistance"  under  title  XIX  of  the  Social 
Security  Act  sets  forth  various  items  of  medical  care,  including  "skilled  nursing 
home  services,"  and  then  includes  as  the  catch-all  "any  other  medical  care,  and 
any  other  type  of  remedial  care  recognized  under  States  law,  specified  by  the 
Secretary"  (Section  1905(a)  (15)  of  the  Social  Security  Act.)  Thus,  it  be- 
came clear  that  in  furtherance  of  the  statutory  objective  of  high  quality  care 
the  "Secretary  was  not  expected  to  accept  medical  care  for  matching  under  title 
XIX  merely  because  it  was  recognized  under  State  law.  This  in  turn  made  it 
meaningful  for  the  Federal  officials  to  define  the  various  types  of  care  specifically 
set  forth  in  the  definition  of  "medical  assistance."  In  short,  the  statutory  pat- 
tern and  purposes  of  title  XIX  are  different  in  significant  respects  from  those 
of  titles  I  and  XVI,  with  the  result  that  the  words  "skilled  nursing  home"  as 
they  appear  in  title  XIX  require  definition,  as  the  same  words  in  the  other  titles 
do  not. 

Skilled  nursing  home  services  are  one  of  the  five  kinds  of  services  that,  effec- 
tive July  1,  1967,  must  be  included  under  State  medical  assistance  plans.  ( Sec- 
tion 1902(a)  (18)  (A)  of  the  Act.)  This  gives  added  reason  for  Federal  defini- 
tion of  the  term.  The  inclusion  of  these  services  reflects  in  part  the  relationship 
between  title  XIX  and  title  XVIII  of  the  Social  Security  Act,  which  were  enacted 
together.  When  payments  for  extended  care  services  under  title  XVIII  cease 
after  100  days  but  need  for  such  care  continues,  and  the  patient  must  then  look 
to  title  XIX  for  payment,  it  is  important  that  the  latter  program  include  suffi- 
cient facilities  offering  the  skilled  nursing  services  that  are  required. 

You  point  out  that  title  XVIII  contains  a  detailed  definition  of  "extended  care 
facility."  (Section  1861  (j).)  The  use  of  the  unelaborated  term  "skilled  nurs- 
ing home"  in  title  XIX  commits  much  greater  discretion  to  the  Federal  adminis- 
trators. They  are  not  required  to  use  for  title  XIX  the  definition  of  "extended 
care  facility"  used  in  title  XVIII,  but  neither  are  they  precluded  from  doing  so. 
Insofar  as  the  title  XVIII  definition  describes  a  skilled  nursing  home,  it  affords 
an  appropriate  base  on  which  to  build  the  title  XIX  definition. 

Your  letter  refers  to  several  of  the  requirements  for  State  plans  for  medical 
assistance,  including  section  1902(a)  (9),  dealing  with  standard  setting;  section 
1902(a)  (4),  dealing  with  methods  of  administration;  and  section  1902(a)  (22), 
dealing  with  the  description  of  the  standards  for  institutions  in  which  recipients 
of  medical  assistance  may  receive  care,  and  the  description  of  other  standards 
and  methods  that  the  State  will  use  to  assure  that  medical  or  remedial  care  and 
services  provided  to  recipients  of  medical  assistance  are  of  high  quality.  While 
these  provisions  are  pertinent  to  some  extent  to  the  questions  you  raise  since  they 
reinforce  the  Congressional  emphasis  on  the  high  quality  of  services  under  title 
XIX,  they  are  not  directly  relevant.  They  prescribe  conditions  for  the  accept- 
ability of  the  entire  plan.  They  do  not  govern  the  definition  of  "medical  assist- 
ance" for  purposes  of  Federal  matching. 

There  is  considerable  overlap  among  the  various  provisions.  The  plan 
requirement  on  standard-setting,  for  example,  covers  all  institutions  of  the  types 
in  which  medical  assistance  may  be  received;  the  State  authorities  set  the 
standards,  issue  licenses,  and  take  such  administrative  and  judicial  action  as 
may  be  necessary  to  maintain  the  standards ;  if  the  State  does  not  accept  or  carry 
out  its  responsibilities,  the  only  Federal  sanction  is  to  withdraw  Federal  sup- 
port entirely  from  the  State  plan  or  the  affected  part  of  the  State  plan.  The 
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meaning  of  "skilled  nursing  home",  on  the  other  hand,  is  subject  to  Federal 
definition,  which  is  applicable,  facility-by-facility,  to  those  homes  to  which  pay- 
ments are  actually  made  under  the  plan  ;  if  the  Federal  definition  is  not  met, 
Federal  financial  participation  is  not  available  in  the  payments  to  the  particular 
facility.  The  Congress  has  thus  provided  separate,  interrelated  spheres  for  State 
action  and  for  Federal  action,  designed  to  reinforce  each  other  in  furtherance  of 
the  overall  purpose  of  good  care  for  recipients  of  medical  assistance  under  the 
plan. 

In  summary,  we  believe  that  there  is  ample  legal  authority  for  a  Federal 
definition  of  "skilled  nursing  home".  We  also  recognize  that  there  are  problems 
regarding  the  availabilitv  of  sufficient  nursing  homes  of  high  quality  to  serve 
the  needs  of  potential  recipients  of  medical  assistance  under  title  XIX.  We  shall 
write  soon  regarding  our  program  policies  on  this  subject. 
Sincerely. 

Wilbur  J.  Cohen, 

Under  Secretary. 


The  Under  Secretary  of  Health,  Education,  and  Welfare, 

Washington,  D.C.,  March  1,  1967. 

Mr.  Ed  Walker, 

President,  American  Nursing  Home  Association, 
Miami,  Okla. 

Dear  Mr.  Walker:  At  our  recent  meeting  with  you  and  members  of  your 
Association,  I  promised  to  carefully  review  our  policies  with  respect  to  skilled 
nursing  homes  under  title  XIX  of  the  Social  Security  Act  relating  to  Medicaid. 
Members  of  our  staff  thoroughly  reexamined  existing  policies.  I  met  with  a 
group  of  State  welfare  administrators  on  the  subject,  and  I  discussed  the  matter 
with  Mr.  Lloyd  Rader,  the  Director  of  the  Department  of  Public  Welfare  for 
Oklahoma,  and  Mr.  Jearl  Smart,  President  of  the  Oklahoma  Nursing  Home 
Association. 

Attached  herewith  is  a  revision  of  our  policies  based  upon  the  reexamination 
we  have  just  completed.  We  believe  this  revised  policy  incorporates  the  best 
suggestions  we  have  received  from  various  sources ;  it  carries  out  the  Congres- 
sional mandate  to  recognize,  "skilled  nursing  care"  and  it  does  this  with  due 
regard  to  the  practical  problems  we  are  faced  with  today  in  many  places  in 
terms  of  nursing  shortages.  The  revised  policy  is  now  being  processed  for  is- 
suance to  replace  the  policy  now  contained  in  H.B.  FPAA  Suppl.  D,  D-5130-2.d. 
and  D-5141-4.1. 

We  should  be  glad  to  continue  our  discussions  on  any  matters  of  concern  at 
a  mutually  agreeable  time. 
Sincerely  yours, 

Wilbur  J.  Cohen, 

Under  Secretary. 

Revised  Sections  D-5141.4.1  and  D-5130.2.d  Relating  to  Skilled  Nursing  Home 

Services 

handbook  of  public  assistance  administration — supplement  d 

The  definition  of  a  "skilled  nursing  home"  is  revised  to  read  as  follows: 
D-5141,  item  4.1  A  "skilled  nursing  home"  is  defined  as  a  facility,  or  a  distinct 
part  of  a  facility,  which  meets  the  following  conditions : 

(a)  The  facility  is  constructed,  equipped,  maintained,  and  operated  in  com- 
pliance with  all  applicable  State  and  local  laws  and  regulations  affecting  the 
health  and  safety  of  the  patients  and  their  protection  against  the  hazards  of  fire 
and  other  disasters,  and  there  is  a  written,  rehearsed  disaster  plan. 

(6)  The  administrator  is  qualified  by  training  and  experience  for  successful 
operation  of  a  nursing  home  and  has  the  necessary  authority  and  responsibility 
for  management  of  the  facility. 

(c)  The  facility  employs  staff  sufficient  in  number  and  qualifications  to  meet 
the  requirements  of  the  patients  accepted  for  care  or  remaining  in  the  facility 
for  care. 

(d)  Food  is  prepared  and  served  under  competent  direction,  at  regular  and 
appropriate  times.  Professional  consultation  is  available  to  assure  good  nutri- 
tional standards  and  that  the  dietary  needs  of  the  patients  are  met. 


804 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


(e)  Patient  care  is  provided  in  accordance  with  written  policies  formulated 
with  the  advice  of  one  or  more  physicians  and  one  or  more  registered  profes- 
sional nurses. 

(/)  Constructive  care  directed  toward  restoring  and  maintaining  each  patient 
at  his  best  possible  functional  level  is  provided,  including  activities  designed  to 
encourage  self-care  and  independence  provided  as  a  part  of  the  patients'  treat- 
ment program. 

(g)  Patients  in  need  of  skilled  nursing  care  are  admitted  to  the  facility  only 
upon  recommendation  by  a  physician ;  the  care  of  such  patients  is  continuously 
under  the  supervision  of  a  physician;  and  the  facility  maintains  arrangements 
that  assure  that  the  services  of  a  physician  who  can  act  in  case  of  emergency 
are  continuously  available. 

(h)  The  facility  provides  24-hour  nursing  services  adequate  in  quality  and 
amount  to  meet  the  needs  of  the  patients  who  are  admitted  to,  and  remain  in, 
the  facility.  The  nursing  service  is  directed  by  a  registered,  professional  nurse 
who  is  employed  full  time  in  the  facility  and  is  responsible  for  the  total  nursing 
service.  At  all  times,  there  is  a  registered  professional  nurse,  or  a  licensed  prac- 
tical nurse  who  is  a  graduate  of  a  State  approved  school  of  practical  nursing, 
in  charge  of  the  nursing  service  except  that  ,in  those  instances  in  which  a  licensed 
pratcical  nurse  who  is  not  a  graduate  of  an  approved  school  was  successfully 
discharging  the  responsibilities  of  a  charge  nurse  on  July  1,  1967,  such  nurse 
may  be  employed  in  this  capacity,  only  if  she  has  completed  training  satisfactory 
to  the  appropriate  State  licensing  authority. 

(i)  All  drugs  and  medications  are  prescribed,  handled,  stored,  and  admin- 
istered in  accordance  with  accepted  professional  practices. 

(j)  An  individual  record  is  maintained  for  each  patient  covering  his  medical, 
nursing  and  related  care  in  accordance  with  accepted  professional  standards. 

(k)  Effective  arrangements  are  maintained  through  which  services  required 
by  the  patients  but  not  regularly  provided  within  the  facility,  can  be  obtained 
promptly  when  needed.  This  includes  laboratory,  x-ray  and  other  diagnostic  serv- 
ices, and  regular  and  emergency  dental  care.  It  includes,  also,  provisions  for 
recognition  of  need  for  social  services  and  for  prompt  reporting  of  such  need 
to  the  local  welfare  department  or  other  appropriate  source. 

(I)  The  facility  is  licenseed  or  formally  approved  as  a  nursing  home  by  an  of- 
ficially designated  State  standard-setting  authority. 

Any  facility  that  is  a  participating  provider  of  extended  care  under  title 
XVIII  of  the  Social  Security  Act  may  be  assumed,  ipso  facto,  to  qualify  as  a 
"skilled  nursing  home". 

For  an  interim  period  until  January  1,  1969,  the  term  medical  assistance  in 
section  1905(a)  includes  services  in  a  facility  or  a  distinct  part  of  a  facility 
which  is  licensed  or  formally  approved  as  a  nursing  home  by  an  officially  desig- 
nated State  standard-setting  authority  and  which  effective  January  1,  1968,  has 
a  plan  which  the  State  agency  determines  offers  a  reasonable  expectation  that 
the  facility  will  meet  the  definition  of  skilled  nursing  home  not  later  than  Janu- 
ary 1, 1969. 

Paragraph  2.d.  of  Section  D-5130,  Criteria  for  the  Administration  of  the  Plan, 
is  revised  to  read  as  follows : 

(d)  Long-term  care  of  patients  in  medical  institutions  is  provided  in  accord- 
ance with  procedures  and  practices  that  include  the  following : 

(1)  Care  is  authorized  only  on  recommendation  by  a  physician  and  after 
joint  consideration  by  the  physician  and  the  social  worker  of  the  pertinent 
medical  and  social  factors,  including  consideration  of  alternative  arrange- 
ments for  the  patient's  care. 

(2)  There  is  a  medical-social  plan  for  each  patient  which  includes  con- 
sideration of  alternate  types  of  care  and  whihc  is  reassessed  periodically. 

(3)  In  making  placements,  the  record  is  precise  as  to  the  medical  reason 
for  admission.  It  shows  what  alternative  methods,  such  as  family  care  home, 
social  care  institution,  home  health  aide,  homemaker,  etc.,  have  been  con- 
sidered by  the  admitting  physician  and  the  caseworker  and  specifies  the 
medical-social  plan  of  treatment  for  the  individual. 

(4)  Each  patient  is  under  the  care  of  a  physician  who  has  responsibility 
for  continued  medical  care  and  planning  for  that  patient,  and  who  visits 
him  at  least  once  a  month. 

(5)  There  is  a  periodic  review  of  the  care,  treatment  and  plan  for  each 
patient  by  a  physician,  nurse  and  social  worker,  acting  as  a  team. 
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(6)  In  addition  to  the  clinical  record  maintained  by  the  facility,  there  is 
a  continuing  case  record  in  the  agency  including  the  items  specified  above 
and  (a)  regular  notes  of  agency  contacts  with  the  patient,  with  his  rela- 
tives, with  the  physician,  and  with  the  nursing  home;  (6)  notations  regard- 
ing the  patient's  progress;  (c)  information  regarding  problems  that  have 
arisen  related  to  his  care  and  action  taken  with  respect  to  them. 

(7)  Arrangements  are  made  with  the  State  standard-setting  authority 
to  certify  to  the  State  title  XIX  agency  whether  facilities  qualify  under  the 
definition  of  skilled  nursing  home  set  forth  in  D-5141. 


Dawson,  Griffin,  Pickens  &  Riddell, 

Washington,  D.C.,  March  8, 1967. 

The  Honorable  Wilbur  Cohen, 

Under  Secretary,  Department  of  Health,  Education,  and  Welfare, 
Washington,  D.C. 

Dear  Mr.  Cohen  :  Thank  you  for  your  letter  of  February  25,  1967.  At  the 
conference  on  February  2,  1967  with  you  and  members  of  your  staff,  I  did  state 
that  the  Secretary,  under  well  recognized  principles  of  Administrative  Law  and 
Canons  of  Construction,  did  have  limited  authority  to  interpret  the  term  "skilled 
nursing  home  care."  I  said  he  could  interpret  that  term  to  require  some  kind 
of  supporting  nursing  service.  This  is  as  far  as  he  could  go  in  the  matter  because 
Congress  has  specifically  limited  his  authority  to  fix  standards  of  care.  It  has 
said,  in  no  uncertain  terms,  in  Section  1902(a)  (9)  and  (22)  that  the  authority 
of  the  states  in  this  matter  is  not  to  be  disturbed.  The  House  Conferees  went 
so  far  as  to  knock  out  a  Senate  amendment  which  gave  the  Secretary  the  authority 
to  fix  fire  and  safety  standards. 

To  say  that  the  Secretary  can  define  the  term  "skilled  nursing  home  service" 
as  requiring  some  sort  of  supporting  nursing  service  does  not  say  that  he  can 
go  beyond  this  and  provide  for  the  qualifications  and  number  of  nurses,  the 
medical  staff,  the  physical  environment,  the  dietary  requirements,  rules  govern- 
ing the  dispensation  of  drugs  and  so  on.  When  the  Secretary  does  the  latter 
he  has  gone  way  beyond  interpretation  and  invades  the  field  of  establishing 
regulations  or  standards. 

A  homely  analogy  would  be  the  term  "restaurant"  in  a  statute.  The  admin- 
istrator could  define  restaurant  as  a  place  where  food  was  served  to  the  public. 
Under  the  guise  of  interpreting  the  term  "restaurant"  he  could  not  provide  for  the 
qualifications  and  number  of  cooks,  the  qualifications  and  number  of  waitresses, 
the  size  and  location  of  the  tables,  inspections  of  the  kitchen,  health  examina- 
tions for  employees  and  the  like. 

As  you  state,  Section  1905(a)  sets  forth  15  types  of  care  and  services  which 
are  included  in  the  term  "Medical  Assistance."  The  fourth  one  is  "skilled 
nursing  home  service."  The  other  14  types  are  listed  and  discussed  herein 
below : 

Under  the  guise  of  construing  this  term  "skilled  nursing  home  services"  your 
department  has  promulgated  and  adopted  and  incorporated  by  reference  all 
the  regulations  prepared  and  promulgated  under  Title  XVIII— all  without  au- 
thority and  all  without  consulting  representatives  of  national  organizations 
involved  as  was  done  in  formulating  these  regulations  under  Title  XVIII. 
Supplement  D  of  these  regulations  (which  you  chose  to  say  are  not  "standards 
for  private  and  public  institutions  in  which  recipients  of  medical  assistance 
under  the  plan  may  receive  care  or  service")  are,  in  fact,  regulations  which 
the  states  are  responsible  for  establishing  and  maintaining  under  Section  1902 
(a)  (9),  Supplement  D  (incorporating  by  reference  the  Table  XVIII  regulations) 
provides  detailed  regulations  for  the  following  : 

I.  Compliance  with  State  and  Local  Laws ;  II.  Governing  Body ;  III.  Physical 
Environment ;  IV.  Medical  Staff ;  V.  Nursing  Department ;  VI.  Dietary  Depart- 
ment;  VII.  Medical  Record  Department;  VIII.  Pharmacy  or  Drug  Room;  IX. 
Laboratories;  X.  Radiology  Department;  XI.  Medical  Library;  XII.  Compli- 
mentary Departments ;  XIII.  OutPatient  Department ;  XIV.  Emergency  Service 
or  Department ;  XV.  Social  Work  Department ;  XVI.  Utilization  Review  Plan. 

The  15  types  of  care  which  are  included  in  the  term  of  "medical  assistance" 
in  Section  1905(a)  are : 

^  (1)  Inpatient  hospital  services;  (2)  OutPatient  hospital  services;  (3)  Other 
laboratory  and  x-ray  services;  (4)  Skilled  nursing  home  services;  (5)  Physi- 
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cians'  services,  whether  furnished  in  the  office,  the  patient's  home,  a  hospital,  or 
a  skilled  nursing  home,  or  elsewhere;  (6)  Medical  care,  or  any  other  type  of 
remedial  care  recognized  under  State  law,  furnished  by  licensed  practitioners 
within  the  scope  of  their  practice  as  defined  by  State  law  ;  ( 7 )  Home  health  care 
services;  (8)  Private  duty  nursing  services;  (9)  Clinic  services;  (10)  Dental 
services;  (11)  Physical  therapy  and  related  services;  (12)  Prescribed  drugs, 
dentures,  and  prosthetic  devices ;  and  eyeglasses  prescribed  by  a  physician  skilled 
in  diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual  may  select ; 
(13)  Other  diagnostic,  screening,  preventive  and  rehabilitative  services;  (14) 
InPatient  hospital  services  and  skilled  nursing  home  services  for  individuals  65 
years  of  age  or  over  in  an  institution  for  tuberculosis  or  mental  diseases ;  and 
(15)  any  other  medical  care,  and  any  other  type  of  remedial  care  recognized  un- 
der State  law,  specified  by  the  Secretary. 

By  construing  these  other  14  types  of  care  as  you  have  done  in  connection  with 
"skilled  nursing  home  service"  your  department  could  write  regulations  setting 
the  standards  in  each  and  every  segment  of  the  health  care  field — all,  not  only 
without  specific  authority  from  Congress,  but  in  fact  contrary  to  Section  1902(a) 
(9)  and  (22). 

For  example,  by  interpreting  the  phrase  "inpatient  hospital  service"  you  could 
write  detailed  standards  for  hospitals  in  the  same  16  fields  such  as  nursing  serv- 
ice, medical  staff,  dietary,  etc.  By  interpreting  the  words  "outpatients  hospital 
services"  you  could  promulgate  detailed  regulations  on  all  types  of  outpatient 
services. 

By  interpreting  the  phrase  "physician  services,"  "home  health  care  services," 
"private  duty  nursing  serivce,"  "clinic  services,"  "dental  services,"  your  depart- 
ment could  set  nationwide  standards  in  the  same  16  or  more  fields  for  all  of  these 
and  other  professions'  services  and  completely  regulate  the  health  care  field  all 
without  any  authorization  from  the  Congress  (and,  in  fact,  contrary  to  Section 
1902). 

Your  reply  of  February  25,  1967,  on  page  2,  refers  to  Section  1905(a)  (15)  as 
a  source  of  the  Department's  authority.  That  section  states  that  medical  as- 
sistance means,  among  other  things,  "(15)  any  other  medical  care,  and  any  other 
type  of  remedial  care  recognized  under  State  law  specified  by  the  Secretary:" 

The  term  "specified  by  the  Secretary"  refers  only  to  "any  other  medical  care 
and  any  other  type  of  remedial  care  recognized  by  the  State"  as  contained  in 
Subsection  1905(a)  (15).  It  has  no  reference  to  "skilled  nursing  home  services" 
in  Subsection  1905(a)  (4).  Furthermore,  the  term  "specified  by  the  Secretary" 
does  not  give  the  Secretary  authority  to  issue  detailed  regulations.  This  phrase 
merely  allows  the  Secretary  to  select  or  to  "specify"  from  two  types  of  care 
recognized  by  the  States. 

In  your  letter  (on  page  2)  you  state  that  "skilled  nursing  home  service"  is 
one  of  the  five  kinds  of  services  that  effective  July  1, 1967  must  be  included  under 
State  medical  assistance  plans.  You  further  state  that  this  gives  added  reason 
for  Federal  definition  of  the  term. 

As  you  well  know,  this  term  ("skilled  nursing  home  service")  has  been  in 
the  Act  since  1960.  It  seems  curious  that  the  Department  has  administered 
the  Act  for  6  years  without  issuing  detailed  regulations  under  the  pretext  of  de- 
fining this  term.  There  is  little  doubt  that  the  Department  intends  to  do  this 
very  thing  eventually.  At  the  present  time,  in  addition  to  "skilled  nursing 
home  service,"  it  has  incorporated  the  Title  XVIII  Regulations  into  only  the 
following  definitions : 

A.  InPatient  hospital  services ;  B.  OutPatient  hospital  services ;  C.  Other 
laboratory  and  x-ray  services ;  D.  Home  health  care  services ;  E.  Institution  for 
tuberculosis ;  F.  Institution  for  mental  disease. 

Curiously,  "physicians'  services"  for  the  time  being  are  defined  as  those  serv- 
ices provided,  "within  the  scope  of  practice  of  his  profession  as  defined  by  state 
law,  by  or  under  the  personal  supervision  of  an  individual  licensed  under  state 
law  to  practice  medicine  or  osteopathy."  Private  duty  nursing  service,  medical 
care,  clinic  service,  dental  service,  physical  therapy  and  related  services,  among 
others,  are  similarly  defined.  With  such  definitions  there  could  be  little  quarrel 
since  they  are  standard  recognized  definitions.  A  similar  definition  for  "skilled 
nursing  home  service"  has  existed  for  several  years. 

You  state  that  the  "unelaborated  term  skilled  nursing  home"  in  Title  XIX 
commits  much  greater  discretion  to  the  Federal  Administrators  than  the  detailed 
definition  of  extended  care  facility  in  Section  1861  (j)  is  not  only  a  complete 
non  sequitor  but  is  contrary  to  the  express  language  of  the  statute. 
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Even  though  Congress  laid  down  9  conditions  in  defining  an  "extended  care 
facility"  it  provided  specifically  in  Section  1861 (j) (10)  that  an  extended  care 
facility  also  is  one  which — 

"(10)  meets  such  other  conditions  relating  to  the  health  and  safety  of  indi- 
viduals who  are  furnished  services  in  such  institution  or  relating  to  the 
physical  facilities  thereof  as  the  Secretary  may  find  necessary  *  *  *" 
Contrast  this  grant  of  authority  to  the  Secretary  under  Title  XVIII  with  the 
language  of  title  XIX  in  Section  1902(a)(9)  given  similar  authority  to  the 
states,  as  follows ;  where  a  state  plan  must — 

"(9)  provide  for  the  establishment  or  designation  of  a  State  authority  or 
authorities  which  shall  be  responsible  for  establishing  and  maintaining 
standards  for  private  or  public  institutions  in  which  recipients  of  medical 
assistance  under  the  plan  may  receice  care  or  service  *  *  *" 
Your  statement  on  page  6;  that  whereas  Sections  1902(a)  (4)  (9)  and  (22) 
are  relevant  they  do  not  govern  the  definition  of  "medical  assistance"  for  pur- 
pose of  Federal  Matching,  is  somewhat  surprising.    Section  1902(a)(9)  as 
quoted  above,  says  that  the  State  authority  shall  be  responsible  for  establishing 
and  maintaining  standards  for  private  or  public  institutions  in  which  recipients 
of  medical  assistance  under  any  plan  may  receive  care  or  services.    The  Depart- 
ment by  promulgating  Supplement  D  "established"  standards  for  private  and 
public  nursing  homes  under  the  guise  it  was  defining  "skilled  nursing  home 
services." 

Your  letter  makes  no  reference  to  our  objections  to  elimination  of  supplementa- 
tion. The  Secretary  in  defining  requirements  for  State  Plans  under  Supple- 
ment D  (D-5320  and  5330)  purports  to  prohibit  supplementation.  Since  promul- 
gating these  regulations,  he  has  given  the  states  until  January  1,  1968  to  ac- 
complish this. 

The  Secretary  relies  on  Sections  1902(a)  (1)  (4)  (13)  and  (19).  Not  one  or 
all  of  these  subsections  give  him  any  such  authority. 

Let  us  take  7  states  as  examples.  These  are  1966  figures  and  there  may  have 
been  some  change  since  then  but  not  very  much : 


Rate 

Maximum 

Alabama  . 

$75 
125 
175 
205 
100 
100 
175 

$250 
225 
235 
260 
200 
300 
250 

Arizona.  .  .-.                                              ..  -  --  -  .-  -  

Arkansas    ...  .    .....  ...  . 

Colorado    ..  ..  ...  ...  ..  ..  .  ..  ..  .  

Delaware    

Florida  

Georgia      

These  are  7  of  the  21  states  which  permit  supplementation  of  some  sort. 
In  Florida,  for  example,  where  the  rate  is  $100.00  a  month,  a  nursing  home 
would  be  unable  to  take  public  welfare  patients  unless  the  friends  or  family 
were  allowed  to  make  an  additional  payment  to  the  nursing  home. 

Low  state  payments  for  nursing  homes  are  certainly  not  to  be  encouraged, 
since  it  costs  more  money  in  the  long  run.  My  own  state  of  Virginia  used  to 
pay  only  $140.00  a  month  for  nursing  home  care  for  the  indigent.  During  the 
3  years  I  was  on  the  Alexandria  City  Council,  I  recall  that  because  we  could  not 
spend  more  than  $140.00  a  month  for  nursing  home  care,  we  had  to  place  count- 
less indigents  in  hospitals  at  $27.50  to  $33.50  a  day  when  nursing  home  care 
would  have  sufficed.  There  is  little  doubt  but  that,  in  the  end,  low  payments 
encourage  higher  costs. 

If  there  is  to  be  a  policy  against  supplementation,  then  it  should  be  adopted 
by  the  Congress.  If  Congress  desires  to  do  away  with  it,  it  should  be  phased 
out  over  a  3  to  5  year  period.  In  our  several  conferences  with  H.E.W.  repre- 
sentatives, we  complained  about  the  lack  of  authority  and  the  severity  of  phas- 
ing it  out  within  one  year.  It  is  to  severe  because  nursing  homes  are  expending 
large  sums  of  money  in  getting  ready  for  Medicare.  Commencing  February  1, 
1967,  nursing  homes  have  been  covered  under  minimum  wage  for  the  first  time. 
In  many  of  the  southern  states  this  increased  unskilled  labor  costs  by  at  least 
25  percent.  Other  costs  have  been  steadily  increasing  and  many  states  are  having 
difficulty  in  getting  increased  rates  to  cover  only  this  increase  in  minimum 
wages. 
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South  Carolina  is  a  good  example.  Presently  they  have  state  rate  of  $175 
and  allow  supplementation  to  a  maximum  of  $225.00.  The  average  wage  of 
unskilled  help  was  around  75-cents.  On  February  1,  1967  it  went  to  $1.00  with 
no  increase  in  welfare  rates  which  were  there  already  below  the  cost  of  service. 
The  legislature  is  now  struggling  to  raise  these  rates  from  $175  to  $225  just  to 
take  care  of  the  increase  in  wages.  The  South  Carolina  Legislature  would 
have  to  make  a  further  increase  in  its  monthly  rate  of  $50  in  order  to  make  up 
for  eliminating  supplementation.  This  is  too  much  to  expect  of  a  state  legis- 
lature in  one  session. 

Florida  is  in  such  a  spot.  How  can  one  expect  the  Florida  legislature  to  raise 
the  $100  rate  to  $300.00  (to  make  up  for  the  present  $200  allowance  in  supple- 
mentary payments)  and  at  the  same  time  give  another  raise  to  take  care  of 
the  increase  brought  about  by  minimum  wage  and  other  rising  costs.  By  making 
Title  XIX  care  the  same  as  Title  XVIII  care,  the  Department  is  already  throw- 
ing an  added  burden  on  the  states  to  match  that  higher  level  care  and  also  pay 
for  lesser  levels  of  care  for  the  indigent.  Many  of  the  states  do  not  have  a 
regular  session  this  year.  The  states  simply  cannot  find  the  money  to  meet 
all  of  these  problems  in  one  year. 

Moreover,  the  Department's  policy  on  supplementation  is  not  consistent.  They 
allow  supplementation  under  Title  XVIII  of  the  difference  between  a  semi- 
private  room  (2  to  4  beds)  and  a  private  room.  They  allow  the  recipient  to 
pay  for  such  additional  services  such  as  television  and  other  similar  items. 

To  summarize,  the  position  put  forward  in  your  letter  of  February  25,  1967 
is  contrary  to  the  (1)  unambiguous  language  of  Section  1902(a)(1)  through 
(22)  (2)  the  explanation  of  Section  1902  contained  in  Senate  Report  404,  Part 
1,  89th  Congress,  1st  session,  pages  73-85  and  particularly  75-76  (3)  the  com- 
panion House  Report  No.  213,  89th  Congress,  1st  session,  (4)  and  the  Analysis 
of  the  provisions  of  H.R.  6675  and  comparison  of  then  existing  laws  prepared 
by  the  Senate  Finance  Committee. 

I  am  in  receipt  of  a  copy  of  a  letter  dated  March  3,  1967  from  you  to  President 
Ed  Walker  of  the  American  Nursing  Home  Association  in  which  you  enclosed 
a  revision  of  Supplement  D  which  you  propose  to  promulgate.  I  believe  that 
the  Department  is  wise  in  moving  backward  the  effective  date  of  its  proposals 
until  January  1,  1969.  Likewise,  I  believe  these  standards  to  be  somewhat  more 
realistic.  However,  if  the  Secretary  does  not  posses  the  authority  to  establish 
standards  which  was  clearly  left  to  the  states  (which  he  clearly  does  not,)  it 
would  follow  that  he  does  not  have  the  authority  to  promulgate  the  standards 
which  you  now  propose. 

Respectfully  yours, 

Jokn  K.  Pickens, 
General  Counsel,  American  Nursing  Home  Association. 

The  Chairman.  Let's  proceed  first,  Mr.  Pickens,  to  hear  the  re- 
mainder of  your  witnesses  accompanying  you  and  then  we  will  interro- 
gate all  of  you  together. 

Who  is  your  next  witness  ? 

Mr.  Pickens.  Mr.  Stephen  Morris. 

The  Chairman.  Mr.  Morris.    All  right. 

STATEMENT  OF  STEPHEN  J.  MORRIS  ON  BEHALF  OF  THE 
AMERICAN  NURSING-  HOME  ASSOCIATION 

Mr.  Morris.  Mr.  Chairman  and  members  of  this  singularly  impor- 
tant committee.  My  name  is  Stephen  J.  Morris. 

The  Chairman.  You  have  almost  won  your  case  with  that  reference. 

Mr.  Morris.  I  reside  in  Fresno,  Calif.  I  appear  here  this  morning 
as  a  representative  of  the  American  Nursing  Home  Association.  My 
background  is  the  following :  I  have  been  the  owner  and  administrator 
of  a  nursing  home  for  30  years  and  am  presently  administrator  of 
Wish-I-Ah  Lodge,  Auberry,  Calif.,  which  is  a  licensed  153  bed  facility. 
I  am  a  former  lawyer  and  an  immediate  past  president  of  the  Cali- 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


809 


fornia  Nursing  Home  Association.  I  have  been  active  in  associations 
in  this  field  at  the  committee  and  executive  level  throughout  this 
period  of  time.  I  have  also  been  an  appointee  on  several  councils  for 
the  State  of  California  concerned  with  the  nursing  home  field.  I  am 
a  fellow  of  the  American  College  of  Nursing  Home  Administrators. 

The  American  Nursing  Home  Association  is  a  nonprofit  organiza- 
tion serving  the  Nation's  nursing  homes  and  their  patients  through 
educational  and  research  services.  It  represents  i,n  excess  of  6,650 
nursing  homes  with  more  than  300,000  beds  in  49  of  the  50  States. 

It  counts  among  its  members  both  proprietary  and  nonproprietary 
institutions.  In  fact,  it  has  more  nonproprietary  members  than  the 
association  which  limits  its  membership  to  nonproprietary  homes  for 
the  aged. 

It  might  also  interest  you  to  know  that  proprietary  nursing  homes 
carry  a  higher  percentage  of  welfare  patients  than  do  nonproprietary 
homes. 

The  association  .is  proud  of  the  role  it  has  played  since  its  inception 
in  1949  in  improving  the  nursing  home  picture  across  the  Nation,  in 
raising  standards  for  both  facilities  and  patient  care.  I  might  add 
parenthetically  that  as  late  as  1950  only  five  States  had  licensing  laws 
regulating  nursing  homes  while  today  every  State  has  such  laws. 

Probably  no  other  segment  of  the  health  care  field  has  undergone 
as  rapid  or  as  dramatic  changes  as  has  the  nursing  home  field  in  the 
last  decade.  Nursing  homes,  which  developed  like  Topsy  for  many 
years,  are  rapidly  moving  out  of  the  age  of  the  converted  dwelling 
into  an  era  of  modern  new  facilities  specifically  designed  to  provide 
skilled  nursing  care  in  an  environment  as  closely  related  to  that  of  the 
traditional  family  home  as  is  humanly  possible. 

While  the  early  years  of  nursing  homes  were  primarily  devoted  to 
custodial  care  and  personal  services,  today  nursing  homes  have  come 
into  their  own  and  have  joined  the  mainstream  of  health  care  facility 
development. 

Nursing  homes,  in  fact,  are  playing  an  ever-increasing  role  in  the 
health  care  community  across  the  length  and  breadth  of  this  land. 
Not  only  do  they  provide  skilled  nursing  care  but  they  also  provide  the 
social  environment  and  homelike  comforts  so  necessary  to  the  well  be- 
ing of  the  geriatric  patient.  They  serve  too  as  convalescent  centers — 
as  halfway  houses  for  persons  of  all  ages  on  the  road  back  from  acute 
hospitalization  to  their  own  homes  and  their  own  community  life. 

This  is  the  growing  role  for  the  skilled  nursing  home  of  today  and 
tomorrow  and  is  the  one  that  is  drastically  changing  the  profile  of  the 
nursing  home. 

The  association  is  equally  proud  of  the  role  it  is  playing  and  will  con- 
tinue to  assume  in  the  medicare  and  medicaid  programs.  More  than 
half  the  extended  care  facilities  certified  under  medicare  are  members 
of  ANHA.  It  is  fair  to  assume  that  at  least  half  the  beds  presently 
available  to  patients  for  nursing  home  medicare  benefits  are  beds  in 
homes  that  are  members  of  ANHA. 

When  you  consider  that  the  individual  who  owns  more  than  one 
nursing  home  frequently  makes  only  one  of  these  a  member  of  the 
ANHA,  then,  in  terms  of  owners  of  ECF's,  the  above  percentages 
would  increase  substantially. 
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I  have  gone  over  all  this  to  impress  upon  you  that  ANHA  has  a 
genuine  concern  for  the  amendments  put  forth  in  H.R.  5710.  The  as- 
sociation claims  for  itself  no  competency  in  the  areas  relating  to  in- 
creased benefits  and  the  taxes  to  pay  for  them.  We  do  claim,  how- 
ever, a  measure  of  competency  in  the  areas  related  to  health  and  medi- 
cal benefits. 

We  do  not  wish  to  appear  negative,  but,  in  order  to  conserve  your 
valuable  time,  we  shall  address  our  remarks  to  three  parts  of  H.R. 
5710  to  which  we  take  exception.    These  are— - 

1.  Section  129,  Part  3 :  Depreciation  Allowance  for  Purpose  of 
Determining  Reasonable  Cost,  as  found  on  pages  57-62  of  the 
bill. 

2.  Section  131,  Part  C :  Elimination  of  Requirement  of  Physi- 
cian Certification  in  the  Case  of  Inpatient  Hospital  Services  at  the 
Time  the  Individual  Becomes  an  Inpatient,  as  found  on  pages 
71-72  of  the  bill. 

3.  Section  205,  Title  II :  Public  Welfare  Amendments,  Disre- 
garding Maximum  Expenditures  in  Determining  Amounts  of  Fed- 
eral Payments  in  Certain  Cases  as  found  on  pages  118-120  of  the 
bill. 

In  addition  to  the  above,  we  will  address  some  remarks  to  the  prob- 
lem of  securing  sufficient  nursing  personnel  to  meet  the  needs  and  de- 
mands of  the  Nation's  health-care  and  medical-care  programs. 

Turning  our  attention,  therefore,  to  section  129,  part  3,  let  me  state 
at  once  that  the  American  Nursing  Home  Association  takes  exception 
to  including  under  this  section's  requirements  nursing  homes  that  are 
of  a  nongovernmental  character  and  whose  coming  into  existence  either 
was  not  or  is  not  due  to  public  moneys. 

There  is  universal  agreement  among  accountants  that  depreciation 
is  an  item  of  operational  cost.  Further,  the  record  of  testimony  con- 
cerning the  reimbursement  formula  for  title  XVIII  is  characterized 
by  almost  complete  accord  that  depreciation  should  be  an  includable 
item  of  cost. 

We  are,  therefore,  confronted  with  a  situation  wherein  the  Depart- 
ment of  Health,  Education,  and  Welfare  is  saying  in  effect  that  even 
though  an  allowance  for  depreciation  is  a  bona  fide  cost  item,  it  shall 
be  allowable  only  if  it  is  mandatorily  funded  and  its  expenditure 
made  subject  to  the  decisions  of  a  planning  agency. 

There  then  arises  the  f olowing  question :  If,  as  is  universally  agreed, 
depreciation  is  a  legitimate  reasonable  cost  item,  under  what  circum- 
stances then  can  the  funding  of  depreciation  be  justifiably  made 
mandatory  and  placed,  so  to  speak,  at  the  community's  disposal. 

The  American  Nursing  Home  Association  submits  that  if  it  is  at  all 
possible  to  justify  the  mandatory  funding  of  depreciation,  it  can  be 
justified  only  when  the  item  being  depreciated  was  purchased  in  the 
first  place  with  community  funds  m  the  first  instance. 

According  to  a  Public  Health  Service  Survey  the  National  Center 
for  Health  Statistics,  Series  12,  $1,  published  in  June  1963,  87  percent 
of  all  nursing  homes  in  the  United  States  are  proprietary  whose  exist- 
ence was  not  the  result  of  Federal  or  other  public  moneys.  Eight 
percent  of  America's  nursing  homes  are  nonprofit  church  affiliated 
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institutions  all  but  a  few  of  which  were  likewise  built  with  private 
funds.1 

The  remaining  5  percent  are  community -owned  facilities  built  with 
public  moneys.  Therefore,  approximately  95  percent  of  all  the  nurs- 
ing homes  in  the  United  States  were  constructed  with  private  capital. 
Between  1962  and  1966  only  400  nursing  homes  were  constructed  with 
Hill-Burton  funds  at  an  average  cost  of  approximately  $13,000  a  bed. 
This  is  to  be  contrasted  with  an  average  cost  of  $7,000  to  $8,000  per 
bed  in  nursing  homes  constructed  with  private  capital. 

It  is  our  contention  that  if  not  all  nursing  homes,  then  at  least  those 
whose  construction  was  not  owing  to  public  funds  should  be  removed 
from  the  requirements  of  section  129,  part  3. 

Let  me  emphasize  at  this  point  that  the  American  Nursing  Home 
Association  has  supported  and  supports  the  general  principle  of  the 
traditional  areawide  planning  that  has  heretofore  existed. 

However,  let  me  emphasize  even  more  strongly  that  the  American 
Nursing  Home  Association  is  not  prepared  to  support  the  radical 
change  in  the  approach  to  areawide  planning  that  is  embodied  in  H.R. 
5710;  namely,  that  areawide  planning  be  placed  in  the  hands  of  a 
"State  Agency  (designated  by  the  State)  which  (A)  provides  for 
health-care  facility  and  equipment  planning  in  all  political  subdivsions 
of  the  state  .  .  .,  (B)  coordinate  its  activities  with  other  agencies  en- 
gaged in  health  service  planning  and  participates  in  (an)  interstate 
and  regional  health-care  facility  program  .  .  .  (or  provides  reason- 
able assurance  that  it  will  coordinate) ."    (P.  60-61,  H.R.  5710) . 

Mr.  Chairman  and  members  of  this  committee,  if  we  read  pages  60 
and  61  correctly,  then  where  heretofore  areawide  planning  has  been 
voluntary,  community  staffed  and  community  oriented  it  now  shall 
become  mandatory,  implemented  from  the  State  capitol  and  ultimately 
directed  from  some  regional  headquarters  embracing  several  States 
within  its  jurisdiction,  presumably  a  Health,  Education,  and  Welfare 
regional  headquarters,  since  such  is  the  only  one  presently  in  existence. 

Mr.  Chairman  and  members  of  this  committee,  the  American  Nurs- 
ing Home  Association  is  not  prepared  to  surrender  county  and  munici- 
pal authority,  much  less  a  State's  autonomy.  As  representatives  of 
congressional  districts  which  contain  counties  and  municipalities  and 
as  representatives  of  a  particular  State,  we  do  not  believe  that  you  are 
prepared  to  do  so  either. 

However,  assuming  for  purposes  of  clarification  that  you  may  be  so 
prepared,  ANHA  respectfully  submits  that  the  factors  which  make 
planning  desirable  do  not  at  this  point  in  time  apply  to  nursing  homes 
in  general. 

The  factors  frequently  put  forth  to  support  planning  are  summa- 
rized and  included  in  the  section-by-section  analysis  of  H.R.  5710  as 
prepared  by  HEW  and  I  quote  theref  rom  on  page  28 : 

Unnecessary  duplication  and  inefficient  use  of  health  care  facilities  and  equip- 
ment is  wasteful  in  terms  of  public  monies  and  scarce  health  personnel  and  is  a 
significant  factor  in  the  accelerating  costs  of  health  care. 


1  Between  1962  and  1966,  only  400  nursing  homes  were  constructed  with  Hill-Burton 
funds  at  an  average  cost  of  approximately  $13,000  per  bed.  This  is  to  be  contrasted  with 
an  average  cost  of  $7,000  to  $8,000  per  bed  in  nursing  homes  constructed  with  private 
capital. 
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Again,  Secretary  Gardner  in  his  statement  before  this  committee  on 
Wednesday  morning  last  stated  on  page  31  as  follows : 

None  of  us  wishes  to  see  these  Federal  funds  utilized  in  competitive  drives  to 
put  a  radioisotope  laboratory,  a  cobalt  bomb  for  cancer  treatment,  facilities  for 
open-heart  surgery,  or  other  costly  but  highly  specialized  equipment  in  every 
hospital,  large  or  small,  regardless  of  practical  requirements. 

I  would  like  to  point  out  ( 1 )  that  the  95  percent  of  nursing  homes 
referred  to  above  do  not  compete  for  Federal  funds- nor  for  public 
moneys;  (2)  that  nursing  homes  do  not  utilize,  let  alone  compete,  for 
costly  but  highly  specialized  equipment;  (3)  that  the  scarce  health 
personnel  for  whom  nursing  homes  compete  are  primarily  nurses  and 
ancillary  personnel. 

In  respect  to  these,  ANHA  submits  that  the  solution  to  this  prob- 
lem is  not  to  compel  funding  of  depreciation,  but  rather  to  embark 
upon  programs  which  will  increase  the  number  of  nurses  and  support- 
ing nursing  personnel.  I  will  return  to  this  problem  later  in  my  re- 
marks. 

Before  leaving  this  provision  in  H.R.  5710,  I  would  like  to  add  to 
these  remarks  quotes  from  the  executive  proceedings  of  the  Senate 
Committee  on  Finance  discussing  proposed  hospital  insurance  reim- 
bursement guidelines  with  officials  of  the  Department  of  Health,  Edu- 
cation, and  Welfare,  May  25,  1966,  as  found  on  page  102  of  the  com- 
mittee print  and  contained  within  Mr.  Ball's  commentary  on  analysis 
prepared  by  staff  of  the  Committee  on  Finance  entitled  "Proposed 
Medicare  Keimbursement  Formula." 

The  quote  is  as  follows: 

Funding  is  desirable  in  principle  and  consideration  of  enacting  of  legislation 
to  make  it  a  requirement  appears  warranted.  There  are  certain  issues  with 
regard  to  compulsory  funding  that  would  have  to  be  studied.  Proprietary  insti- 
tutions are  a  special  problem  since  compulsory  funding  may  be  considered  to 
have  the  effect  of  depriving  the  proprietor  of  his  own  capital — capital  may  have 
been  invested  in  a  used-up  asset  and  returned  in  the  form  of  depreciation,  but 
he  would  be  unable  to  recoup  his  investment  which  would  be  tied  up  in  a 
fund .  .  . 

Mr.  Chairman  and  members  of  this  committee,  I  submit,  with  all 
due  respect  to  Mr.  Ball,  that  not  because  Mr.  Ball,  himself,  says  so 
but  because  elemental  justice  requires  it  that  the  proprietor  of  an 
institution  which  was  not  constructed  with  Federal  or  other  public 
moneys  should  not  be  denied  the  use  of  his  own  funds  as  would  be 
the  case  if  the  proposed  amendments  to  section  129,  part  3,  as  presently 
found  in  H.R.  5710  were  to  be  enacted. 

I  am  not  at  all  certain  that  even  when  the  facility  was  constructed 
with  public  moneys  that  section  129  should  be  enacted.  A  further 
examination  of  the  record  of  the  hearings  of  the  89th  Congress  reveals 
a  continued  reluctance  on  the  part  of  HEW  to  require  funding  of 
depreciation.  Let  me  quote  again  Mr.  Ball  from  the  same  source 
as  above : 

.  .  .  Few  localities  now  have  effective  planning  organizations.  A  requirement 
that  there  be  effective  planning  before  funds  could  be  spent  might  tie  up  the 
depreciation — funds  of  much  of  the  hospital  system  until  a  network  of  acceptable 
planning  agencies  is  brought  into  existence.  It  should  also  be  noted  that  a 
requirement  of  funding  does  not  mean  depreciation  funds  will  constitute  the 
major  source  of  capital ;  in  Cleveland,  one  of  the  few  areas  where  such  a  require- 
ment has  existed  for  many  years,  over  a  10-year  period  capital  expenditures  were 
4.3  times  total  funded  depreciation. 
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The  inclusion  by  HEW  of  mandatory  funding  in  the  present  H.E. 
5710  represents  a  significant  change  in  the  thinking  of  HEW  from 
what  it  was  in  May  1966,  less  than  10  months  ago — and  even  less  than 
that  if  one  were  to  assume  that  H.R.  5710  was  months  in  preparation. 

Mr.  Chairman  and  members  of  the  committee,  objectivity  has  always 
required  that  when  one  puts  forth  a  proposal  embodying  a  change  in 
the  status  quo,  that  he  submit  along  with  such  proposal  the  need  for 
the  proposed  change  and  the  factors  which  have  caused  the  change 
in  his  thinking. 

Is  it  improper  for  us  to  inquire  whether  there  now  exist  many 
localities  that  have  effective  planning  organizations  when  only  10 
months  ago  few  such  localities  existed? 

Is  it  improper  for  us  to  inquire  whether  there  now  exists  a  network 
of  acceptable  planning  agencies  when  only  10  months  ago  no  such 
network  existed ;  whether,  therefore,  there  no  longer  exists  the  danger 
that  the  depreciation  funds  of  much  of  the  hospital  system  might  be 
tied  up  because  of  the  lack  of  such  a  network  when  only  10  months 
ago  such  a  danger  clearly  existed? 

Is  it  improper  for  us  to  inquire  whether  the  prolonged  experience  of 
Cleveland  which  demonstrated  that  funded  depreciation  was  not  a 
deterrent  to  capital  expenditure  is  no  longer  demonstrable  and  signifi- 
cant when  only  10  months  ago  it  was  singularly  so  ? 

In  short,  is  it  improper  for  us  to  inquire  if  section  129  does  not  in- 
deed represent  a  reach  for  excessive  authority  on  the  part  of  Health, 
Education,  and  Welfare  that  is  at  least  premature  if  not  entirely  un- 
warranted ? 

In  summary,  then,  the  American  Nursing  Home  Association  takes 
exception  to  including  nursing  homes  that  are  of  a  nongovernmental 
character  and  whose  coming  into  existence  was  not  nor  is  not  owed  to 
public  moneys  under  the  requirements  of  section  129  because : 

(1)  Such  a  requirement  would  have  the  effect  of  depriving  the 
proprietor  of  his  own  capital ; 

(2 )  Nursing  homes  do  not  now  utilize  and  therefore  do  not  com- 
pete for  costly  but  highly  specialized  equipment ;  and 

(3)  The  solution  to  the  problem  of  scarce  health  personnel, 
namely,  nurses,  for  which  nursing  homes  do  compete  is  in  no  way 
related  to  the  mandatory  funding  of  depreciation. 

Turning  now  to  the  second  of  the  three  items  in  H.R.  5710  to  which 
the  American  Nursing  Home  Association  takes  exception;  namely, 
section  131  as  found  on  page  71,  let  me  hasten  to  say  that  here  we  do 
not  wish  anything  to  be  deleted  but  rather  that  something  be  added, 
specifically  that  the  elimination  of  the  requirement  of  physician  cer- 
tification in  the  case  of  inpatient  hospital  services  at  the  time  the  in- 
dividual becomes  an  inpatient  be  broadened  to  include  nursing  homes 
as  well  as  hospitals. 

The  heart  of  the  matter  here  is  that  the  fact  that  a  physician  has  a 
patient  admitted  to  the  hospital  is  sufficient  evidence  of  the  patient's 
need  for  hospital  services  and  that  this  is  fully  understood  within  the 
medical,  hospital,  and  private  health  insurance  communities,  and  more- 
over, backed  up  by  the  provision  for  utilization  review. 

In  short,  that  the  physician's  professional  competence  and  integrity 
stand  behind  his  having  had  the  patient  so  admitted. 
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We  subscribe  to  this  argument  and  submit  that  this  is  no  less  true 
of  the  physician's  admitting  a  patient  to  a  nursing  home  than  it  is  of 
the  physician's  admitting  a  patient  to  a  hospital. 

In  each  instance,  what  is  at  work  is  the  physician's  professional 
competence  and  integrity  and  in  no  wise  involves  that  of  the  health 
care  and/or  medical  care  facility. 

To  argue  otherwise  is  to  say  that  the  physician's  professional  com- 
petence and  integrity  are  schizoid ;  that  the  physician  is  a  Dr.  Jekyll 
in  relation  to  hospitals  and  a  Mr.  Hyde  in  relation  to  nursing  homes. 

In  short,  it  is  to  argue  that  the  physician  has  truly  neither  profes- 
sional competence  nor  professional  integrity.  We  do  not  concur  in 
such  an  argument.  To  the  contrary,  we  commend  and  stand  beholden 
to  the  competence  and  integrity  of  the  Nation's  medical  profession. 

In  summary,  then,  ANHA  asks  that  section  131,  as  found  on  page  71 
of  the  bill,  be  broadened  to  include  admission  to  a  nursing  home  as 
well  as  to  a  hospital. 

Turning  now  to  the  third  and  last  of  the  items  within  H.R.  5710 
to  which  the  American  Nursing  Home  Association  takes  exception; 
namely,  section  205,  here,  again  we  take  exception  not  because  of  what 
is  contained  therein  but  because  of  what  is  lacking  therein. 

However,  Mr.  Chairman,  it  appears  that  our  association  is  placed 
in  a  rather  precarious  position  in  our  statements  of  support  for  sec- 
tion 205 — that  is  to  say,  we  are  almost  damned  if  we  do  and  damned 
if  we  don't.  If  section  205  is  intended  to  give  States,  if  they  so  elect, 
Federal  matching  funds,  based  on  title  XIX  formulas,  for  titles  I,  X, 
XIV,  and  XVI  recipients  who  are  cared  for  in  nursing  homes — in 
other  words,  allow  a  continuation  of  the  much-needed  and  necessary 
long-term  nursing  home  care,  regardless  of  whether  we  are  willing 
to  admit  this  could  or  should  be  done  under  title  XIX  or  the  public 
assistance  titles — then  of  course  we  would  support  this  intention. 

However,  if  the  intention  of  section  205  is  to  allow  the  Department 
of  Health,  Education,  and  Welfare  broad  new  powers  to  determine 
various  and  as  yet  nondefined  "living  accommodations"  to  be  utilized 
instead  of  nursing  homes,  then  we  would  have  to  be  opposed. 

We  feel  that  the  problem  intended  to  be  alleviated  by  section  205, 
and  hence  the  need  for  section  205  itself,  could  both  be  voided  if  the 
Secretary  would  return  the  authority  to  the  States  to  determine  their 
own  standards  and  needs  based  on  their  resources  and  abilities. 

In  any  event,  it  is  our  present  belief  that  section  205  is  far  too 
ambiguous  and  should  be  amended  to  more  clearly  state  its  objectives. 
Towards  this  end  we  would  like  to  suggest  that  the  following  language 
be  substituted  in  place  of  the  present  highly  ambiguous  wording. 

Section  1119,  beginning  on  page  119,  line  19 — 

but  only  in  the  case  of  those  recipients  with  respect  to  whom  there  is  a  timely 
physician's  certification  of  need  of  special  living  arrangements  in  a  medical  care 
facility  licensed  by  the  appropriate  State  agency  and  that  if  such  arrangements 
are  not  furnished  to  such  recipients  in  appropriate  institutions  or  their  own 
homes  under  a  program  of  a  licensed  home  health  agency,  such  recipients  will 
require  care  in  nursing  homes. 

The  amendment  as  put  forth  would  require  that  payments  for 
such  patients,  even  though  made  according  to  the  formula  for  title 
XIX  payments,  would  be  money  payments  rather  than  vendor  pay- 
ments as  in  title  XIX,  itself. 
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As  you  know,  there  is  an  essential  difference  between  money  pay- 
ments and  vendor  payments.  The  former  are  payments  made  directly 
to  the  individual,  in  this  case,  the  patient,  while  vendor-  payments 
are  made  to  the  institution.  This  seemingly  innocent  difference  con- 
tains within  it  the  seeds  of  many  and  sometimes  heart-rending  diffi- 
culties to  the  patient,  to  the  institution,  and  to  the  Government  agency. 

The  overriding  principle  should  be  that  if  the  purpose  for  which 
the  money  was  allocated  be  realized;  that  if  the  Government  has  allo- 
cated these  sums  to  pay  for  health  care  and/or  medical  care  that  these 
moneys  be  so  utilized.  There  exists  two  potential  roadblocks  within 
the  money  payment  system  that  can  frustrate  this  principle.  These 
may  be  categorized  as  medical  and  social. 

The  first  of  these,  the  medical,  derives  from  the  inability  of  the 
patient  to  endorse  or  even  to  recognize  the  check  he  has  received.  Fre- 
quently, the  patient  is  unable  to  understand  that  he  has  an  obligation 
to  pay.  The  source  of  these  inabilities  are  often  due  to  a  variety  of 
medical  infirmities. 

The  second  of  these,  the  social,  is  even  more  tragic  and  reprehen- 
sible. It  derives  from  someone,  usually  a  member  of  the  patient's 
family  or  someone  else  armed  with  the  power  of  attorney,  who  will 
intercept  the  patient's  check,  convert  it  and  employ  the  money  for  his 
own  personal  use. 

Finally,  to  employ  a  money  payment  system  is  to  take  a  step  back- 
ward. Presently,  there  are  38  States  which  have  vendor  payments. 
This  was  the  result  of  a  long  and  arduous  struggle  on  part  of  the 
American  Nursing  Home  Association  and  others.  To  now  force  these 
States  to  return  to  money  payments  would  not  only  be  to  retrogress 
but  would,  in  fact,  represent  an  aborted  opportunity  to  place  all  States 
on  a  vendor  payment  basis. 

In  summary  then,  ANHA  endorses  the  provisions  of  section  205  but 
requests  that  the  committee  add  language  which  would  insure  that  the 
basis  for  payments  under  this  program  be  that  of  vendor  payments 
notwithstanding  anything  to  the  contrary  in  existing  law. 

I  would  like  now  to  address  some  remarks  to  the  problem  of  the 
increasing  shortage  of  nursing  personnel  to  staff  the  Nation's  hospi- 
tals, sanitoriums,  physicians'  officers,  research  laboratories,  home  health 
agencies,  and  nursing  homes. 

The  shortage  of  registered  nurses,  licensed  practical  nurses,  and 
nurses'  aids  is  particularly  acute  in  the  nursing  home  field  because,  we 
are  frank  to  admit,  care  of  the  aged,  chronically  ill  and,  in  many  cases, 
the  senile,  ranks  at  the  bottom  of  the  medical  profession's  glamor  jobs. 

One  facet  of  this  problem  was  revealed  in  a  Public  Health  Service 
study  by  the  National  Center  for  Health  Statistics,  series  12,  No.  6, 
conducted  in  1964  which  showed  that  the  median  age  of  UN's  and 
LPN's  in  nursing  homes  was  48.  In  other  words,  half  of  the  registered 
nurses  and  licensed  practical  nurses  were  48  years  of  age  or  older. 
This  survey  was  dramatic  evidence  of  the  fact  that  young  people  are 
not,  and  have  not,  been  entering  into  the  nursing  home  field. 

The  demand  for  nursing  personnel  of  all  types,  EN's,  LPN's  and 
NA's,  will  continue  to  rise  due  to  increased  staffing  requirements  on 
the  part  of  nursing  homes  qualifying  under  the  medicare  and  medic- 
aid programs,  the  increasing  utilization  of  hospitals  and  nursing 
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homes,  and  the  rapid  expansion  of  nursing  homes  to  meet  the  needs 
created  by  the  titles  XVIII  and  XIX  programs. 

The  nursing  personnel  shortage  is,  and  rightly  so,  a  matter  of  great 
concern  to  this  committee,  since  in  the  final  analysis  the  ability  of 
health  care  institutions  to  provide  the  services  pledged  under  these 
two  programs  depends  upon  their  ability  to  recruit  trained  personnel. 

Thus  it  behooves  this  committee  to  be  concerned  with  programs, 
both  in  and  out  of  Government,  which  discourage  young  people  from 
enrolling  in  hospital  schools  of  nursing  and  licensed  practical  nursing 
schools. 

Incredible  as  it  may  seem,  some  educators  and  at  least  one  major 
professional  organization  are  trying  to  eliminate  completely  the  pro- 
gram of  training  licensed  practical  nurses  at  a  time  when  the  need  for 
bedside  nursing  is  far  outstripping  the  supply  of  competent  personnel. 

Further,  it  is  imperative  that  this  committee  be  aware  that  there 
are  those  in  high  Government  posts  who  would  use  the  new  titles 
XVIII  and  XIX  programs  to  abolish  the  licensed  practical  nurse 
staffing  system  which  has  proved  equally  effective  in  hospitals,  sani- 
toriums,  and  nursing  homes  in  years  past — and,  by  this  device,  elimin- 
ate from  participation  in  either  the  medicare  or  medicaid  programs  a 
large  number  of  sorely  needed  nursing  home  beds. 

We  disagree  emphatically  with  those  who  would  eliminate  as  charge 
nurses  any  practical  nurse  who  is  not  a  graduate  of  a  State-approved 
school.  It  has  been  our  experience  in  the  nursing  home  field  that 
many  of  our  best  employees,  those  with  the  greatest  empathy  for  the 
aged  patient  and  with  the  most  experience  in  their  care,  are  not  gradu- 
ates of  State- approved  schools  primarily  because  their  age  and  ex- 
perience predates  the  major  development  of  these  schools. 

Possibly  as  many  as  half  the  licensed  practical  nurses  in  this  coun- 
try are  nongraduates.  Many  of  them  were  students  in  hospital  schools 
of  nursing  who,  for  one  reason  or  another,  were  unable  to  complete 
their  formal  education. 

These,  and  many  others,  have  however,  taken  hundreds  of  hours  of 
extension  courses  in  their  field  and  most  importantly,  have  passed  State 
licensing  examinations,  just  as  have  graduates  of  State- approved 
schools. 

It  is  this  requirement  for  charge  nurses  that  has  kept  many  otherwise 
fine  nursing  homes  from  seeking  to  become  certified  as  ECF's  for  carp 
of  medicare  beneficiaries. 

The  illegal,  and  wholly  unjustified,  attempt  by  HEW  officials  to 
require  all  homes  caring  for  title  XIX  patients  to  meet  these  same 
standards  of  staffing  would  eliminate  thousands  of  homes  from  this 
program. 

Literally  tens  of  thousands  of  your  constituents,  now  receiving 
excellent  care  in  these  same  homes  under  existing  Federal- State  pro- 
grams, will  thus  be  deprived  of  the  care  to  which  they  are  entitled, 
or  will  have  to  be  resettled  in  other  facilities,  perhaps  hundreds  of 
miles  from  their  home  communities  and  relatives. 

In  concluding  my  remarks  on  the  nursing  personnel  shortage,  I 
suggest  that  this  committee  should  exert  its  influence  to  create  massive 
training  programs  to  produce  more  registered  nurses,  licensed  prac- 
tical nurses,  and  nurses  aids,  and  to  help  establish  special  inservice 
training  programs  for  those  already  in  these  fields. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


817 


The  urgency  of  this  situation  cannot  be  overstated,  for  available 
information  clearly  indicates  that  by  1975 — a  scant  8  years  from 
now — the  number  of  nursing  h<*me  beds  will  more  than  double,  cre- 
ating a  demand  for  these  skills  far  beyond  that  which  can  reasonably 
be  met  under  existing  programs;  as  indeed  it  is  doubtful  it  can  be 
met  at  .present. 

Mr.  Chairman  and  members  of  this  committee,  I  wish  to  thank  you 
personally  and  on  behalf  of  the  6,650  members  of  the  American  Nurs- 
ing Home  Association  for  affording  to  us  the  opportunity  to  appear 
and  be  heard  before  you  this  morning.  We  will  attempt  to  answer 
any  questions  which  you  might  want  to  put  to  us. 

Thank  you  once  more. 

The  Chairman.  Thank  you,  Mr.  Morris,  and  without  objection  the 
supplementary  and  summary  statement  appended  to  your  main  state- 
ment will  be  included  in  the  record  at  this  point. 

(The  information  referred  to  follows:) 

Peofile:  Nubsing  Homes,  1967 

(Prepared  by  the  American  Nursing  Home  Association,  Washington,  D.C. ;  for 
the  Committee  on  Ways  and  Means,  House  of  Representatives) 

INTRODUCTION 

It  is  no  secret  to  the  Members  of  this  Committee  that  nursing  homes  have 
emerged  from  the  shadows  of  the  health  care  field  during  the  past  decade.  The 
sordid,  shameful  fact  is  that  society,  for  too  many  years,  had  turned  its  back 
on  the  aging  and  the  elderly  in  its  midst.  Where  once,  in  centuries  past,  the 
aged  and  infirm  were  revered  and  honored,  they  suddenly  had  become  a  burden 
and  a  liability. 

There  are  many  in  the  nursing  home  field  today  who  assumed  this  burden  and 
this  liability  many  years  ago  and  who,  over  the  years,  have  raised  anguished 
voices  in  behalf  of  those  in  their  care. 

Nursing  home  leaders  have  fought  for  community,  state  and  federal  recognition 
of  the  problems  of  our  patients.  We  have  fought  for  improved  standards  and 
licensing  of  facilities  caring  for  the  elderly.  We  have  fought  for  increased  state 
and  federal  appropriations  to  enable  us  to  provide  better  care.  We  have  created 
an  organization,  the  American  Nursing  Home  Association,  to  provide  a  sounding 
board  for  our  policies  and  programs  designed  to  improve  the  level  of  care  in 
nursing  homes  and  to  win  recognition  for  our  informed  views  at  the  council 
tables  with  other  medical  and  paramedical  professions. 

The  dramatic  changes  which  have  occurred  in  the  nursing  home  field  in  recent 
years  in  part  can  be  traced  to  our  efforts,  but  even  more  so  to  the  work  of  an 
enlightened  Congress  which  adopted  and  continually  improved  the  Kerr-Mills 
Medical  Assistance  to  the  Aged  program  and  its  successor  legislation,  Titles 
XVIII  and  XIX  as  developed  in  the  Social  Security  Amendments  of  1965. 

To  the  disinterested  observer  it  might  appear  conclusively,  that  all  the  battles 
have  been  won,  the  victory  sealed  and  that  we,  in  the  nursing  home  profession, 
might  now  devote  our  full  energy  and  resources  to  the  prime  mission — providing 
the  best  care  possible  to  the  Nation's  aging  and  elderly  citizens.  There  is  a 
tendency  on  the  part  of  some  in  the  high  echelons  of  government  to  say :  "We 
have  provided  the  program  and  the  regulations  .  .  .  now  go  about  your  work  and 
get  your  job  done." 

The  truth  is  that  the  fine  work  done  by  this  Committee,  and  its  predecessor 
committees  on  both  sides  of  Congress,  in  shaping  the  Title  XVIII  Medicare  pro- 
gram and  the  Title  XIX  medical  assistance  program  is  in  danger  of  falling  down 
about  our  ears  like  a  house  of  cards— partly  because  the  INFORMED  views  of 
those  of  us  who  have  been  on  the  firing  line  in  the  nursing  home  field  for  many 
years  are  being  ignored  by  administrative  agencies— and  partly  because  those 
responsible  for  administering  these  two  fine  programs  refuse  to  face  the  realities 
of  life  in  our  free  enterprise  system. 

This  "Profile:  Nursing  Homes,  1967,"  has  been  prepared  to  put  in  proper 
perspective  the  nursing  home  field,  its  progress,  its  weaknesses,  its  problems.  It 
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is  designed  to  tell  you  something  about  this  field,  the  facilities,  the  patients,  the 
personnel.  We  trust  that  it  will  help  explain  to  you  our  positions  on  legislation 
you  are  considering  which  will  dramatically  influence  the  future  of  the  nursing 
home  profession  whose  potential  in  the  total  health  care  picture  of  the  Nation 
has  barely  been  tapped. 

AMERICAN    NURSING   HOME  ASSOCIATION 

In  its  18th  year,  the  Association  has  a  membership  of  _some  6,650  nursing 
home  facilities  representing  nearly  300,000  patient  beds.  It  is  a  non-profit  or- 
ganization which  provides  educational,  informational,  research  and  legislative 
services  to  its  member  homes  which  include  both  proprietary  and  non-proprietary 
facilities  in  49  of  the  50  states  and  Canada.  Its  offices  are  located  at  1101  Seven- 
teenth Street,  N.W.,  Washington,  D.C.  20036. 

NURSING  HOMES 

Licensed  nursing  homes  in  this  country  numbered  13,685  with  a  bed  capacity 
of  576,586,  according  to  state  licensing  agencies  surveyed  by  ANHA  as  of  Janu- 
ary 1,  1966.  In  addition,  the  Public  Health  Service  reported  that  in  mid-1965, 
there  were  an  additional  6,000  related  facilities  providing  personal  care  with  or 
without  some  nursing  services  with  a  bed  capacity  of  about  235,000. 

Of  the  nursing  home  bed  capacity,  the  ANHA  Survey  indicated  some  300,000 
had  been  built  between  mid-1961  and  mid-1965.  An  estimated  60,000  beds  were 
opened  in  new  facilities  in  1965  and  another  70,000  were  reported  scheduled  for 
opening  in  1966.  Just  what  effect  the  tight  money  market  and  the  confusion 
over  Medicare  reimbursement  has  had  on  construction  the  last  few  months  has 
not  been  determined. 

The  300,000  new  beds  added  during  the  five  year  period  represented  a  capital 
expenditure  conservatively  estimated  at  $1.5  billion  with  most  coming  from  the 
private  sector  of  the  economy.  During  the  same  period,  Federal  Hill-Burton  funds 
totaled  $102.3  million  of  the  $291.9  million  spent  to  provide  only  22,699  beds  in 
400  Hill-Burton  non-profit  homes. 

This  tremendous  building  boom  not  only  has  reflected  the  changing  nursing 
home  picture  but  has  influenced  the  change. 

Whereas  in  1954,  the  average  size  nursing  home  was  25  beds,  by  1961  it  had 
become  31  and  in  1966  it  was  42.  New  homes  built  in  1965  averaged  58.1  beds 
and  those  reported  under  construction  in  1966  were  65.3  beds  on  the  average. 

With  the  increased  size  has  come  improved  overall  professional  staffing,  im- 
proved services  in  the  fields  of  rehabilitation,  restoration,  recreation  and  occupa- 
tional therapy,  as  well  as  improved  nursing  care. 

The  Public  Health  Service  reports  that  87  per  cent  of  the  nursing  homes  in 
the  country  and  about  three-fourths  of  the  beds  are  privately  owned.  Five  per 
cent  are  church  owned,  three  per  cent  owned  by  other  non-profit  organizations 
and  5  per  cent  by  government. 

PATIENTS 

Eighty-eight  per  cent  of  the  patients  in  nursing  and  personal  care  homes  (ac- 
cording to  a  1963  PHS  study)  are  65  and  over,  and  70  per  cent  are  75  and  over. 
The  average  age  is  77.6.  Women  patients  outnumber  men  by  almost  two  to  one. 

But  age  is  not  the  full  story. 

A  major  1963  survey  by  the  PHS  of  those  in  nursing  homes  and  related  facili- 
ties showed  that  48  percent  could  not  walk  without  assistance  and  one  in  four  was 
unable  to  walk  at  all.  Half  of  them  were  confused  all  or  most  of  the  time,  19 
percent  were  totally  incontinent  and  17  percent  were  usually  bed  ridden. 

About  one-third  of  the  patients  studied  by  PHS  in  1963  had  been  in  the  home 
less  than  one  year.  The  average  length  of  stay  was  2.5  years  in  nursing  care 
homes  and  three  years  when  both  nursing  care  and  related  facilities  were  con- 
sidered together.  The  average  length  of  stay  was  shorter  in  proprietary  facilities 
than  in  non-profit  or  governmental  facilities. 

PERSONNEL 

The  Public  Health  Service  survey  of  1964  showed  that  some  299,000  persons 
were  employed  in  nursing  homes  and  related  facilities,  and  that  of  this  number, 
281,000  worked  15  or  more  hours  a  week. 
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More  than  half  were  nursing  personnel  including  17,400  registered  nurses, 
20,500  licensed  practical  nurses  and  113,800  nurse's  aides.  About  one-third  of 
20,700  administrators  also  were  reported  to  be  either  registered  nurses  or  licensed 
practical  nurses. 

Nine  out  of  10  of  the  employees  were  women  and  half  were  48  years  or  older. 
In  nursing  care  homes  the  ratio  of  patients  to  RNs  was  26  to  1;  the  ratio  of 
LPNs  was  21  to  1  and  there  was  one  aide  for  every  four  patients.  The  nursing 
and  professional  staff  accounted  for  66.2  percent  of  the  employees  in  nursing 
care  homes. 

While  there  was  little  difference  between  the  ratio  of  residents  to  RNs  between 
proprietary  (32),  non-profit  (40)  and  government  (34),  the  significance  was  more 
pronounced  with  LPNs  where  the  ratios  were  22  for  proprietary,  37  and  38  for 
non-profit  and  government  respectively,  and  4,  8  and  5  in  that  order  for  aides. 

The  shortage  of  nursing  personnel  is  a  major  problem  for  nursing  homes  as 
it  is  for  other  health  care  facilities.  It  is  estimated  that  the  annual  turnover  rate 
for  nurses  in  the  health  industry  is  60  percent ;  70  percent  for  nurse's  aides  and 
more  than  33  percent  for  licensed  practical  nurses.  Nevertheless,  a  PHS  survey 
of  1964  showed  that  nursing  homes  had  RNs  with  a  median  of  10.6  years  experi- 
ence and  LPNs  with  a  median  of  8  years  experience. 

PUBLIC  ASSISTANCE 

Between  50  and  60  percent  of  the  patients  in  nursing  homes  received  some  form 
of  public  assistance.  Nearly  a  half  billion  dollars  is  spent  providing  nursing  home 
care  for  the  needy  and  the  medically  indigent.  Under  vendor  payments  alone  in 
38  states,  $133,564,000  was  spent  in  fiscal  1965  to  care  for  169,000  persons.  During 
the  same  year,  $266,784,000  was  spent  for  the  care  of  173,000  patients  under  MAA 
programs  in  31  states  with  the  bulk  being  in  California  (36,300),  Massachusetts 
(24,300),  and  New  York  (28,300).  An  additional  $2.8  million  was  spent  under  the 
aid  to  the  blind  program  and  for  2,600  patients  and  $42.6  million  for  the  care  of 
33,400  under  the  Aid  to  the  Permanently  and  Totally  Disabled. 

A  1964  PHS  study  showed  that  proprietary  nursing  care  homes  had  54  percent 
of  their  patients  on  public  assistance.  Voluntary  homes  had  40.4  percent  and 
Government-owned  homes  61.5  percent. 

Welfare  rates,  on  the  whole  are  totally  inadequate  to  insure  quality  care. 
One-half  the  states,  according  to  a  January  1,  1966  survey  of  state  agencies  by 
the  American  Nursing  Home  Association,  paid  an  average  of  less  than  $5  a  day 
for  nursing  home  care.  Three  states  paid  less  than  $100  a  month  for  maximum 
oare.  One-half  of  the  states  were  paying  less  than  $7  a  day  for  maximum  care 
and  only  six  states  were  paying  $10  a  day  or  more.  (According  to  an  unpublished 
report  circulated  during  discussions  of  the  Title  XIX  regulations  in  1966,  esti- 
mates of  nursing  home  costs  under  Medicare  were  running  from  $15  to  $25 
a  day). 

These  welfare  rates  affect  the  overall  quality  of  care  in  nursing  homes 
across  the  country.  Many  excellent  homes  do  not  care  for  any  welfare  patients. 
In  other  quality  homes  that  do  accept  welfare  patients,  private  paying  patients 
have  been  subsidizing  their  care.  Eighteen  states  have  allowed  supplementation 
by  relatives  or  other  community  agencies  to  make  up  for  inadequate  welfare 
rates. 

It  is  obvious  that  inadequate  welfare  rates  have  played  a  major  role  in  hold- 
ing down  adequate  staffing  patterns  of  nursing  homes  and  related  facilities 
in  many  areas. 

In  some  states,  public  officials  reportedly  have  overlooked  failures  of  some 
homes  (particularly  those  carrying  heavy  welfare  patient  loads)  to  meet  all 
state  licensing  standards.  In  other  states,  where  no  vendor  payments  are  al- 
lowed and  the  aged  on  public  assistance  must  purchase  their  care  through  their 
welfare  checks,  "bootleg"  unlicensed  homes  have  flourished.  The  ANHA  and 
its  member  state  associations  have  sought  to  obtain  payments  that  would  bring 
about  improved  standards  and  enforcement  of  these  standards  in  all  areas. 

MEDICARE 

As  of  February  23,  1967,  the  Social  Security  Administration  reported  that  3,374 
facilities  had  been  certified  as  Extended  Care  Facilities  to  provide  for  care  of 
Medicare  beneficiaries. 
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Skilled  nursing  homes  accounted  for  2,597,  or  77  per  cent  of  these  facilities. 
Extended  care  units  in  hospitals  accounted  for  14.5  per  cent  or  488;  and  there 
were  289  units  certified  in  other  health  care  facilities. 

Skilled  nursing  homes  produced  81  per  cent  or  199,404  of  the  245,650  beds 
certified.  Hospital  units  represented  27,054,  or  11  per  cent  and  other  facilities, 
19,192  or  8  per  cent. 

Many  good  nusing  homes  have  not  qualified  for  the  Medicare  program  by 
their  own  choice,  primarily  because  of  the  inadequacy  of  the  Medicare  re- 
imbursement formula  which  provides  for  reimbursement  of  allowable  costs  (and 
many  costs  are  not  allowed)  plus  1.5  percent  for  immeasurable  costs  and  about 
7.5  per  cent  on  the  owner's  equity. 

This  formula  will  not  produce  the  return  that  makes  investment  in  a  nursing 
home  attractive  for  private  captial.  The  formula  also  makes  is  difficult  for  both 
private  facilities  and  non-profit  facilities  built  without  public  funds  to  meet 
their  mortgage  payments  and  to  put  aside  funds  for  improvement  of  their  equip- 
ment and  programs. 

The  proposal  to  require  funding  of  allowances  for  depreciation  will  worsen 
the  situation  and  drive  more  homes  out  of  the  Medicare  program.  The  proposal 
to  make  every  facility,  whether  publicly  or  privately  financed,  subservient  to 
area  health  planning  council  ideas  on  construction  and  improvement  of  nursing 
homes  if  they  are  allowed  depreciation  as  a  cost  factor  in  either  Title  XIX  or 
Title  XVIII  would  mean  the  ultimate  death  of  the  free-standing  nursing  home 
and  will  return  the  country  to  a  1970  version  of  the  despicable  county  poor  farm 
or  alms  house  of  the  early  20th  and  late  19th  centuries. 

Recently  a  study  of  patients  who  had  been  admitted  to  a  nursing  home  from  a 
hospital  (under  conditions  similar  to  Medicare)  was  made  by  ANHA  in  co- 
operation with  Mutual  of  Omaha.  The  study  covered  3,793  cases  in  160  nursing 
homes. 

One  conclusion:  The  average  patients  will  have  to  stay  in  a  nursing  home 
longer  than  the  maximum  100  days  provided  for  in  the  Medicare  program. 

Broken  down  into  seven  major  groups,  the  study  produced  these  results: 
Stroke  patients  accounted  for  30.5  percent  of  the  cases  with  an  average  stay 
of  127.7  days ;  Heart  disease  accounted  for  27.9  percent  with  an  average  stay  of 
117.1  days;  fractures,  14.9  percent  and  an  average  stay  of  133.6  days;  cancer, 
11.7  percent  and  an  average  stay  of  83.2  days;  mental,  5.9  percent  with  an 
average  stay  of  136.8  days ;  diabetes,  5.5  percent  with  an  average  stay  of  127.4 
days ;  and  arthritis,  3.6  percent  and  167.1  days  average  stay. 

While  seven  out  of  10  cancer  patients  died  in  the  home,  the  death  rate  was 
high  for  the  study  with  45.9  percent  dying  in  the  home. 

For  the  one-third  who  used  the  nursing  homes  as  a  "halfway  house"  between 
acute  hospitalization  and  return  to  their  own  residences,  the  average  stay  was 
78.5  days.  The  range  for  this  group  was  100.7  days  for  cancer  patients  to  a 
low  of  60.9  days  for  diabetes  patients.  Half  the  patients  were  over  75  but  no 
definite  link  was  found  between  age  and  length  of  stay. 

The  study  also  would  indicate  that  the  requirement  for  utilization  review  at 
the  end  of  14  days  and  again  30  days  later  may  be  too  stringent  and  an  un- 
necessary cost  since  the  shortest  average  length  of  stay  was  61  days  for  diabetes 
patients  and  62  days  for  heart  patients. 

GENERAL  CONCLUSIONS 

Nursing  homes,  through  expansion  of  programs  for  restoration  and  rehabili- 
tation, offer  an  opportunity  for  the  Nation  to  hold  down  institutional  health  care 
costs  by  providing  a  facility  for  greater  use  of  convalescence  after  hospital- 
ization. 

Private  capital  has  been  and  is  available  for  financing  of  nursing  homes  and 
has  succeeded  in  eliminating  many  of  the  obsolete  and  unsafe  converted  struc- 
tures that  marked  the  beginnings  of  the  nursing  home  institution.  More  than  half 
of  the  beds  now  in  existence  have  been  built  since  1961  and  there  was  also  a 
great  deal  of  construction  in  the  late  1950s.  Today's  nursing  homes  are  designed 
specifically  for  care  of  the  aged,  the  chronically  ill  and  the  convalescent  and 
their  programs  have  developed  to  implement  these  designs. 

With  increased  standards  and  increased  staffing  requirements  must  come 
increased  payments  for  care.  As  long  as  there  is  a  dependency  on  state  funds, 
the  wishes  of  the  states  and  their  elected  officials,  who  must  appropriate  funds 
for  patient  care,  will  in  a  large  degree  control  the  quality  of  care. 
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Summary  of  Statement  of  Stephen  J.  Morris,  American  Nursing  Home 

Association 

The  American  Nursing  Home  Association  takes  exception  to  the  following 
in  H.R.  5710 : 

(1)  Section  129,  part  3,  Depreciation  Allowance  for  Purpose  of  Determin- 
ing Reasonable  Cost,  p.p.  57-62  of  the  Bill. 

(2)  Section  131,  Part  C,  Elimination  of  Requirement  of  Physician  Certi- 
fication in  the  Case  of  Inpatient  Hospital  Services  at  Time  Individual 
Becomes  an  In-Patient,  p.p.  71-72  of  the  Bill. 

(3)  Section  205,  Title  II,  Public  Welfare  Amendments,  Disregarding 
Maximum  Expenditures  in  Determining  Amounts  of  Federal  Payments  In 
Certain  Cases,  p.p.  118-120  of  the  Bill. 

In  addition  to  the  above,  certain  remarks  in  relation  to  the  shortage  of  nursing 
personnel. 

Position:  The  American  Nursing  Home  Association  takes  exception  to  includ- 
ing nursing  homes  that  are  of  a  non-governmental  character  and  whose  coming 
into  existence  was  not  nor  is  not  owed  to  public  monies  under  the  requirements 
of  Section  129. 

Reasons: 

(1)  Such  a  requirement  would  have  the  effect  of  depriving  the  proprietor 
of  his  own  capital. 

(2)  Nursing  Homes  do  not  now  utilize  and  therefore  do  not  compete  for 
costly  but  highly  specialized  equipment. 

(3)  The  solution  to  the  problem  of  scarce  health  personnel,  primarily 
nurses,  for  which  nursing  homes  do  compete  is  not  to  be  found  in  the  man- 
datory funding  of  depreciation. 

Position:  The  American  Nursing  Home  Association  objects  to  mandatory  area- 
wide  planning  made  subject  to  a  State  Agency  and  oriented  towards  the  needs 
of  a  region  embracing  several  states  as  envisioned  in  Section  129,  pp  60-61  of 
the  Bill. 

Reasons: 

(1)  This  is  a  departure  from  area  wide  planning  as  presently  exists, 
namely,  planning  that  is  voluntary,  community-staffed  and  community- 
oriented. 

(2)  This  concept  of  planning  does  away  with  the  autonomy  of  a  State  and 
renders  the  State  subordinate  to  the  region. 

(3)  This  concept  of  planning  will  eventually  and  rapidly  lead  to  control 
of  planning  by  the  Regional  HEW  headquarters. 

Position:  The  American  Nursing  Home  Association  asks  that  Section  131,  as 
found  on  page  71  of  the  Bill,  be  broadened  to  include  admission  to  a  nursing 
home  as  well  as  to  a  hospital. 

Reason:  Whether  a  patient  be  admitted  to  a  hospital  or  to  a  nursing  home, 
in  each  instance  what  is  at  work  is  the  physician's  professional  competence  and 
integrity  and  in  no  manner  involves  that  of  the  health-care  and/or  medical  care 
facility. 

The  fact  that  a  physician  has  a  patient  admitted  to  a  facility  is  sufficient  evi- 
dence of  the  patient's  need  for  the  services  of  that  facility. 

Position:  The  American  Nursing  Home  Association  endorses  the  provisions 
of  Section  205  but  requests  that  the  Committee  add  language  which  would  insure 
that  the  basis  for  payments  under  this  program  be  that  of  vendor  payments  not- 
withstanding anything  to  the  contrary  in  existing  law. 

Reasons: 

(1)  The  overriding  principle  is  that  the  purpose  be  realized  for  which 
money  has  been  allocated ;  that  if  the  government  has  allocated  sums  to  pay 
for  health-care  and/or  medical  care  that  these  monies  be  so  utilized. 

There  exists  two  potential  road-blocks  within  the  money  payment  system 
that  can  frustrate  the  above  principle.  These  may  be  categorized  as  medical 
and  social : 

Medical:  The  frequent  inability  of  the  patient  to  endorse  or  even  to 
recognize  the  check  he  has  received.  Frequently  the  patient  is  unable 
to  understand  that  he  has  an  obligation  to  pay.  The  source  of  these 
inabilities  are  often  a  variety  of  medical  infirmities. 

Social:  Someone — usually  a  member  of  the  patient's  family  or  some- 
one else  armed  with  the  power  of  attorney — who  will  intercept  the  pa- 
tient's check,  convert  it  and  employ  the  money  for  his  own  personal  use. 
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(2)  To  employ  a  money  payment  system  is  to  take  a  step  backwards. 
Presently,  there  are  38  states  which  have  vendor  payments.  This  was  the 
result  of  a  long  and  arduous  struggle  on  part  of  ANHA  and  others.  To  now 
force  these  States  to  return  to  money  payments  would  not  only  be  to  ret- 
rogress but  would,  in  fact,  represent  an  aborted  opportunity  to  place  all 
States  on  a  vendor  payment  basis. 

The  Chairman.  Mr.  Pickens. 

Mr.  Pickens.  Mr.  Chairman,  Mr.  Marvin  Smith  is  here  and  his 
statement  has  been  distributed.  If  you  feel  in  the  interest  of  time  you 
would  rather  have  him  give  his  statement  prior  to  questions,  fine,  what- 
ever your  pleasure. 

The  Chairman.  Mr.  Pickens,  we  have  been  an  hour  and  15  minutes. 
How  many  more  do  you  have  on  behalf  of  the  American  Nursing  Home 
Association  to  testify  ? 

Mr.  Pickens.  We  have  one  witness  that  hasn't  arrived  yet.  Mr. 
Marvin  Smith's  statement  is  only  about  four  pages. 

The  Chairman.  Why  don't  we  proceed  in  the  order  you  want  to,  but 
let's  do  it  as  rapidly  as  we  can,  if  you  will,  gentlemen. 

Mr.  Pickens.  All  right.  Mr.  Marvin  Smith. 

The  Chairman.  If  you  omit  parts  of  your  statement,  do  so  with 
the  knowledge  that  the  full  statement  will  be  included  in  the  record. 
Be  sure  you  give  us  your  pertinent  points  so  we  will  know  what  they 
are. 

STATEMENT  OF  MARVIN  SMITH  ON  BEHALF  OF  THE  AMERICAN 
NURSING  HOME  ASSOCIATION 

Mr.  Smith.  Mr.  Chairman,  I  am  Marvin  Smith,  a  certified  public 
accountant  from  Denver,  Colo.  I  appear  here  today  in  behalf  of  the 
American  Nursing  Home  Association  in  my  capacity  as  a  member  of 
the  professional  consultation  staff  of  the  American  Nursing  Home 
Association. 

For  the  period  July  1,  1964,  to  June  30,  1965,  I  was  a  member  of 
the  consultation  staff  of  the  Department  of  Health,  Education,  and 
Welfare  in  the  nursing  home  branch.  For  a  short  period  prior  to  that 
time,  I  aided  the  Department  of  Health,  Education,  and  Welfare  on 
accounting  problems  which  the  nursing  home  area  of  the  Department 
was  at  that  time  emphasizing. 

I  am  here  today  to  testify  concerning  an  important  accounting  aspect 
in  connection  with  the  present  reimbursement  formula  and  the  pro- 
posed original  Miller  amendment,  and  in  the  proposed  H.E.  5710 
which  deals  with  funding  of  depreciation. 

Under  the  present  law,  funding  of  depreciation  is  not  required,  and 
if  funding  is  voluntary,  the  interest  income  thereon  is  not  a  reduction 
of  allowable  expense. 

However,  the  potential  interest  income  on  the  funded  moneys  will 
not  justify  the  restriction  on  working  capital  of  the  facility  and  will 
necessitate  increased  borrowing  to  compensate  for  working  capital 
shortage. 

If  we  presume  the  facility  is  unable  to  acquire  additional  funds  for 
working  capital  purpose,  the  facility  will  be  compelled  to  lower  ex- 
penses by  restricting  services  to  a  minimum.  This  will  lead  to  one 
of  two  courses :  (1)  Going  out  of  business  or  being  forced  out  through 
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something  similar  to  bankruptcy,  or  (2)  lowering  standards  to  a  point 
of  not  being  qualified  to  participate  in  the  program. 

Let  us  presume,  on  the  other  hand,  that  the  facility  is  able  to  ac- 
quire, through  borrowing,  additional  funds  for  working  capital.  The 
interest  paid  on  these  borrowings  will  be  an  allowable  cost,  subject  to 
reimbursement.  We,  therefore,  have  on  one  side  the  restricted  funds 
earning  interest  which  is  not  a  reduction  of  allowable  costs,  and  on 
the  other  side  we  have  necessary  borrowings  and  the  interest  cost 
thereon  is  an  allowable  cost.  This  defeats  the  objective  of  maintain- 
ing "reasonable  costs"  at  a  minimum. 

We  must  not  overlook  an  important  facet  of  proprietary  nursing 
homes.  Admittedly,  depreciation  is  a  noncash  expenditure  and  is 
reimbursable  cost  under  the  medicare  program.  The  mortgage  pay- 
ments, or  other  long-term  obligation  payments,  are  not  considered 
costs ;  rather  these  are  a  reduction  of  liabilities  and  the  funds  to  make 
these  payments  must  come  from  noncash  expenditures  and  from  profits. 
Very  seldom  will  profits  alone  be  adequate  to  pay  for  long-term  indebt- 
edness and  to  pay  for  income  taxes  on  the  profits. 

Funded  depreciation  requires  the  operating  entity  to  be  one  whose 
life  is  not  limited  by  its  owner's  life  expectancy.  A  change  of  owner- 
ship would  require  the  new  owner  to  have  enough  cash  to  purchase  the 
facility  and  its  cash  depreciation  fund.  Where  new  investors  must 
also  purchase  a  large  amount  of  cash  in  the  depreciation  fund,  this 
alone  will  discourage  the  potential  investment. 

Investors  will  play  an  important  part  in  the  program  if  services  are 
to  be  provided  to  all  who  require  extended  care.  Additional  restric- 
tions on  moneys  generated  by  an  extended  care  facility  will  discourage 
anyone  contemplating  the  acquisition  of  or  construction  of  such  a 
facility. 

I  would  like  to  discuss  the  present  reimbursement  formula.  There 
apparently  has  been  much  said  about  the  7%-percent  factor  on  net 
equity.  I  firmly  believe  that  unless  a  careful  study  of  the  meaning  of 
this  formula  is  made,  many  are  led  to  believe  that  the  facility  is  guar- 
anteed a  fair  return  on  the  investment. 

Actually,  this  percentage  is  prorated  by  the  number  of  medicare 
patients. 

In  other  words,  if  the  facility  has  20-percent  medicare  patients  the 
rate  of  return  is  20  percent  of  7y2  percent  or  1%  percent  of  net  equity. 
I  would  like  to  recommend  that  a  more  realistic  formula  be  devised  to 
compensate  those  facilities  who,  because  of  various  financial  circum- 
stances such  as  leased  facilities  or  high  debt  ratio  and  low  net  equity, 
are  more  adequately  compensated  for  the  risk  factor  inherent  in  this 
type  of  business. 

As  regard  the  reimbursement  portion  of  V/2  percent  over  cost,  this, 
too,  is  an  area  in  need  of  a  more  realistic  formula.  It  is  important  that 
we  are  cognizant  that  this  percentage  also  is  prorated  to  the  number 
of  medicare  patients.  This  could  bring  the  percentage  figure  to  almost 
a  negligible  amount.  With  all  the  potential  areas  of  cost  which  could 
be  argumentative  as  to  whether  they  are  or  are  not  "allowable  costs" 
there  is  a  minimal  amount  of  difference  between  a  break-even  point  and 
a  loss. 

Attached  to  and  made  a  part  of  this  report  is  a  schedule  showing  re- 
imbursements under  the  original  HEW  formula  and  the  substitute 
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Miller  bill  which  was  adopted  by  the  Senate  and  House.  Under  the 
present  Miller  bill  a  facility  with  a  $320,000  investment  and  20  percent 
medicare  patients  will  make  an  annual  profit  based  on  net  equity  of 
$1,322  or  $110  per  month. 

Under  the  original  Miller  bill  the  same  facility  with  20  percent  medi- 
care patients  would  have  earned  $4,800  or  $400  per  month.  The  origi- 
nal Miller  bill  should  be  considered  as  a  more  equitable  approach  to  a 
reimbursement  formula  as  it  embodies  different  types  of  facilities,  that 
is  to  say,  leased  properties  as  related  to  owned  properties  and  places 
all  in  the  same  unbiased  category. 

Thank  you. 

The  Chairman.  Mr.  Smith,  the  material  appended  to  your  state- 
ment will  also  be  made  a  part  of  the  record  at  this  point,  without 
objection. 

(The  information  referred  to  follows :) 

Comparison  of :  I.  Original  HEW  Formula;  with  II.  Substitute  Formula;  with 
III.  Original  Miller  Bill. 

Any  Nursing  Home 


Schedule  of  allowance  in  lieu  of  unrecognizable  costs  based  upon  allowable  cost  factors 


Nursing 
home  A 

Nursing 
home  B 

Nursing 
home  C 

Nursing 
home  D 

Total  cost  of  services  performed  

Interest  included  in  costs  

$150, 000 

$90,000 

$350,000 

$350,000 

9,000 
141,000 

2,000 
88,000 

24,000 
326,000 

30,000 
320,000 

Allowable  costs  

/.  Present  formulas — (2  percent  allowance  limited  by  43A  percent  interest  {whichever 
is  lesser)  under  principle  1-11) 

Nursing 
home  A 

Nursing 
home  B 

Nursing 
home  C 

Nursing 
home  D 

A  4%-percent  interest  factor  on  net  investment 
in  plant  property  (i.e.  land,  building,  and 
equipment,  line  5  less  the  combination  of 
lines  7  and  11)  equals  

$2,375.00 

356.25 
475.00 
593. 75 
712. 50 

$665.00 

99. 75 
133.00 
166.25 
199. 50 

$9,500 

978 
1 1,304 
1 1,630 
1 1,956 

$4, 750.00 

712.50 
950.00 
1, 187. 50 
1, 425.00 

If  the  nursing  home  has  medicare  patients  of: 
15  percent— Its  reimbursement  would  be. 
20  percent— Its  reimbursement  would  be. 
25  percent — Its  reimbursement  would  be. __ 
30  percent — Its  reimbursement  would  be_ 

1  The  4%  percent  interest  factor  in  this  one  instance  is  limited  by  the  2  percent  allowance  since  the  interest 
is  more. 

77.  Substitute  Miller  bill  as  adopted  by  Senate  and  House 

Nursing 
home  A 

Nursing 
home  B 

Nursing 
home  C 

Nursing 
home  D 

1.  7H  percent  net  equity  (including  working 

capital,  etc.)   .     

2.  V/z  percent  costs    

$4, 500 
2,115 

$1, 500 
1,320 

$17, 250 
4,890 

$9, 750 
4,800 

Total  

6,615 

992 
1,322 
1, 653 
1,983 

2, 820 

378 
564 
660 
846 

22, 140 

3,321 
4, 428 

5,  535 

6,  642 

14, 550 

2, 183 
2,910 
3,638 
4.365 

If  the  nursing  home  has  medicare  patients  of— 

15  percent,  its  reimbursement  would  be  

20  percent,  its  reimbursement  would  be  

25  percent,  its  reimbursement  would  be  

30  percent,  its  reimbursement  would  be  
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III.  Original  Miller  bill 


Nursing 
home  A 

Nursing 
home  B 

Nursing 
home  C 

Nursing 
home  D 

iVi  percen  t  fair  market  value  •           -  -  -  - 

If  the  nursing  home  has  medicare  patients  of— 

15  percent,  its  reimbursement  would  be  

20  percent,  its  reimbursement  would  be  

25  percent,  its  reimbursement  would  be  

30  percent,  its  reimbursement  would  be  

$320,000 

3,600 
4,800 
6,000 
7,200 

$140,  000 

1,500 
2,000 
2,500 
3,000 

$860, 000 

i  9,675 
12,900 

,  16, 125 
19, 350 

$860,000 

9,675 
12,900 
16, 125 
19,350 

i  Using  total  assets  at  cost  as  fair  market  value. 


Table  below  used  in  computing  percentage  allowance  on  invested  capital  and  percentage 
allowance  on  net  investment  in  plant  property 


Nursing 
home  A 

Nursing 
home  B 

Nursing 
home  C 

Nursing 
home  D 

ASSETS 

Cash    

$10,000 
8,000 

2,000 
300,000 

$3,000 
6,000 

1,000 
130,000 

$35,000 
18,000 

7,000 
800,000 

$35,000 
18,000 

7,000 
800,000 

Receivable  (collectible)   

Other  assets  (i.e.,  utility  deposits,  prepaid  expenses, 
etc.)   

Cost  of  land,  building,  and  equipment  

Total  assets  at  cost   

Less  depreciation  on  building  and  equipment   

Net  assets  at  book  value   

LIABILITIES 

Accounts  payable  and  other  current  liabilities  (i.e.,  pay- 
roll taxes,  accrued  wages,  etc.)  

320,000 
100,000 

140,000 
80,000 

860,000 
200,000 

860,000 
200,000 

220,000 

60,000 

660,000 

660.000 

10,000 
150,000 

4,000 
36,000 

30,000 
400,000 

30,000 
500,000 

Mortgage  payable    

Total  liabilities  

160,000 

40,000 

430,000 

530,000 

Net  invested  capital  

60,000 

20,000 

230,000 

130,000 

Mr.  Smith.  Thank  you. 
The  Chairman.  Mr.  Pickens. 

Mr.  Pickens.  Mr.  Wick  has  just  arrived  from  Florida,  but  I  think 
he  needs  a  minute  to  catch  his  breath,  so  if  you  would  like  to  proceed 
with  the  questioning  then  he  would  be  available. 

The  Chairman.  Mr.  Wick  is  your  last  witness  ? 

Mr.  Pickens.  He  says  he  is  ready. 

The  Chairman.  All  right.  Come  forward,  Mr.  Wick.  Let's  hear 
from  you  then. 

Mr.  Wick,  please  identify  yourself  for  our  record  by  giving  us  your 
name,  address,  and  capacity  in  which  you  appear. 

STATEMENT  OF  CHARLES  Z.  WICK,  AMERICAN  NURSING  HOME 

ASSOCIATION 

Mr.  Wick.  My  name  is  Charles  Z.  Wick.  I  am  president  of  United 
Convalescent  Hospitals,  Inc.,  9107  Wilshire  Boulevard,  Beverly  Hills, 
Calif.  I  am  appearing  here  as  a  member  of  the  nursing  home  in- 
dustry. 

The  Chairman.  Mr.  Wick,  if  you  desire  to  omit  any  part  of  your 
statement,  do  so  with  the  full  knowledge  that  the  entire  statement  will 
be  made  a  part  of  the  record. 
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Mr.  Wick.  Yes,  sir. 

The  Chairman.  You  are  recognized,  sir. 
Mr.  Wick.  Thank  you,  sir. 

Mr.  Chairman  and  members  of  this  distinguished  and  vital  com- 
mittee, I  am  Charles  Z.  Wick  of  Los  Angeles,  Calif.  I  graduated 
from  the  University  of  Michigan  with  a  B.A.  degree  in  1940  and  from 
Western  Reserve  Law  School  with  an  LL.B.  degree  in  1943. 

At  the  present  time  I  am  president  of  United  Convalescent  Hos- 
pitals, Inc.,  which  owns  and  operates  10  facilities  throughout  the 
country.  I  am  a  member  of  President  Johnson's  Task  Force  on  Nurs- 
ing Home  Design  and  Improvement  of  Health  Care  and  a  member  of 
the  California  Regional  Council  on  Cancer,  Heart  Disease,  and  Stroke. 
I  am  also  a  director  of  National  Council  on  Aging.  Recently,  I  acted 
as  a  consultant  to  the  Public  Health  Service  on  one  of  its  nursing  home 
research  projects. 

Today  I  wish  to  address  my  remarks  to  the  inadequacies  of  the  pres- 
ent medicare  reimbursement  formula,  particularly  as  it  relates  to  the 
problem  of  attracting  construction  moneys  to  provide  sorely  needed 
nursing  home  beds. 

The  principal  problem  connected  with  the  construction  of  skilled 
nursing  homes  is  the  lack  of  an  adequate  reimbursement  formula  which 
will  not  only  insure  mainteanance  and  operational  costs  of  the  facility, 
but  which  will  also  bring  funds  for  construction  of  new  beds  into  the 
marketplace. 

The  recent  tight  money  situation  in  obtaining  construction  funds 
was  a  short-range  problem.  However,  the  short-term  problem  ob- 
scured the  long-term  problems.  The  tight  money  situation  obscured 
the  principal  problem,  which  is  adequate  reimbursement  for  services 
performed. 

We  expect  that  as  the  tight  money  market  loosens,  nursing  home 
construction  will  be  reconsidered.  However,  it  will  be  promptly  re- 
jected because  of  the  totally  unrealistic  reimbursement  formula  under 
medicare. 

Such  would  not  be  the  case  if  an  adequate  reimbursement  formula 
was  provided;  one  which  would  offer  the  investor  an  opportunity  to 
realize  a  suitable  return  on  his  investment  commensurate  with  the  risk 
he  assumes  in  operating  the  facility. 

Current  financing  programs  could  provide,  sufficient  construction 
moneys  given  a  proper  reimbursement  formula.  Improvements  in 
reimbursement  would  stimulate  construction  activity  because  operat- 
ing and  maintenance  funds  are  the  critical  problem  rather  than  con- 
struction funds. 

The  concept  of  reasonable  cost  reimbursement  should  be  discarded. 
In  its  place  there  should  be  a  formula  based  upon  reasonable  and  cus- 
tomary charges  for  private  paying  patients  in  the  particular  area. 

The  present  reimbursement  formula  will  result  in  high  cost  to  the 
Government  because  there  is  an  absence  of  any  incentive  to  curtail 
cost.  The  present  formula  which  rewards  high  costs  leads  to  in- 
efficiencies. 

However,  the  payment  of  reasonable  charges  would  reward  effi- 
ciency. There  would  be  an  incentive  to  bring  down  costs.  The  end 
result  would  be  to  attract  capital  from  private  and  institutional 
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sources.  Thus  there  would  be  response  to  the  need  for  the  construc- 
tion of  additional  nursing  beds. 

The  use  of  reasonable  charges  would  obviate  the  necessity  of  the 
R.C.C.  accounting  system.  It  is  in  harmony  with  the  Medicare  Act 
which  provides  in  section  1861  (v)  (1)  (A)  that  private  patients  shall 
not  bear  the  cost  of  those  receiving  payments  under  the  medicare  pro- 
gram and  that  medicare  patients  will  not  bear  the  cost  of  private  pa- 
tients. The  use  of  reasonable  charges  would  result  in  better  quality 
care  at  a  lower  cost.  It  is  a  more  realistic  approach  than  is  the  plan 
of  a  reimbursement  formula  based  upon  costs. 

The  same  arguments  and  solutions  apply  to  the  problem  of  increas- 
ing the  availability  of  beds  to  nursing  home  patients  as  apply  to  the 
adequacy  of  care  for  nursing  home  patients.  The  principal  obstacle 
to  obtaining  nursing  home  care  is  the  inability  to  pay  for  the  cost 
of  the  services. 

Inadequacy  of  welfare  payments  to  nursing  homes  has  long  been 
recognized  as  the  major  contributor  to  inadequate  care  and  inadequate 
facilities.  These  same  inadequate  welfare  payments  are  recognized 
as  the  major  barrier  to  nursing  home  construction. 

As  a  corollary,  improvements  in  reimbursement  would  stimulate 
activity  not  only  in  construction  but,  more  importantly,  would  stimu- 
late better  patient  care. 

Mr.  Chairman,  this  Government's  experience  with  "cost  plus"  con- 
tracts during  World  War  II,  as  I  understand  it,  was  a  sad  one.  In 
the  end,  a  high  excess  profits  tax  was  required  as  well  as  elaborate 
renegotiation  and  redetermination  procedures. 

As  I  understand  it,  as  far  as  the  Department  of  Defense  and  the 
General  Accounting  Office  are  concerned,  cost-plus  contracts  are  now 
not  considered  to  be  in  the  best  interest  of  the  public. 

Therefore,  I  am  amazed  that  the  "cost  plus"  concept  has  been  reestab- 
lished by  the  Department  of  Health,  Education,  and  Welfare  as  a 
governmental  policy.  I  am  certain  that  the  term  "reasonable  cost" 
sounded  so  reasonable  that  it  was  perhaps  not  adequately  explored  or 
studied. 

Therefore,  Mr.  Chairman,  I  am  asking  this  committee  to  under- 
take a  consideration  of  a  reimbursement  formula  based  upon  reason- 
able charges.  I  realize,  however,  that  this  cannot  be  done  overnight 
and  that,  therefore,  while  such  an  approach  is  being  studied,  we  must 
bend  ourselves  to  improving  upon  what  we  have.  I  urge  this  com- 
mittee to  revise  the  present  reimbursement  formula  along  the  follow- 
ing lines : 

1.  Reasonable  costs  for  extended  care  facilities  should  include  a  re- 
turn on  the  greater  either  of  cost  or  the  current  fair  market  value  of 
the  facility  determined  in  accordance  with  the  principles  of  the  Ameri- 
can Institute  of  Appraisers  or  similar  appraisals  sufficient  to  attract 
capital  investment. 

2.  In  determining  reasonable  costs,  the  Secretary  should  consider, 
among  other  things,  the  need  of  extended  care  facilities  for — 

( a)  Replacement  of  plant  and  equipment. 

(b)  Modernization  and  growth,  specifically  provisions  through 
earnings  for  the  long-range  amortization  of  the  principal  of  in- 
debtedness incurred  to  finance  modernization  and  growth. 
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(c)  Kesearch  and  comprehensive  health  planning. 

(d)  Reasonable  rentals  and  reasonable  interest-type  returns  on 
properties  and  money  capital  where  supplied  by  the  providers. 

(e)  Provisions  for  uninsurable  risks  and  other  business  types 
responsibilities,  as  well  as  property  and  income  and  other  taxes, 
where  these  cannot  be  shifted  and  are  borne  by  proprietors. 

(/)  The  payment  of  a  return  greater  than  that  customarily 
paid  to  public  utility  companies  because  of  the  recognition  that 
extended-care  facilities  operate  in  a  competitive  field  subject  to 
high  risk. 

(g)  The  Secretary  should  also  consider  the  customary  charges 
prevailing  in  the  area  for  private  paving  patients. 

(h)  Insofar  as  any  of  these  factors  are  applicable  either  to 
proprietary  or  to  nonprofit  facilities,  the  Secretary  should  con- 
sider such  factors  in  determining  reasonable  reimbursement  for 
proprietary  and  for  nonprofit  facilities,  notwithstanding  the 
fact  that  such  application  may  result  in  different  reimbursement 
for  one  type  of  facility  than  for  the  other. 

3.  In  determining  a  reimbursement  formula  and  allowance  for  costs, 
all  legitimate  business  expenses  or  costs  (including  but  not  limited  to 
compensation  to  owners)  should  be  allowed  in  accordance  with  the 
regulations  of  the  Internal  Revenue  Service  and  Armed  Services  Pro- 
curement Regulations. 

Services,  facilities,  and  supplies  furnished  to  the  provider  by  or- 
ganizations related  to  the  provider  by  common  ownership  or  control 
should  be  includable  as  an  allowance  for  cost  at  the  cost  to  the  provider 
as  long  as  the  charge  by  the  supplier  is  in  line  with  the  charge  for  such 
services,  facilities  or  supplies  in  the  open  market  and  is  no  more  than 
the  charge  made  under  comparable  circumstances  to  others. 

4.  The  Secretary  shall  develop  contractual  methods  to  be  offered  to 
providers  on  a  voluntary  basis  for  the  purpose  of  encouraging  operat- 
ing efficiencies  without  sacrificing  high  standards  of  health  care. 

It  is  my  contention  that  were  the  present  formula  amended  to  in- 
clude the  above,  then  the  inadequacies  of  the  present  cost  plus  formula 
(which  permits  little  or  no  profit  to  proprietary  facilities  as  well  as  no 
true  growth  factor  to  nonproperietary  facilities  and  which,  therefore, 
is  unable  to  meet  the  great  need  for  nursing  home  beds)  would  be  over- 
come and  funds  for  the  construction  of  nursing  home  beds  would  be 
available. 

Mr.  Chairman  and  members  of  this  committee,  I  thank  you  for  grant- 
ing me  this  opportunity  to  appear  before  you  today.  I  shall  attempt 
to  answer  any  questions  you  may  have. 

The  Chairman.  Does  that  complete  your  statements? 

Mr.  Pickens.  That  completes  the  statements  of  our  witnesses,  Mr. 
Chairman. 

The  Chairman.  You  had  Mr.  Harold  Smith  listed.    Did  he  have 
a  statement  that  you  wanted  to  include  in  the  record  ? 
Mr.  Pickens.  Not  at  this  time. 

The  Chairman.  Mr.  Walker,  do  you  have  a  statement  you  want  to 
include  ? 
Mr.  Walker.  No,  sir,  I  do  not. 

The  Chairmam.  We  appreciate  having  you  gentleman  with  us. 
Are  there  any  questions  of  these  gentlemen?    Mr.  Betts. 
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Mr.  Betts.  Mr.  Wicks,  the  objections  I  have  heard  to  the  present 
reimbursement  formula  come  mostly  from  the  nonproprietary  or  non- 
profit nursing  homes,  claiming  that  it  works  to  the  advantage  of  the 
proprietary  institutions  as  against  the  nonproprietary  institutions. 

I  wonder  if  you  care  to  comment  on  that  and  whether  or  not  your 
proposal  would  eliminate  that  inequity  that  exists  ? 

Mr.  Wick.  Well,  sir,  the  difference  in  the  reimbursement  formula 
as  between  the  nonprofit  and  the  proprietary,  as  I  understand  it,  is  not 
really  significant.  The  only  differential  in  the  two  formulas  is  in  the 
fact  that  the  proprietary  obtains  one  factor  which  is  not  available  to 
the  nonprofit;  that  is,  a  7Vo -percent  return  on  the  equity.  This 
7y2  percent  return  on  the  defined  equity  as  regarded  by  the  proprietary 
group  is  really  not  very  attractive  at  all  and  is  not  greatly  significant. 
That  7%  percent  is  not,  as  I  said,  available  to  the  nonprofit. 

However,  there  is  a  minuscule  factor  available  to  the  nonprofit  that 
conversely  is  not  available  to  the  profit;  that  is,  as  expenses  are  de- 
fined for  this  purpose  the  costs  of  the  nonprofit  are  a  basis  against 
which  2  percent  is  available  to  the  nonprofit  for  a  special  unrecognized 
growth  allowance. 

The  parallel  factor  available  to  the  proprietary  is  one  and  a  half 
percent. 

The  second  question  you  asked  me,  sir,  was  should  these  inequities 
be  remedied.  I  would  say  that  in  my  humble  opinion  the  key  goal  we 
have  here  is.  to  deliver  to  the  patient  optimum  services  at  a  reasonable 
price  and  I  think  that  really  it  is  rather  irrelevant  to  distinguish  who 
is  the  provider  of  those  services  and  as  a  corollary  distinguish  the 
type  of  reimbursement  available  to  him  in  fulfilling  the  primary  goal 
of  an  efficient  delivery  of  optimum  services  at  the  most  reasonable 
correlated  price. 

Mr.  Betts.  You  represent  both  types  of  institutions,  is  that  correct? 
Mr.  Wick.  No,  sir,  I  do  not.    We  represent  the  proprietary  group. 
Mr.  Betts.  I  see,  You  represent  both  ? 
Mr.  Pickens.  The  association  does ;  yes,  Congressman. 
Mr.  Betts.  Are  you  acquainted  with  this  suggested  formula  for 
reimbursement  that  Mr.  Wick  has  presented  here  ? 
Mr.  Pickens.  Yes,  sir. 

Mr.  Betts.  Would  that  be  acceptable  to  both  the  proprietary  and 
the  nonprofit? 
Mr.  Pickens.  It  would  in  the  nursing  home  field. 
Mr.  Betts.  That  is  what  I  mean. 

Mr.  Pickens.  However,  in  the  hospital  field  my  impression  is  that 
the  American  Hospital  Association  in  all  its  State  associations  with 
the  exception  of  one  or  two — Indiana  is  one  of  them — would  rather 
have  reasonable  cost  rather  than  reasonable  charges. 

Mr.  Betts.  But  as  far  as  nursing  homes  are  concerned  you  would 
say  that  this  suggested  formula  would  be  acceptable  both  to  pro- 
prietary and  the  nonprofit  ? 

Mr.  Pickens.  That  is  correct,  Congressman,  and,  as  you  recall,  Con- 
gressman Byrnes  I  believe  introduced  a  bill  along  these  lines  about  a 
year  ago. 

The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  Thank  you,  Mr.  Chairman.  I  would  like  to  have  in 
the  record,  if  you  don't  have  it  available  now,  information,  on  the 
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number  of  extended  care  facilities  that  have  been  approved  across  the 
country. 

Secondly,  I  would  like  to  have  some  indication  of  the  number  of 
facilities  that  are  now  under  construction  so  that  we  get  a  picture  of 
how  rapidly  this  is  expanding  and  whether  it  is  expanding  rapidly 
enough  to  meet  the  obvious  needs.  Then  I  would  like  to  have  some 
indication  of  the  general  cost  pattern  with  respect  to  nursing  home 
care  and  included  in  that  an  indication  of  the  difference  between  the 
ordinary  charges  and  the  approved  reimbursement, 

Mr.  Pickens.  We  can  supply  that,  Congressman  Ullman.  While 
we  are  on  that  subject,  it  is  our  understanding  that  the  Federal  Hous- 
ing Authority  has  prepared  a  report  on  the  effect  of  the  reimburse- 
ment formula  on  the  FHA  construction  program  for  nursing  homes. 

However,  the  report  is  not  available  to  us,  but  I  feel  certain  the 
committee  can  get  it.  I  think  that  the  Government  agency  that  is 
dealing  primarily  with  nursing  home  construction  certainly  has  had 
some  experience  during  these  past  12  months,  and  certainly  has  some 
opinions. 

Now,  perhaps  the  experience  hasn't  been  as  broad  as  it  might  other- 
wise be  because  of  the  tight  money  market,  but  whether  this  report  is 
good  or  bad  for  nursing  homes  I  think  it  should  be  available. 

Mr.  Ullman.  I  would  ask,  Mr.  Chairman,  that  whatever  informa- 
tion they  can  supply  us  be  inserted  in  the  record  at  this  point. 

Mr.  Pickens.  We  will  supply  that  information  that  you  requested, 
sir,  within  the  next  few  days. 

Mr.  Ullman.  Thank  you. 

The  Chairman.  Without  objection,  the  information  will  be  in- 
cluded in  the  record. 

(The  following  information  was  received  by  the  committee:) 

American  Nursing  Home  Association, 

Washington,  D.C.,  May  8, 1967. 
To :  House  Ways  and  Means  Committee,  Special  Attention :  Cong.  A.  Ullman. 
Respectfully  submitted  :  American  Nursing  Home  Association. 
Subject:  a)  Total  Number  of  Extended  Care  Facilities  Certified  for  Medicare. 

b)  Some  Figures  Relating  to  Nursing  Home  Construction. 

c)  An  Index  of  the  Difference  Between  the  Ordinary  Charges  and 

the  Approved  Reimbursement. 
Enclosed  find  pertinent  material  as  per  the  request  made  by  Congressman 
Ullman  in  course  of  the  appearance  of  representatives  from  the  American  Nurs- 
ing Home  Association  before  the  Committee  on  March  9,  1967. 

a)  See  attached  data  sheet.  In  addition,  it  is  estimated  that  since  February 
28,  1967,  a  possible  additional  83  extended  care  facilities  have  been  certified. 
Thus,  when  we  speak  of  ECFs  across  the  Nation,  we  round  the  figure  off  to  3,500 
ECFs. 

b)  See  attached  data  sheets. 

c)  As  to  the  request  for  figures  on  the  general  cost  pattern  which  would  in- 
dicate the  difference  between  the  ordinary  charges  and  the  approved  reimburse- 
ment, such  figures  are  not  now  available. 

The  Medicare  program  of  nursing  home  benefits  began  January  1. 1967.  The  law 
provides  that  for  either  the  first  twelve  (12)  months  or  the  end  of  the  fiscal 
year  (June  30)  the  provider  shall  receive  an  interim  rate  based  upon  the  his- 
torical costs  of  1966.  At  the  end  of  the  first  reporting  period,  a  retroactive  ad- 
justment of  charges  will  be  made. 

As  a  result,  we  do  not  have  figures  which  would  offer  any  significant  index 
to  the  difference  between  actual  costs  and  allowed  reimbursement. 

In  fact,  it  is  our  contention  that  one  of  the  most  serious  weaknesses  in  the 
present  formula  for  reimbursement  is  that  it  requires  the  provider  to  play  a  kind 
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of  "Russian  roulette"  in  that  it  is  not  until  months  later  that  he  actually  learns 
if  he  is  to  be  fully  reimbursed  for  the  already  provided  service. 

Frank  G.  Zelenka, 
Assistant  Executive  Director. 


Title  XVIII— Total  certified  nursing  homes  as  of  Feb.  28, 1961 


Region  I : 

Connecticut   

Maine   

Massachusetts   

New  Hampshire  

Rhode  Island  

Vermont   

Region  II : 

Delaware   

New  Jersey  

New  York  

Region  III : 

District  of  Columbia. 

Kentucky  

Maryland 


171 
18 

.   109 

6 
13 
8 

7 

55 

.   192 

4 

26 
38 

Pennsylvania   147 


Virginia   

West  Virginia- 
Region  IV : 

Alabama  

Florida   

Georgia  

Mississippi  

North  Carolina- 
South  Carolina- 
Tennessee   

Region  V : 

Illinois  

Indiana  

Michigan  

Ohio  

Wisconsin  


35 
17 

60 
120 
37 
13 
34 
50 
33 

116 
41 
98 
139 
146 


Region  VI : 

Iowa  

Kansas  

Minnesota  — 

Missouri  

Nebraska  

North  Dakota 
South  Dakota 

Region  VII : 

Arkansas   

Louisiana  

New  Mexico  _ 

Oklahoma  

Texas   

Region  VIII : 

Colorado  

Idaho   

Montana  

Utah  

Wyoming  

Region  IX : 

Alaska   

Arizona   

California  — 

Hawaii  

Nevada   

Oregon  

Washington  __ 


42 
45 
106 
56 
17 
20 
8 

33 
113 
15 
18 
173 

78 
20 
34 
25 
6 

6 
36 

592 
15 
10 
64 

124 


National  total  3,389 


Source  :  Social  Security  Administration. 


Total  nursing  home  construction,  1965 


Projects 

Beds 

Non-Federal    

991 

52,228 

Federal        

171 

12,434 

(a)  Hill-Burton  

105 
66 

6,  776 
5, 658 

(b)  FHA  

Total  

1,162 

64,662 

Total  nursing  home  construction,  1966 


Projects 

Beds 

Non-Federal                 .  ............. 

i  778 

46, 714 

Federal.. .     .   ..    ...     

168 

12, 436 

(a)  Hill-Burton   

123 
45 

7,694 
4,742 

(6)  FHA  

Total  

946 

59, 150 

i  Estimated. 
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Construction  figures,  1966 

New  projects   $513,  800,  000 

Additions   120,  200,  000 


New  beds  (new  projects)   51,  380 

New  beds  (additions)   7,  770 


Total,  new  nursing  home  beds   59,  150 

Advance  nursing  home  construction,  1967  (as  of  Jan.  31,  1967) 

New  projects  (with  4.079  beds)   44 

Additions  (with  402  beds)   7 

Note. — There  are  approximately  4,800  nursing  home  beds  per  month  under  construction 
in  new  nursing  home  projects. 

Total  square  feet  of  floor  space  for  1967  health  care  market 

1.  New    health    care    construction    in    1967    should  reach 
$2,250,000,000  for  work  in  place — 
For  hospitals : 

New  construction  $733,  000,  000 

Additions   811,  000,  000 


Total  for  hospitals  1,  544,  000,  000 


For  nursing  homes : 

New  construction   583,  860,  000 

Additions   122,140,000 


Total  for  nursing  homes   706,  000,  000 

II.  Average  cost  per  hospital  bed  i1 

New  construction   30,  000 

Additions   25,430 


III.  Estimated  new  hospital  beds  for  1967 : 

New  hospital  projects   24,  435 

Additions   31,498 


Total   55,933 

IV.  Average  square  feet  per  hospital  bed  i1 

New  hospitals   884 

Additions   890 


V.  Estimated  total  square  feet  of  floor  space  for  1967  hospital 
market : 

New  hospitals   21, 600,  540 

Additions   28,035,000 


Total   49,635,540 
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Total  square  feet  of  floor  space  for  1967  health  care  market — Continued 

VI.  Nursing  home  data : 

(a)  Average  cost  per  nursing  home  bed : 1 

New  construction   $10,  500 

Additions   15,  700 


( b)  Estimated  new  nursing  home  beds  for  1967 : 

New  projects   55,605 

Additions   7,  780 


Total    63,385 

(o)  Average  square  feet  per  nursing  home  bed : 1 

New  nursing  homes   1,  016 

Additions   549 


(d)  Estimated  total  square  feet  of  floor  space  for  1967 
nursing  home  market : 

New  nursing  homes   |56,  494,  680 

Additions   4,  271,  220 


Total    60,765,900 


VII.  Total  square  feet  of  floor  space  for  1967  institutional  health  care  market : 

Hospitals    49,635,540 

Nursing  homes    60,765,900 


Total    110,401,440 

1  Source  :  Hill-Burton  figures  for  1965. 
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Long-term  care  construction  without  Federal  aid — Number  of  projects  and  beds 
provided,  Jan.  1,  1965,  to  Dec.  31,  1965 


State 

Total 

Nursing  homes 

Nursing  home 
units  of  hospitals 

Chronic  disease 

Projects 

Beds 

Projects 

Beds 

Projects 

Beds 

Projects 

Beds 

Total 
Alabama 

991 

52,228 

975 

51,715 

8 

.152 

8 

361 

20 
1 
9 

12 
152 

14 

29 
5 

1.169 
18 

601 

798 
9,225 

648 
1,508 

235 

20 
1 
9 

12 
151 

14 

29 
5 

1,169 
18 

601 

798 
9, 198 

648 
1,508 

235 

Alaska 

Arizona 

Arkansas  '. 

California 

1 

27 

Colorado.  - 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

21 
10 
1 
7 
37 
41 

1,672 
624 
74 
198 
2,  214 
1,942 

21 
9 
1 
6 
37 
41 

1,672 
604 
74 
195 
2, 214 
1,942 

Georgia 

1 

20 

Hawaii 

Idaho 

1 

3 

Illinois 

Indiana 

Iowa 

Kansas 

24 
12 
29 
2 
7 
18 
39 
21 
4 

18 
6 
25 
1 
3 
28 
2 
34 
11 
5 
31 
58 
16 
39 
9 
15 
10 
17 
67 
1 
6 
26 
18 

1,620 
393 

1,570 
135 
392 

1,559 

1,728 

1,062 
132 

1,388 
208 

1,403 
35 
130 

1,505 
188 

2, 005 
529 
293 

1,757 

2,090 
845 

1, 831 
161 
404 
261 
585 

2,  318 
100 
152 

1,031 

1,619 

24 
12 
29 
2 
7 
16 
39 
17 
4 
18 
6 
25 
1 
3 

28 
2 
34 
11 
5 
31 
58 
16 
38 
9 

15 
10 
16 
62 
1 
6 
26 
18 

1,620 
393 

1,570 
135 
392 

1,337 

1,728 
949 
132 

1,388 
208 

1,403 
35 
130 

1,505 
188 

2,  005 
529 
293 

1,757 

2,090 
845 

1, 815 
161 
404 
261 
585 

2, 206 
100 
152 

1,031 

1,619 

Kentucky 

Louisiana 

Maine 

Maryland 

M  ass  achus  etts 

2 

222 

Michigan 

Minnesota 

4 

113 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 



1 

 --- 

16 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee. 

1 

0 

Texas  

5 

112 

Utah  

Vermont  .     .  .   

Virginia   - 

Washington  

West  Virginia    

Wisconsin               .  - 

28 

1,755 
118 

28 
2 

1,755 
118 

Wyoming  

2 

Guam 

Puerto  Rico    

Virgin  Islands                 -    |  -   

Source:  Division  of  Hospital  and  Medical  Facilities,  Program  Planning  and  Analysis  Branch,  April  1967. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  830e 


Federal 
share 

$25.  904,  251 

*' 600  000 
97l!  200 
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The  Chairman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  Mr.  Chairman,  on  page  3  of  Mr.  Morris'  state- 
ment— page  3  it  is  in  the  summary  in  the  back — you  are  talking  about 
the  payments  going  to  a  patient  who  doesn't  even  realize  he  has 
received  a  check  "and  a  guardian  is  appointed  and  intercepts  the 
check. 

May  I  ask  you  in  your  judgment  how  widespread  this  is  ?  I  didn't 
even  realize  that  it  occurred  until  this  last  week. 

Mr.  Morris.  Congress  woman  Griffiths,  this  is  a  relatively  quite 
widespread  problem,  and  you  must  remember  that  a  very  substantial 
number  of  patients  in  these  facilities  are  the  confused  elderly.  They 
are  there  because  they  are  not  competent  in  various  intellectual  func- 
tions, and  within  the  usual  geriatric  facility — I  use  that  term  because 
the  problem  is  primarily  focused  on  this  type  of  patient — the  greater 
percentage  of  patients  would  present  such  a  problem. 

You  would  also  encounter  it,  we  do  encounter  it,  in  the  case  of 
people  who  have  behavioral  problems,  perhaps  the  chronic  alcoholic, 
this  sort  of  type.    It  is  a  very  widespread  problem. 

Then  going  to  the  problem  of  the  conversion  of  the  funds  at  the 
hands  of  a  guardian,  or  member  of  the  family,  or  some  even  ostensibly 
close  friend,  this  by  no  means  is  an  unusual  situation.  Does  this 
answer  your  question  ? 

Mrs.  Griffiths.  May  I  ask  could  you  at  some  point  make  a  sug- 
gestion or  would  you  approve  a  suggestion  that  when  a  patient  has 
reached  that  point,  if  there  is  money  enough,  or  if  there  is  some  other 
program  that  takes  care  of  it,  that  the  payments  under  social  security 
be  stopped  ? 

Mr,  Morris.  I  don't  know  all  the  fiscal  intricacies  here  of  what 
you  suggest.  I  think  that  our  suggestion  is  the  appropriate  cure  to  it. 
If  it  is  a  vendor  payment  then  there  would  be  no  problem,  remember- 
ing that  the  institution  in  every  instance  is  accountable  for  the  appro- 
priate use  of  the  funds. 

Mrs.  Griffiths.  Thank  you  very  much.  I  was  unaware  that  this 
problem  existed,  as  I  say,  until  this  last  week  and  discovered  that 
it  did  exist  and  that  it  was  probably  common  in  such  places ;  and  it  is 
unconscionable  that  money  paid  to  the  recipients  be  diverted  to  greedy 
children  or  neighbors  or  family  and  never  be  used  on  a  recipient. 

Mr.  Morris.  I  agree.  This  is  a  good  example  of  the  kinds  of  prac- 
tical problems  that  the  administrator  of  a  facility  is  encountering  in 
the  provision  of  services. 
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Mrs.  Griffiths.  Thank  you.    Thank  you,  Mr.  Chairman. 

The  Chairman.  Gentlemen,  thank  you  for  coming  to  the  commit- 
tee with  this  information.  We  appreciate  it.  Do  you  have  some- 
thing else  ? 

Mr.  Pickens.  No,  sir. 

The  Chairman.  Thank  you  for  coming  to  the  committee. 

Mr.  Pickens.  We  wish  to  thank  the  committee  for  their  indulgence. 
Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Schmidt,  come  forward.  Take  a  chair  if  you 
care  to.   Please  identify  yourself  for  our  record. 

STATEMENT  OF  WILBUR  J.  SCHMIDT,  CHAIRMAN,  NATIONAL 
COUNCIL  OF  STATE  PUBLIC  WELFARE  ADMINISTRATORS, 
AMERICAN  PUBLIC  WELFARE  ASSOCIATION 

Mr.  Schmidt.  Mr.  Chairman,  I  am  Wilbur  Schmidt,  the  director 
of  the  State  department  of  public  welfare  in  Wisconsin  and  I  am 
appearing  here  today  as  chairman  of  the  National  Council  of  State 
Welfare  Administrators  of  the  American  Public  Welfare  Association. 

The  Chairman.  Mr.  Schmidt,  we  are  pleased  to  have  you  with  us 
this  morning  and  you  are  recognized,  sir. 

Mr.  Byrnes.  Mr.  Chairman. 

The  Chairman.  Mr.  Byrnes. 

Mr.  Byrnes.  I  would  like  to  welcome  Mr.  Schmidt  here  and  say  to 
the  committee  that  he  is  one  of  the  very  outstanding  public  welfare 
directors  in  the  country  and  we  are  proud  to  have  him  in  Wisconsin. 

Mr.  Schmidt.  Thank  you,  Congressman  Byrnes.  I  would  like  to 
bring  to  the  committee's  attention  today  the  interest  of  the  American 
Public  Welfare  Association  in  the  bill  H.R.  5710,  -especially  in  con- 
nection with  material  dealing  with  public  welfare,  child  health,  and 
social  work  manpower  provision. 

The  Chairman.  Mr.  Schmidt  if  in  the  course  of  delivering  your 
statement  to  us  you  omit  any  parts  of  it  do  so  with  the  full  knowledge 
that  the  entire  statement  will  be  made  a  part  of  the  record. 

Mr.  Schmidt.  Thank  you,  Mr.  Chairman.  As  a  matter  of  fact,  in 
the  interest  of  the  time  of  the  committee  I  do  not  intend  to  attempt 
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reading  the  statement  verbatim.  It  will  be  my  preference,  if  it  please 
the  committee,  to  instead  summarize.  I  do  so  in  accordance  with  a 
cover  sheet  which  I  think  each  of  you  has  on  the  top  of  your  papers. 
I  will  want  to  add  a  couple  of  points  to  that  since  it  does  not  mention 
the  one  on  public  assistance  that  is  not  provided  or  would  be  provided 
under  section  205  dealing  with  health  care  for  patients  who  are  not 
otherwise  in  need  of  the  highly  skilled  type  service  and  I  want  to 
mention  also  social  work  manpower  which  is  not  shown  on  that  page. 

With  that  in  mind  I  would  like  to  say  first  of  all  that  the  American 
Public  Welfare  Association  is  the  national  organization  of  State  and 
local  welfare  departments  and  the  individuals  who  work  therein  and 
that  it  has  a  system  through  committees  dealing  with  problems  of 
legislative  developments  in  this  field  which  leads  to  actions  by  the 
board  of  directors,  of  which  I  am  also  a  member,  and  on  each  occasion 
of  a  new  Congress  and  a  new  year  we  publish  what  we  call  our  "Fed- 
eral Legislative  Objectives."  One  of  these  is  attached  to  each  of  your 
papers  and  I  would  like  to  have  that  entered  into  the  record. 

The  Chairman.  Without  objection^  it  will  be. 

Mr.  Schmidt.  These  "Federal  Legislative  Objectives"  have  as  their 
principal  base  the  belief  of  the  American  Public  Welfare  Association 
that  Federal-State  grants-in-aid  principles  are  basically  sound  and 
therefore  should  be  fostered  and  developed  in  this  area  of  public  wel- 
fare administration,  and  that  every  effort  should  be  made  by  both  the 
Federal  and  State  governments  to  bring  assistance  payments  to  an 
adequate  level,  and  that  separate  categories  for  public  assistance  should 
be  eliminated. 

The  Federal  Government  should  participate  financially  under  a 
single  matching  formula  in  the  total  range  of  welfare  programs,  in- 
cluding general  assistance,  foster  care  for  children,  and  specialized 
services  for  children  and  youth.  The  social  service  functions  of  public 
welfare  agencies  should  be  more  broadly  defined  in  Federal  law,  and 
should  not  derive  its  authority  solely  from  the  public  assistance  titles. 

It  is  against  this  background  of  objectives  and  purpose  that  I  would 
like  to  comment  on  some  of  the  items  which  appear  in  H.R.  5710. 

The  first  one  is  this  matter  of  adequate  level  and  the  provision  in 
H.R.  5710  which  calls  for  all  States  to  pay  full  budgeted  need.  I 
think  the  committee  is  well  aware  from  its  past  experience  in  this 
field  that  the  practice  across  the  country  is  to  attempt  the  establish- 
ment of  minimum  adequate  levels  of  dietary  and  housing,  clothing  and 
other  kinds  of  needs  of  these  families  which  are  all  very  near  the  sub- 
sistence level,  so  that  it  would  seem  that  if  we  are  going  to  maintain 
this  adequacy,  even  minimum  adequacy,  it  makes  little  sense  to  then  de- 
velop from  that  provision,  after  having  made  this  determination,  be- 
cause of  fiscal  inability,  which  is  the  alleged  position,  that  something 
like  75  percent,  maybe  80  percent,  maybe  some  other  percent,  of  need 
is  all  that  can  be  met. 

Obviously,  if  the  determination  in  the  first  place  is  minimum,  as  we 
believe  it  is,  nothing  but  distress  can  result  from  the  recipient  being 
left  with  less  than  what  was  seen  to  be  the  minimum  adequate  level,  so 
we  think  it  is  time  that  this  kind  of  effort  under  the  leadership  of  the 
Federal  Government  be  undertaken,  probably  past  time,  because 
actually  it  is  our  view  in  the  association  that  we  are  going  to  see  a 
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continuation  of  the  Federal- State  partnership  in  this  area,  and  if  States 
are  going  to  continue  to  have  the  role  of  administration,  one  of  the  es- 
sentials will  be  that  we  must  get  the  program  up  all  over  the  country 
to  the  minimum  adequate  levels. 

If  we  do  not  do  this  it  seems  to  us  that  gradually  there  will  be  in- 
creasing pressures  to  federalize  this  program. 

Therefore,  we  share  with  the  authors  of  the  bill  their  purpose  in 
the  development  of  this  minimum  adequate  requirement. 

Secondly,  we  presume  that  the  material  under  section  205  which  calls 
for  another  matching  provision  for  those  patients  who  are  in  need  of 
care  in  their  own  homes,  or  in  appropriate  institutions  other  than 
skilled  nursing  homes,  as  meaning  that  in  some  of  these  cases  where 
the  physician  has  so  ordered  and  where  the  patient  is  in  need  of  this 
kind  of  facility  but  does  not  require  the  full  treatment  as  might  be 
provided  by  an  extended  care  facility,  that  this  would  allow  the  States 
to  continue  their  present  practice  of  maintaining  these  individuals  in 
these  kinds  of  facilities,  and  that  the  provsion  here,  therefore,  elimi- 
nates the  maximum  which  would  otherwise  apply  to  the  money  pay- 
ment and  permits  the  States  to,  as  it  may  now  do  in  the  skilled  nursing 
home  area,  obtain  a  Federal  matching  according  to  title  XIX  per- 
centage on  the  total  cost. 

We  think  that  the  protection  there  is  that  the  physician  must  see 
that  this  is  an  adequate  program  or  a  service  for  the  particular  patient, 
and  that  the  patient  does  not  need  a  facility  of  a  higher  level  of  skill. 

Going  on,  we  observe  under  the  medical  assistance  provisions  of  this 
bill  a  mention  of  a  ceiling  within  which  the  States  must  operate  in  de- 
claring the  levels  of  income  which  will  be  permitted  in  the  establish- 
ment of  eligibility  for  medical  assistance. 

As  we  understand  it,  it  is  a  provision  that  the  income  level  provided 
by  the  State  for  medical  assistance  may  not  be  more  than  150  percent 
of  the  income  level  which  is  applied  in  the  determination  of  eligibility 
for  public  assistance. 

Again,  we  in  the  association  understand  the  concern  of  the  commit- 
tee with  reference  to  the  administration  and  expenditure  of  the  avail- 
able funds  in  this  area,  and  the  need  to  put  some  kind  of  regulation  on 
it  so  that  all  of  us  who  are  involved  in  the  management  of  these  af- 
fairs can  operate  within  a  framework  which  is  controlled,  and  it  looks 
to  us  as  though  the  150-percent  idea  would  at  the  present  time  be 
manageable. 

We  are  not  aware  of  any  State,  so  far  as  information  has  reached 
us  at  least,  in  which  we  feel  its  program  would  be  in  anyway  affected 
at  the  present  time,  adversely  affected  at  least,  by  the  installation  of 
this  maximum  limit.  Possibly  time  wil  prove  that  some  other  per- 
centage is  indicated,  but  for  now  it  seems  to  us  to  be  the  best  solution. 

Going  on  to  the  area  of  child  welfare  service,  we  are  aware  that  in 
this  bill  there  is  provision  to  add  a  matching  for  the  administrative 
and  personnel  expenses  in  connection  with  child  welfare  services,  at 
least  to  75  percent,  provided  of  course  that  this  applies  to  these  costs 
in  excess  of  a  maintenance  of  effort  level  which  is  provided  in  the  bill. 
While  we  endorse  this  as  a  step  in  the  direction  we  would  like  to  see 
this  go,  we  feel  that  the  provision  of  the  bill  is  not  enough.  It  has 
long  been  the  view  of  the  association  that  there  could  be  no  reasonable 
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difference  seen  between  the  child  welfare  service  where  it  has  to  pro- 
vide for  the  abused  and  neglected  and  dependent  child,  often  in  foster- 
home  situations,  possibly  institutional  situations,  and  the  other  kinds 
of  services  which  are  very  similar  in  a  family  situation,  aimed  at  the 
restoration  of  self-dependence.  In  the  child  welfare  services  our  fund- 
ing and  staffing  have  too  of  ten  limited  us  to  the  distress  situation,  that 
is,  of  putting  out  the  fires,  of  seeing  to  room  and  board,  and  to  what- 
ever extent  possible  the  staff  could  supply  some  counseling  and 
services. 

In  many  localities  the  coverage  of  child  welfare  services  is  too  thin 
to  have  any  real  impact  on  the  problems  we  are  called  upon  to  deal 
with.  What  we  really  need  now  is  a  basis  of  Federal  financial  par- 
ticipation that  would  equip  the  States  and  localities  to  expand  and 
strengthen  these  services  so  that  they  can  do  a  more  effective  job  of 
preventing  emergencies,  of  restoring  children  to  their  own  families 
when  possible,  and  of  providing  good  quality  care  and  protection  to 
those  who  require  it.  The  present  Federal  child  welfare  grants  ac- 
count for  about  10  percent  of  the  total  State  and  local  expenditures  for 
child  welfare  services.  We  believe  that  the  formula  for  financing  this 
program  should  be  on  a  par  with  that  for  the  public  assistance  cate- 
gories. This  would  be  more  nearly  accomplished  by  the  identical  bills, 
H.R.  1977  and  H.K.  5429,  which  have  been  introduced  by  Mr.  Burke 
and  Mr.  Gilbert  of  this  committee. 

I  refer  next  to  the  proposal  to  amend  the  community  work  and  train- 
ing programs. 

We  had  seen  some  examples  of  State  intervention  in  this  area 
through  work  and  training  projects  relief  in  years  gone  by  and  I  am 
familiar  with  some  of  these  demonstrations  across  the  country  where 
some  very  interesting  results  were  obtained,  so  when  the  1962  amend- 
ments were  considered  by  this  committee  and  by  Congress  the  com- 
munity work  and  training  idea  was  introduced  into  the  laws  dealing 
with  public  assistance  and  some  funding  provisions  were  made  avail- 
able, but  inasmuch  as  there  was  nothing  there,  and  the  States  found  it 
difficult  to  supply  what  was  needed,  to  cover  the  cost  of  supervision 
of  these  projects,  materials,  tools,  and  some  other  things,  there  was  not 
a  great  deal  of  movement  in  this  area  in  the  early  years  following  the 
1962  amendments. 

It  is  a  fact,  however,  that  several  States  did  pass  special  laws  to 
enable  them  to  cover  the  sponsorship  costs  of  community  work  and 
training  programs. 

Then  came  the  opportunity  of  title  V  under  the  OEO  and  a  funding 
provision  which  was  a  joint  one,  an  arrangement  between  that  Office 
and  the  Welfare  Administration,  to  enter  into  projects  where  some 
of  the  people  whom  we  would  have  previously  considered  eligible  for 
community  work  and  training  program  might  get  this  opportunity  for 
training,  for  development  of  work  habits,  an  opportunity  to  raise  their 
level  of  skills,  so  they  could  become  employable  individuals. 

That  got  off  the  ground  and  I  think  has  now  proven  after  a  rather 
slow  start,  I  think,  that  one  answer  for  some  people  on  the  rolls  in  pub- 
lic assistance  is  this  kind  of  opportunity. 

We  come  now  to  1967  and,  as  we  understand  it,  we  are  now  going  to 
get  into  a  three-way  stream  because,  although  it  may  be  that  the  inten- 
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tion  is  to  gradually  phase  out  what  is  known  as  title  V,  at  least  for  the 
moment  we  would  see  some  continued  financing  under  title  V. 

Now  with  the  involvement  of  the  Department  of  Labor,  and  espe- 
cially as  this  gets  around  to  what  we  had  thought  were  the  responsi- 
bilities for  the  welfare  system  in  community  work  and  training,  our 
viewpoint,  frankly,  gentlemen,  is  that  we  are  going  to  become  again 
involved  in  extensive  overlapping  which  in  the  end  is  likely  to  deter 
more  than  stimulate  the  development  of  these  programs  and  it  seems 
to  us  that  it  is  totally  unnecessary  to  complicate  the  machinery  in  this 
area  to  this  exent. 

So  it  is  the  view  of  the  American  Public  Welfare  Association  that 
we  ought  to  move  ahead  under  section,  I  believe  it  is,  409  and  develop 
the  community  work  and  training  program  as  a  facet  of  a  public  wel- 
fare program  and  avoid  the  mix  which,  we  think  this  bill  would 
produce. 

Now,  I  would  like  to  say  before  closing  on  this  point  that  we  do 
not  believe  that  there  is  any  fault  to  the  position  of  the  Department 
of  Labor  that  they  should  assemble  under  their  general  direction  all 
manpower  training  types  of  programs,  but  what  I  think  of  when  I 
think  of  community  work  and  training  is  something  different  than  I 
believe  is  usually  the  employment  related  job  training  type  of  activity. 

I  like  to  call  it  an  effort  on  the  part  of  the  public  assistance  program 
to  bring  its  recipients  to  the  threshold  of  trainability.  We  are  be- 
ginning here  in  these  cases  with  people  who  have  not  yet  formed  work 
habits  that  are  useful,  skills  that  are  useful,  that  have  in  very  many  of 
these  instances  no  employability  in  modern  times,  connected  with  social 
problems,  emotional  problems,  and  health  problems.  And  as  we  view 
community  work  and  training  it  is  a  package  approach  that  accounts 
for  all  these  deficiencies  in  the  individual  and  his  family,  and  once  we 
get  this  person  to,  I  will  repeat,  the  threshold  of  trainability,  I  think 
referral  to  the  usual  training  programs  is  indicated  and  ought  to  be 
done. 

I  do  not  believe  in  copying  programs,  in  paralleling  programs.  I 
think  these  are  two  different  stages. 

Consequently,  I  urge  the  committee  to  carefully  consider  the  pro- 
visions and  hope  for  your  favorable  consideration  of  some  simplifica- 
tion of  this  process. 

Now,  lastly,  social  work  manpower.  We  have  had  opportunity 
under  our  Federal  child  welfare  funds  to  engage  in  training  through 
the  processes  of  stipends  to  graduate  students.  Most  of  us  in  the 
States  have  added  some  substantial  amounts  at  the  State  level  to  this, 
but  even  in  spite  of  that  and  with  no  difficulty  whatsoever  in  obtaining 
high-quality  students  with  interest  in  the  training,  the  schools  of  social 
work  are  just  not  able,  do  not  have  the  capacity,  even  were  we  in  the 
position  to  provide  for  them  the  material,  to  provide  training  in  suffi- 
cient dimension  to  keep  anywhere  near  the  demand. 

Actually  we  circulated  to  our  welfare  administrators  last  year,  even 
though  the  Department  of  Health,  Education,  and  Welfare  has  a  great 
amount  of  material  on  this,  a  request  to  report  as  to  what  they  were 
seeing  as  their  principal  problem  in  this  whole  manpower  area,  and  we 
have  attached  to  our  paper,  which  we  would  also  like  to  have  entered 
into  the  record,  responses  from  several  of  these  individuals. 

All  throughout  those  responses  you  will  find  the  same  thread  of 
concern,  and  that  is  we  just  do  not  have  sufficient  training  capacity  in 
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this  country  in  the  field  of  social  work  to  keep  up  with  the  demands 
that  are  piling  up  for  people  of  this  qualification  in  this  field  of  serv- 
ice. And  with  the  millions,  the  many  millions,  of  public  funds  in- 
vested in  the  service  programs  and  in  people  through  the  processes 
here  of  public  assistance  and  related  programs,  it  seems  like  a  small 
venture  to  think  in  terms  of  some  investment  to  enlarge  our  training 
capability  so  that  we  can  improve  the  efficiency  in  these  areas. 

We,  like  all  other  businesses,  need  to  have  the  advantage  of  the  most 
highly  trained  and  competent  individuals,  and  it  is  just  as  important 
in  the  end  product  with  which  we  are  involved  as  it  is  in  any  other 
undertaking. 

So  we  again  urge  to  the  committee  this  idea  that,  in  addition  to 
investing  in  the  students,  we  also  make  an  investment  in  the'  capacity 
of  our  schools  of  social  work  in  this  country. 

In  the  area  of  child  welfare  where  we  did  have  one  of  our  earlier 
opportunities  to  do  training,  we  came  up  with  the  people  that  were  the 
most  highly  trained  at  the  time  of  the  1962  amendments,  and  it  was 
there  we  finally  had  to  turn  to  see  where  our  qualified  personnel  could 
be  located.  We  think  this  was  lesson  No.  1  in  what  happens  when 
these  programs  become  enlarged  and  when  the  staff  shortages  become 
acute. 

I  might  add  in  connection  with  child  welfare,  while  I  am  on  the 
subject  of  the  combination  of  financing  of  education  and  training  of 
these  people,  as  well  as  returning  again  to  the  point  of  Federal  fi- 
nancial assistance  and  the  cost  of  the  services,  I  would  like  to  add  one 
more  exhibit  to  the  record  which  is  the  one  titled,  "Financing  Public 
Child  Welfare  Services." 

Now,  Mr.  Chairman  and  members  of  the  committee,  this  covers  the 
main  points  I  had  in  mind  emphasizing.  We  do  have  our  full  length 
statements  which  I  chose,  as  I  indicated  earlier,  not  to  read  because 
of  its  length  and  I  would  like  you  to  know  that  I  and  my  associates 
sincerely  appreciate  this  opportunity.  We  are  aware  of  the  careful 
deliberations  of  this  committee  over  the  years  and  the  products  which 
I  think  has  come  from  it,  which  is  a  soundly  developed  basic  program 
in  this  area. 

What  I  do  think  we  must  do  now  is  be  sure  we  do  not  miss  the  op- 
portunities that  are  before  us  to  tool  up  for  the  1970's  and  this  is  where 
we  in  the  American  Public  Welfare  Association  stand.  We  see  this 
program  as  a  contribution  to  the  maintenance  of  the  individual  re- 
sponsibility and  the  productivity  of  America,  both  on  the  economic 
and  humanitarian  front,  not  as  something  that  tends  to  reduce  or 
in  some  way  diminish  individual  responsibility. 

I  thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Mr.  Schmidt,  we  thank  you  very  much  for  your 
statement.  The  material  you  referred  to  without  objection  will  be 
made  a  part  of  the  record. 

( The  information  referred  to  follows : ) 

Statement  of  Wilbur  J.  Schmidt,  Chairman,  National  Council  of  State 
Welfare  Administrators,  American  Public  Welfare  Association 

Summary  of  statement 

Testimony  deals  specifically  with  the  Public  Welfare,  Child  Health,  and  Social 
Work  Manpower  provisions  of  titles  II,  III,  and  IV  of  the  bill. 

The  Association  is  generally  supportive  of  these  proposals,  with  the  excep- 
tion of  the  Community  Work  and  Training  Amendments,  as  constituting  needed 
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next  steps  in  the  progression  of  legislative  measures  which  this  committee  has 
developed  for  the  improvement  of  the  public  welfare  programs. 
States  should  be  required  to  pay  full  budgeted  need  according  to  the  standards 
which  they  have  developed. 

If  it  is  necessary  to  place  a  limitation  on  federal  participation  in  title  XIX 
expenditures  in  behalf  of  the  medically  needy,  the  ceiling  of  150%  of  the  level 
of  cash  assistance  is  the  best  available  solution. 

Increased  federal  financial  participation  in  the  state  child  welfare  programs 
is  urgently  needed.  The  proposal  in  H.R.  5710  is  endorserd,  as  far  as  it  goes, 
but  it  is  not  enough.  The  Association  endorses  H.R.  1977  and  H.R.  5429,  spon- 
sored by  Mr.  Burke  and  Mr.  Gilbert,  of  this  Committee. 

The  Association  has  serious  reservations  with  respect  to  proposed  amend- 
ments to  the  Community  Work  and  Training  Program.  They  would  result  in 
unnecessary  complexities,  divided  responsibilities,  and  administrative 
duplication. 

Statement 

I  am  Wilbur  J.  Schmidt,  Director  of  the  Wisconsin  State  Department  of  Public 
Welfare.  I  am  pleased  to  have  the  opportunity  of  appearing  before  your  Com- 
mittee in  my  capacity  as  Chairman  of  the  National  Council  of  State  Public  Wel- 
fare Administrators  of  the  American  Public  Welfare  Association,  and  as  a  mem- 
ber of  the  Board  of  Directors  of  that  organization. 

The  APWA  is  the  national  organization  representing  the  field  of  public  wel- 
fare. Our  membership  consists  primarily  of  state  and  local  public  welfare 
agencies  and  individuals  working  or  having  an  interest  in  public  welfare  pro- 
grams. Through  representative  committees  and  the  Board  of  Directors  the 
Association  has  developed  a  statement  of  Federal  Legislative  Objectives,  which 
with  your  permission,  I  should  like  to  offer  for  inclusion  in  the  record  of  this 
hearing. 

Our  general  views  on  the  measures  that  are  needed  to  enable  the  public  wel- 
fare agencies  to  provide  adequate  programs  of  assistance  and  services  for  the 
present  and  future  periods  are  summarized  in  the  followed  points  which  we  sub- 
mitted in  1965  to  the  Advisory  Council  on  Public  Welfare : 

1.  The  federal-state  grant-in-aid  principle  is  basically  sound,  and  should  be 
retained. 

2.  Every  effort  should  be  made,  by  both  federal  and  state  governments,  to  bring 
assistance  payments  to  an  adequate  level. 

3.  Separate  categories  for  public  assistance  should  be  eliminated. 

4.  The  federal  government  should  participate  financially  under  a  single  match- 
ing formula  in  the  total  range  of  welfare  programs,  including  general  assistance, 
foster  care  for  children,  and  specialized  services  for  children  and  youth. 

5.  The  social  service  function  of  public  welfare  agencies  should  be  more  broadly 
defined  in  federal  law,  and  should  not  derive  its  authority  solely  from  the  public 
assistance  titles. 

The  President  of  our  Association,  Mr.  Fedele  F.  Fauri,  has  said :  "The  in- 
adequacies of  our  present  public  welf  are  system  are  ultimately  traceable  to  three 
primary  factors :  Financing,  multiplicity  of  programs  and  procedures,  and  man- 
power. The  major  recommendations  of  the  Advisory  Council  deal  with  the  diffi- 
culties associated  with  each  of  the  primary  factors,  within  the  context  of  an 
affirmation  of  national  responsibility  and  leadership.  The  resulting  pattern  of 
programs  and  services  would  create  a  strong,  dynamic  public  welfare  program 
adapted  to  the  realities  and  exigencies  currently  facing  our  society." 

These  and  other  related  measures  which  have  been  long  advocated  by  our  As- 
sociation are  embodied  in  the  1966  report  of  the  Advisory  Council  on  Public  Wel- 
fare, which  was  established  in  accordance  with  the  provisions  of  the  1962  public 
welfare  amendments.  After  thoughtful  consideration  we  find  the  Advisory  Coun- 
cil's recommendations  to  be  consistent  with  the  Association's  policy  positions,  and 
we  accordingly  commend  this  document  as  the  most  significant  statement  cur- 
rently available  containing  guidelines  for  the  future  development  of  the  public 
welfare  programs  in  the  nation.  My  comments  with  respect  to  the  legislative 
proposals  now  under  consideration  will  therefore  be  made  in  reference  to  this 
background. 

While  the  public  welfare  provisions  of  H.R.  5710  fall  short  of  the  comprehen- 
sive objectives  we  endorse,  in  the  main  they  are  steps  in  that  direction.  If  en- 
acted they  would  result  in  significant  improvements  in  the  effectiveness  and 
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adequacy  of  the  public  welfare  programs.  We  recommend  the  authorization  of 
a  more  comprehensive  basis  for  federal  financial  participation  in  the  child  wel- 
fare program  than  is  provided  for  in  the  administration  bill,  in  order  to  bring 
it  more  into  line  with  the  public  assistance  categories.  We  also  have  serious  res- 
ervations with  respect  to  the  proposed  changes  in  the  community  work  and  train- 
ing programs. 

I  should  like  first  to  comment  briefly  on  the  proposals  to  increase  the  levels  of 
social  security  benefits.  We  do  not  have  expert  knowledge  on  the  financing  or 
administration  of  the  social  security  system.  The  scope  and  adequacy  of  social 
security  coverage,  however,  does  have  a  direct  bearing  on  public  welfare  pro- 
grams, and  is  therefore  of  interest  to  us.  It  is  our  general  view  that  social  secur- 
ity coverage  and  benefit  levels  should  afford  adequate  protection  against  all  in- 
surable risks  to  family  and  individual  economic  security.  To  the  extent  possible, 
therefore,  social  security  is  the  preferable  means  for  underpinning  income,  and 
consequently  for  reducing  the  necessity  for  public  assistance. 

Public  assistance 

Great  progress  has  been  made  over  the  years  in  expanding  the  coverage  and 
improving  the  adequacy  of  public  assistance  payments.  However,  the  wide  dis- 
parities that  continue  to  exist  among  the  states  in  this  respect  constitute  the 
major  shortcoming  in  the  federal-state  public  assistance  system.  We  strongly 
support  the  establishment  of  a  federal  requirement  for  the  payment  of  the  full 
amount  of  need  as  determined  on  the  basis  of  a  reasonable  budget. 

In  principle  there  can  be  no  valid  objection  against  the  payment  of  the  full 
amount  of  need,  as  established  by  state  standards,  to  eligible  individuals  and 
families.  In  view  of  the  extent  of  federal  financial  participation  in  state  public 
assistance  programs,  and  the  federal  commitment  to  eliminate  poverty,  there  is  a 
sound  basis  for  this  to  be  established  as  a  federal  requirement. 

At  the  time  we  recognize  that  for  some  states  the  burden  of  meeting  full  need 
would  be  greater  than  they  can  reasonably  be  expected  to  bear.  If  they  are  to 
be  held  to  that  standard,  therefore,  it  will  be  necessary  to  provide  an  additional 
measure  of  financial  support  for  states  that  are  unable,  through  their  own  rea- 
sonable effort,  to  meet  this  standard.  The  authorization  of  special  grants  to  as- 
sist those  states  in  meeting  these  costs  is  both  fair  and  necessary. 

Public  assistance  programs  are  often  criticized  for  being  bound  up  in  so 
many  inflexibilities  and  limitations  that  the  declared  objectives  of  prevention 
and  rehabilitation  are  nullified.  It  is  claimed  that  a  family  must  break  up  in 
order  to  be  eligible  for  AFDC,  and  that  the  deduction  of  all  earned  income 
stifles  initiative. 

The  bill  contains  a  number  of  provisions  designed  to  overcome  some  of  these 
limitations  and  to  provide  the  states  with  a  wider  range  of  resources  to  fortify 
their  efforts  in  prevention  and  rehabilitation. 

Our  legislative  objectives  state:  "Reasonable  exemptions  of  earned  income 
as  an  incentive  to  employment  should  be  established  on  a  uniform  basis  for  all 
persons  in  need  of  assistance  without  regard  to  categories."  The  exemption  of  a 
portion  of  earned  income  in  determining  need  is  a  sound  and  constructive  measure. 
As  the  President  has  pointed  out,  the  deduction  of  a  dollar  of  assistance  for 
every  dollar  earned  amounts  to  a  100%  tax  on  earned  income.  No  one  expects 
people  who  are  self-supporting  to  be  highly  motivated  in  such  circumstances 
and  it  is  not  realistic  to  expect  more  from  those  who  are  receiving  assistance.  A 
partial  exemption  can  lend  encouragement  to  gain  experience  that  may  ulti- 
mately enable  an  individual  to  become  self-supporting.  It  is  just  as  important 
to  allow  for  an  exemption  of  the  earnings  of  a  parent  in  an  AFDC  family  as  for 
the  children,  and  we  recommend  the  adoption  of  this  provision. 

The  authorization  of  federal  participation  in  assistance  for  unemployed  par- 
ents should  be  continued  on  a  permanent  basis.  Those  states  that  have  included 
this  feature  in  their  plans  have  found  it  to  be  a  constructive  measure,  and  we 
believe  it  will  become  more  widely  adopted  if  it  is  made  permanent.  The  need  of 
the  substantial  number  of  families  who  are  covered  by  this  provision  is  as  genuine 
as  that  of  the  other  eligible  groups.  Of  perhaps  equal  importance  is  that  it 
eliminates  the  pressures  otherwise  inherent  in  the  AFDC  program  that  result 
from  the  denial  of  assistance  if  an  unemployed  father  remains  in  the  home. 

We  support  the  proposal  for  federal  financial  participation  for  migratory 
workers.  This  group  is  too  often  cut  off  from  the  protection  and  assistance 
available  to  others,  while  in  many  instances  their  needs  are  the  greatest. 
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We  support  the  proposal  to  authorize  federal  matching  on  the  title  XIX 
formula  for  money  payments  to  assistance  recipients  to  pay  for  care  in  their 
own  homes  or  in  appropriate  institutions  other  than  skilled  nursing  homes.  This 
plan  would  give  the  states  the  option  of  obtaining  the  same  rate  of  federal 
matching  for  whatever  type  of  care  is  most  suitable  to  the  individual  circum- 
stances of  a  recipient  of  Old-Age  Assistance,  Aid  to  the  Blind,  or  Aid  to  the 
Disabled.  It  would  remove  the  question  of  which  alternative  is  financially  the 
most  advantageous  for  federal  matching. 

All  possible  encouragement  should  be  given  to  the  search  for  ways  to  improve 
the  organization,  operation,  and  services  of  the  public  welfare  programs.  The 
authorization  of  $2  million  a  year  to  support  pilot  and  demonstration  projects 
has  proved  to  be  a  most  useful  and  effective  device.  An  increased  authorization, 
as  requested,  would  yield  even  greater  returns.  These  expenditures  do  not 
actually  represent  increases  in  the  overall  costs  of  the  program.  Rather,  they 
represent  the  same  money,  used  under  more  flexible  rules,  in  order  to  try  out 
new  methods. 

I  wish  to  add  a  word  with  reference  to  the  limitations  that  apply  to  federal 
financial  participation  in  the  public  welfare  programs  of  Puerto  Rico,  the 
Virgin  Islands  and  Guam.  We  are  aware  that  there  are  special  factors  involved 
in  federal  grants  to  these  jurisdictions.  The  fact  remains,  however,  that  the 
levels  of  assistance  which  they  are  able  to  maintain  under  existing  provisions 
fall  far  below  any  reasonable  test  of  adequacy.  As  a  matter  of  national  policy, 
an  effort  should  be  made  to  remedy  this  situation.  We  recommend  that  some 
measure  be  devised  to  enable  these  territories  to  bring  their  assistance  payments 
more  in  line  with  the  needs  of  the  recipients. 

Medical  assistance 

The  medical  assistance  program  under  title  XIX,  despite  some  complexities 
that  have  arisen  with  respect  to  financing,  is  meeting  its  promise  as  a  major  step 
in  the  direction  of  making  comprehensive  and  good  quality  medical  care  avail- 
able to  recipients  of  public  assistance  and  to  the  medically  needy.  We  are  well 
aware  of  the  Comittee's  concern  that  some  means  must  be  found  for  placing 
limits  on  federal  expenditures  in  behalf  of  the  medically  needy  group.  If  the 
Committee  finds  a  measure  of  this  kind  is  necessary,  we  urge  that  nothing  be 
done  that  would  impose  any  specific  dollar  limits  on  state  programs,  or  that 
would  otherwise  impair  the  open-end  basis  for  federal  matching,  which  is  the 
cornerstone  of  the  present  federal-state  system  of  public  assistance. 

We  speak  in  support  of  the  proposal  now  before  you  in  H.R.  5710,  which  would 
restrict  eligibility  for  medical  assistance  to  individuals  and  families  whose 
incomes  do  not  exceed  the  state  standards  for  cash  assistance  by  more  than 
fifty  percent.  This  would  offer  a  simple  and  yet  effective  formula  for  setting 
reasonable  limits  on  federal  participation  in  state  medical  assistance  expendi- 
tures, and,  at  the  same  time,  it  would  preserve  intact  the  open-end  principle, 
which  has  always  been  based  on  formulas  rather  than  fixed  dollar  amounts.  It 
would  also  serve  to  maintain  a  balance  between  levels  for  cash  assistance  and 
medical  assistance.  This,  of  course,  could  mean  raising  the  level  of  cash  assist- 
ance in  one  state  as  well  as  holding  down  the  level  of  medical  assistance  in 
another.  But  since  both  programs  are  based  on  need  there  is  an  obvious  relation- 
ship that  should  be  held  in  some  kind  of  balance.  Ordinarily  this  will  be  satis- 
factorily accomplished  by  the  states  as  they  develop  their  own  program  plans. 

We  are  not  able  to  say  that  the  proposed  ratio  will  prove  to  be  the  right  one 
in  every  instance.  We  expect  ttyis  can  only  be  learned  by  experience.  But  as 
far  as  we  can  discover  it  appears  that  this  ratio  would  not  require  significant 
changes  in  any  present  state  programs.  In  any  case,  each  state  would  continue 
to  determine  for  itself  the  overall  level  of  cash  and  medical  assistance  to  be 
maintained  for  its  own  recipients. 

We  know  of  no  state  that  would  have  serious  objections  to  this  proposal,  or 
that  would  be  prevented  thereby  from  maintaining  an  adequate  medical  assist- 
ance program!  On  the  other  hand,  we  have  heard  of  no  alternative  proposal 
that  would  not  meet  with  strong  objections,  if  not  on  the  basis  of  anticipated 
reductions  in  federal  payments,  at  least  on  the  basis  of  principle. 

Thus,  we  are  pleased  to  commend  the  present  proposal  as  the  best  available 
solution  to  a  difficult  situation. 

We  support  the  proposal  to  establish  an  advisory  council  on  medical  assistance. 
We  also  agree  that  consumer  interests  should  be  well  represented.  However, 
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we  think  there  might  be  a  question  as  to  whether  the  remaining  ten  positions 
give  enough  spread  to  include  representation  of  the  various  health  professions 
and  services. 

Community  work  and  training 

We  have  serious  reservations  with  respect  to  the  proposal  in  Section  204  of 
H.R.  5710,  which  would  transfer  to  the  Secretary  of  Labor  the  responsibility 
for  maintaining  and  operating  work  and  training  projects  for  persons  aged  16 
and  over  who  are  recipients  of  Aid  to  Families  with  Dependent  Children.  We 
recommend  that  the  existing  authority  under  title  IV,  sec.  409  of  the  Social 
Security  Act,  (AFDC),  be  continued  as  it  is,  with  the  added  provision  for  federal 
participation  in  the  costs  of  project  supervision,  materials,  and  associated  costs 
as  proposed  in  the  present  bill. 

Public  Welfare  agencies  are  frequently  criticized  for  failing  to  provide  services 
designed  to  prevent  dependency  and  to  help  recipients  of  assistance  to  become 
self-supporting.  If  this  is  true  it  is  not  due  to  a  lack  of  recognition  or  motivation 
on  the  part  of  the  welfare  agencies.  Until  very  recently  the  public  welfare 
agencies  have  not  been  provided  with  the  authority  or  resources  necessary  to 
undertake  many  of  these  needed  services.  Over  the  years,  however,  they  have 
looked  to  other  agencies  that  might  be  better  equipped  to  offer  such  services  as 
employment  training  and  counseling  and  placement  that  would  meet  the  special 
needs  of  persons  who  are  unable  to  compete  for  jobs  because  they  are  unskilled 
and  inexperiened  and  perhaps  illiterate.  For  the  most  part,  however,  the  welfare 
agencies  were  unsuccessful  in  their  quest  from  other  sources  for  the  specialized 
kind  of  services  required  to  bring  these  severely  disadvantaged  people  up  from 
the  "bottom  of  the  barrel." 

When  the  1962  public  welfare  amendments  were  being  formulated  the  public 
welfare  agencies  were  consulted  and  they  endorsed  the  proposal  which  was 
enacted  as  the  Community  Work  and  Training  Programs.  Some  difficulty  was 
experienced  in  putting  these  programs  into  operation  because  of  the  costs  of 
supervision  and  equipment  that  had  to  be  met  entirely  from  state  and  local  funds. 
Even  so,  a  number  of  such  programs  were  undertaken,  and  in  some  states  special 
legislation  was  enacted  to  cover  these  costs,  without  any  federal  matching. 

The  value  of  work  and  training  programs  for  public  assistance  recipients  was 
further  recognized  in  the  Economic  Opportunity  Act,  which  was  passed  in  1964. 
Through  title  V  of  that  Act,  provision  was  made  for  the  states  and  localities  to 
receive  full  federal  funds  for  training,  supervision,  and  equipment.  With  this 
kind  of  financial  support  the  states  have  had  the  needed  resources  to  design  and 
operate  title  V  projects  with  strong  training  components.  The  public  welfare 
agencies  have  responded  well,  and  projects  are  now  in  operation  in  all  states  but 
one.  They  are  beginning  to  show  good  results  in  enabling  the  long-term,  hard- 
core unemployed  to  enter  the  labor  market  and  to  become  self-supporting. 

In  1966,  however,  new  complications  were  introduced,  when  title  V  of  the 
Economic  Opportunity  Act  was  completely  rewritten,  so  that  effective  July  1  of 
this  year  the  arrangement  will  be  that  Congress  will  appropriate  funds  to  OEO, 
which  will  then  transfer  the  funds  to  HEW,  which  will  then  reimburse  the 
Department  of  Labor  for  providing  training  services  under  a  new  title  of  the 
Manpower  Development  and  Training  Act.  Since  the  Department  of  Labor  does 
very  little  training  of  its  own,  it  must  in  turn  purchase  training  services  from 
still  other  agencies  or  contractors,  which  to  a  substantial  extent,  will  be  through 
arrangement  with  the  Office  of  Education  of  HEW. 

Moreover,  the  funds  available  for  the  title  V  projects  for  the  current  fiscal  year 
have  been  cut  back,  just  when  the  program  was  getting  well  established,  in  order, 
as  we  understand  it,  to  make  room  for  the  new  "critical  impact"  (Kennedy- 
Javits)  programs,  which  are  also  to  be  administered  by  the  Labor  Department. 

Now,  in  H.R.  5710,  it  is  proposed  that  a  Community  Work  and  Training  Pro- 
gram under  the  Social  Security  Act  be  "established  and  maintained  by  the  Secre- 
tary of  Labor."  The  Department  of  Labor  would  have  first  option  to  select  the 
areas  in  which  it  would  operate  projects.  The  welfare  department  would  be  per- 
mitted to  operate  projects  in  other  areas  of  the  state  if  the  Secretary  of  Labor 
certifies  that  it  is  impracticable  for  him  to  do  so.  Presumably  the  Department 
of  Labor  could  thus  exercise  a  veto  on  any  state  welfare  project  simply  by  with- 
holding such  certification. 

Some  states  now  have  legislation  of  their  own  to  enable  them  to  cooperate  with 
the  federal  government  in  conducting  community  work  and  training  projects. 
Would  the  Labor  Department  now  decide  whether  the  state  could  operate  any  of 
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these  projects,  and  if  so,  which  ones?  Would  the  Labor  Department  decide 
where  the  state's  percentage  of  materials  and  supervision  costs  would  be  com- 
mitted? 

From  this  bill  it  is  not  clear  to  us  who  is  going  to  be  responsible  for  putting 
up  the  10  percent  state  matching  for  the  costs  of  materials  and  supervision. 
We  wonder  whether  the  state  welfare  departments  will  be  expected  to  ask  their 
legislatures  for  these' funds  for  the  Labor  Department's  projects. 

It  is  perfectly  clear,  however,  where  the  Labor  Department  will  get  its  fed- 
eral funds.  It  will  be  through  a  pipeline  to  the  authorizations  under  sec.  409  and 
the  proposed  new  section  410  of  the  AFDC  title  of  the  Social  Security  Act.  It 
is  less  clear  to  us,  however,  how  much  control  the  Secretary  of  HEW  will  have 
over  how  much  he  must  "transfer  from  time  to  time"  to  the  Secretary  of  Labor 
"to  enable  him  to  carry  out  the  purposes  of  section  410." 

We  are  aware  that  the  Department  of  Labor  believes  it  should  have  respon- 
sibility for  all  manpower  training  programs,  and  in  principle  we  do  not  object. 
However,  the  people  who  are  enrolled  in  the  community  work  and  training  pro- 
grams require  a  wide  range  of  coordinated  and  supportive  social  services  of 
which  the  actual  job  training  is  often  only  one  part.  This  means  that  the  wel- 
fare agency  should  maintain  a  continuing  relationship  with  these  people  until 
they  are  employed  regardless  of  who  provides  the  job  training.  The  present 
proposal  would  inevitably  result  in  parallel  administrative  networks  at  all  levels 
of  government — federal,  state  and  local — one  for  the  welfare  agencies  and  one 
for  the  Labor  Department.  Then  coordinating  machinery  and  procedures  would 
have  to  be  set  up  at  all  levels.  In  addition  to  that  there  is  now  the  complicated 
three-way  responsibility  for  administering  the  Economic  Opportunity  title  V 
program  which  involves  OEO,  HEW,  and  Labor.  We  can  only  hope  that  this 
will  not  be  cited  as  one  more  example  of  overlapping  and  confusion  in  the  public 
welfare  programs. 

The  responsibility  of  the  public  welfare  agencies  for  managing  the  work  and 
training  programs  has  been  limited  and  divided  in  a  number  of  ways.  We  could 
not  get  full  federal  funding  for  our  own  training  programs,  but  we  got  it 
through  OEO,  along  with  their  control  of  policy.  Then  beginning  next  July  the 
Labor  Department  will  take  over  training  responsibility  for  title  V.  Now  it  is 
proposed  that  Labor  operate  the  training  programs  for  unemployed  parents, 
but  the  bill  will  be  paid  from  AFDC  funds.  The  public  welfare  agencies,  how- 
ever, will  continue  to  carry  ultimate  responsibility  for  providing  assistance  and 
social  services  for  the  individuals  and  families  who  are  to  receive  this  training. 
We  are  concerned  that  the  interests  of  these  individuals  and  families  will  be- 
come fragmented  among  the  unresolved  jurisdictions  and  objectives  of  three 
federal  administrative  agencies  and  two  legislative  committees  in  each  house 
of  Congress.  The  public  welfare  agencies  also  find  it  frustrating  to  be  asked 
to  develop  these  programs,  only  to  have  them  taken  away  when  they  begin  to 
show  signs  of  success. 

With  reference  to  the  OEO  programs,  the  President's  budget  (p.  132)  says: 
"The  Work  Experience  program  (title  V)  for  needy  adults,  now  run  jointly  by 
the  Departments  of  Labor  and  Health,  Education,  and  Welfare,  will  be  reduced 
in  1968  and  gradually  replaced  by  an  expanded  community  work-training  pro- 
gram under  new  legislation  for  public  assistance  recipients." 

We  ask  that  this  projected  plan  be  carried  out  through  the  existing  section 
409  (AFDC)  with  the  added  authority  to  pay  the  costs  of  materials  and  super- 
vision, as  can  now  be  done  through  OEO  title  V.  We  ask  that  the  welfare  agen- 
cies be  given  sole  responsibility  for  this  single  program  at  all  levels,  including 
responsibility  to  utilize  the  resources  of  Labor  and  OEO,  and  others,  as  needed 
and  as  may  be  feasible.  If  that  is  not  possible,  we  recommend  that  the  welfare 
agencies  at  all  levels  be  relieved  of  their  responsibilities,  financial  as  well  as 
operational,  for  the  work  and  training  programs.  It  would  then  be  our  hope  that 
the  specialized  training  services  needed  by  persons  now  served  by  the  Economic 
Opportunity  Act,  title  V,  and  the  AFDC  sec.  409  programs,  would  be  maintained 
by  the  Department  of  Labor,  or  some  other  agency,  and  that  they  would  be 
freely  and  readily  available  for  persons  referred  by  the  welfare  agencies. 

Child  welfare  services 

The  bill  proposes  to  authorize  federal  payment  of  75  percent  of  that  part  of 
the  state  expenditures  for  salaries  and  training  of  child  welfare  personnel 
which  represents  an  increase  above  the  present  level  of  state  expenditures  for 
those  purposes.  This  would  bring  to  the  states  a  greatly  needed  measure  of  en- 
couragement and  support  for  their  efforts  to  build  up  their  child  welfare  services. 
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At  the  same  time,  however,  I  have  the  responsibility  to  report  to  the  Committee 
that  an  even  greater  degree  of  federal  financial  participation  is  needed  in  order 
to  enable  the  public  child  welfare  agencies  to  discharge  the  responsibilities  that 
are  placed  upon  them.  The  provisions  that  more  realistically  meet  demands  of 
today  are  embodied  in,  the  identical  bills  H.R.  1977  and  H.R.  5429,  sponsored  by 
Mr.  Burke  and  Mr.  Gilbert  of  this  Committee. 

In  brief,  these  bills  provide  for  federal  matching  at  a  flat  75  percent  for  costs 
of  all  salaries  and  training  of  child  welfare  personnel,  and  variable  matching 
ranging  from  50  to  83  percent  for  all  other  purposes,  such  as  day  care,  foster 
care,  and  administration.  There  is  nothing  really  original  or  startling  in  this 
proposal.  It  would  simply  place  the  method  of  financing  child  welfare  services 
on  an  equal  footing  with  the  public  assistance  categories,  which  we  believe  is 
fully  justified.  This  measure  has  been  carefully  studied  by  our  Association  and 
by  public  welfare  agencies  throughout  the  country,  it  is  fair  to  say  that  it  is 
supported  by  a  more  broadly  based  and  urgently  felt  consensus  than  any  other 
proposed  child  welfare  legislation  in  our  experience.  This  is  not  a  sudden  reac- 
tion. These  proposed  provisions  represent  the  culmination  of  a  number  of  care- 
fully considered  recommendations  that  have  been  put  forward  over  a  period  of 
years.  They  are  quite  similar  to  the  recommendations  contained  in  the  1959 
report  of  the  Advisory  Council  on  Child  Welfare  Services,  which  was  authorized 
by  the  1958  Social  Security  Amendments.  They  are  also  reflected  in  a  statement 
on  "Financing  Public  Child  Welfare  Services,"  which  was  endorsed  by  our  As- 
sociation last  year,  based  upon  a  two-year  study  by  our  Committee  on  Services 
for  Children  and  Youth.  Mr.  Chairman,  with  your  permission  I  offer  this  state- 
ment for  inclusion  in  the  record. 

The  public  child  welfare  service  programs  are  responsible  for  providing  a  wide 
range  of  social  services  for  children  and  their  parents.  While  these  services  are 
not  a  part  of  the  public  assistance  programs,  to  a  very  large  extent  they  are  con- 
cerned with  children  from  low  income  groups  who  are  the  victims  of  such  hazards 
and  disadvantages  as  neglect,  abuse,  abandonment,  family  conflict,  illness,  per- 
sonality disorders  and  mental  illness.  The  methods  and  resources  utilized  by 
the  child  welfare  agencies  include  care  in  foster  families  and  institutions,  place- 
ment for  adoption,  day  care  for  children  of  working  mothers,  homemaker  services 
(which  provide  help  in  the  home  during  illness  of  parents  or  other  emergencies), 
protective  services  for  children  who  are  neglected  or  abused,  arrangement  for 
specialized  medical  or  mental  health  services,  and  family  counseling.  Child 
welfare  workers  also  enlist  the  help  and  cooperation  of  other  agencies  in  behalf 
of  the  children  they  are  serving,  such  as  churches,  schools,  courts,  physicians, 
hospitals,  police,  probation  and  parole,  and  many  others. 

I  am  sure  you  will  agree  that  these  services  are  of  fundamental  importance. 
Unfortunately  they  have  never  been  adequately  supported  or  developed,  and 
with  the  burgeoning  social  problems  of  today  we  are  now  faced  with  the  neces- 
sity of  catching  up  in  one  large  step. 

The  initial  purpose  of  the  child  welfare  grants  was  to  provide  funds  to  stimu- 
late the  development  of  state  and  local  services.  For  that  reason  the  authoriza- 
tion was  placed  in  the  maternal  and  child  welfare  title  of  the  Social  Security 
Act.  Included  in  the  same  title  is  the  authorization  for  grants  for  Maternal 
and  Child  Health  and  for  Crippled  Children's  Services.  Collectively,  these  au- 
thorizations under  title  V  of  the  Act  have,  in  our  estimation,  produced  as  great 
a  return,  dollar  for  dollar,  as  any  grant-in-aid  program  that  the  federal  gov- 
ernment has  undertaken. 

A  number  of  state  "children's  bureaus"  and  other  public  child  welfare  pro- 
grams had  been  in  existence,  in  various  stages  of  development,  prior  to  1936 
when  the  federal  grants  first  became  available.  One  of  the  effects  of  these 
grants  was  that  the  existing  state  child  welfare  programs  were  given  a  clearer 
definition  and  identity,  and  in  states  where  they  had  not  existed  before  they  were 
then  established.  Usually  they  were  placed,  together  with  the  federally  aided 
public  assistance  programs,  in  the  state  departments  of  public  welfare.  With 
the  exceptions  of  Kentucky  and  Illinois  that  pattern  continues  to  prevail 
throughout  the  states. 

The  authorizations  and  appropriations  have  increased  substantially  over 
the  years.  For  the  first  full  fiscal  year — 1937 — the  appropriation  was  about  $1.37 
million  and  for  the  current  fiscal  year  it  is  $46  million.  The  fact  is.  however, 
that  the  amounts  of  these  funds  bear  no  direct  relationship  to  the  size  of  the 
problem  or  the  needs  of  the  states.    Today  the  states  are  spending  on  the  order 
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of  $400  million  per  year  on  their  child  welfare  programs,  of  which  federal  funds 
account  for  roughly  10  percent. 

The  authorizing  language  says  that  these  funds  are  to  assist  the  states  in 
establishing,  extending,  and  strengthening  child  welfare  services,  which  they 
most  certainly  have  done.  But  the  program  has  not  been  designed  to  carry  a 
proportionate  share  of  the  ongoing  cost  of  state  operations.  In  fact,  until  1958 
the  law  actually  restricted  the  use  of  these  funds  by  states  to  areas  predomi- 
nantly rural  and  areas  of  special  need,  and  the  amount  allocated  to  a  state  was 
determined,  not  on  the  basis  of  its  child  population,  but  on  the  basis  of  its  rural 
child  population.  The  removal  of  these  restrictions  has  enhanced  the  effective- 
ness of  the  federal  grants  in  stimulating  the  states  to  extend  and  strengthen 
their  programs.    But  much  remains  to  be  done. 

The  Children's  Bureau  deserves  a  great  deal  of  credit  for  encouraging  the 
states  to  strive  for  high  standards  of  professional  competence  in  their  child 
welfare  programs.  -  A  substantial  portion  of  these  funds  has  been  used  to  pay 
for  the  professional  education  of  social  workers  employed  in  the  public  child 
welfare  agencies.  As  a  result  of  this  policy  the  child  welfare  programs  have 
built  up  a  corps  of  professionally  qualified  personnel  in  every  state,  which,  al- 
though far  too  small,  constituted  for  many  years  the  great  majority  of  the  pro- 
fessionally qualified  personnel  in  the  state  and  local  public  welfare  agencies. 
In  fact,  when  the  public  assistance  programs  began  to  tool  up  to  implement  the 
social  service  provisions  of  the  1962  welfare  amendments,  and  needed  qualified 
staff  in  a  hurry,  the  quickest  place  they  could  get  them  was  from  the  child  wel- 
fare services.  Many  of  the  supervisors  and  administrators  now  in  charge  of 
the  public  assistance  service  programs  were  trained  with  child  welfare  funds. 

The  definition  of  child  welfare  services  in  the  federal  statute  is  a  model  of 
excellence,  and  is  a  sound  basis  for  developing  an  adequate  program.  It  provides 
room  for  flexibility  and  innovation  without  the  rigid  requirements  that  some- 
times inhibit  the  operation  of  service  programs.  Because  of  chronic  and  severe 
staff  shortages,  however,  it  has  too  often  been  necessary  for  the  child  welfare 
agencies  to  devote  most  of  their  time  and  efforts  to  emergency  situations — "the 
baby  on  the  doorstep" — with  the  result  that  their  activities  have  been  involved 
to  a  disproportionate  extent  in  the  placement  of  children  for  foster  care  and 
adoption.  And  even  these  services  must  at  times  be  carried  out  with  too  much 
haste.  Many  children  now  in  foster  homes  could  be  returned  to  their  own  fami- 
lies if  the  time-consuming  counseling  services  were  available  to  assist  in  restor- 
ing domestic  stability.  And  many  other  foster  home  placements  could  have  been 
averted.  At  the  same  time  there  is  the  paradox  of  not  having  enough  suitable 
foster  family  homes  available,  in  part,  or  at  least  because  of  not  enough  staff 
time  to  seek  them  out  and  not  enough  money  to  pay  adequate  rates. 

The  federal  act  also  requires  a  state  to  make  a  satisfactory  showing  that  it  is 
"extending  the  provision  of  child  welfare  services  in  the  state,  with  priority 
being  given  to  communities  with  the  greatest  need  for  such  services  after  giving 
consideration  to  their  relative  financial  need,  and  with  a  view  to  making  avail- 
able by  July  1,  1975,  in  all  political  subdivisions  of  the  state,  for  all  children  in 
need  thereof,  child  welfare  services  provided  by  the  staff  (which  shall  to  the 
extent  feasible  be  composed  of  trained  child-welfare  personnel)  of  state  public 
welfare  agency  or  of  the  local  agency  participating  in  the  administration  of  the 
plan  in  the  political  subdivision." 

We  can  say  with  confidence  that  the  state  and  local  public  welfare  agencies 
are  wholly  in  accord  with  this  objective,  and  will  commit  their  resources,  as  they 
are  able,  to  its  attainment.  It  is  said  that  one-third  of  the  counties  do  not  now 
have  the  services  of  a  full-time  child  welfare  worker,  and  that  only  one-sixth 
of  all  child  welfare  workers  have  social  work  degrees.  But  those  figures  do 
not  tell  the  whole  story,  because  one  full-time  worker  is  a  meaningless  standard 
of  measurement.  In  a  small  rural  county  it  might  well  be  adequate,  but  in 
an  urban  center  it  is  only  a  little  better  than  nothing.  So  the  actual  population 
coverage  today  is  probably  more  like  one-fourth  than  two-thirds,  which  means 
there  is  still  a  long  way  to  go  to  meet  the  1975  dead-line  for  state-wide  coverage  of 
services. 

The  federal  participation  currently  pays  for  about  10  percent  of  the  cost  of 
state  and  local  child  welfare  programs.  The  federal  standards  for  1975  would 
cost  a  great  deal  more  than  the  present  program  level,  but  according  to  the  exist- 
ing authorization  there  would  by  no  means  be  a  proportionate  increase  in  the 
federal  contribution.    On  the  basis  of  the  existing  and  currently  projected  levels 
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of  federal  financial  participation,  these  standards,  however  desirable,  are  more 
in  the  nature  of  federal  hopes  than  federal  requirements.  We  are  not  objecting 
to  the  standards.  We  strongly  support  them,  and  we  believe  that  most  states 
would  make  an  effort  to  attain  them  regardless  of  the  level  of  federal  support. 
But  the  states  need  much  more  help  than  they  are  now  getting. 

We  most  assuredly  do  not  oppose  the  increased  federal  financial  participation 
in  child  welfare  services  as  proposed  in  H.R.  5710.  Asl  have  indicated  earlier, 
(his  would  result  in  genuine  improvements  in  the  public  child  welfare  programs. 
But  we  also  feel  responsible  for  presenting  to  you  the  facts  and  program  needs  as 
we  see  them.  We  sincerely  commend  to  you  the  larger  step  as  being  urgently 
needed  and  fully  justified. 

Child  health 

I  wish  to  express  a  special  word  of  commendation  in  behalf  of  the  group  of 
related  proposals  to  expand  and  improve  health  services  for  children  of  low- 
income  families,  and  for  increasing  the  authorization  for  funds  for  training  pro- 
fessional personnel  for  these  specialties. 

Although  we  have  greatly  extended  our  health  care  programs,  we  realize  all 
too  well  that  health  problems  of  children  from  low-income  backgrounds  too  often 
are  not  only  untreated,  but  undetected.  The  existing  programs,  such  as  the 
Crippled  Children's  Services,  the  Maternal  and  Child  Health  Services,  and 
Medical  Assistance,  have  the  capability  of  providing  or  making  available  these 
needed  services.  It  is  therefore  sound  and  proper  to  build  them  up,  as  this 
legislation  proposes  to  do.  These  expanded  programs  are  needed  not  only  for 
their  humanitarian  purposes,  but  also  because  they  are  prudent  measures  for  the 
prevention  of  dependency  in  future  generations. 

Social  work  manpower  and  training 

We  endorse  the  proposed  program  of  grants  to  schools  of  social  work. 

Public  welfare  agencies  are  faced  with  a  critical  shortage  of  the  qualified  per- 
sonnel needed  to  carry  out  their  assigned  responsibilities.  At  the  same  time  the 
graduate  schools  of  social  work  are  operating  at  the  limits  of  their  capacities, 
and  there  are  not  enough  undergraduate  schools  offering  courses  in  social  work 
to  meet  more  than  a  fraction  of  the  needs  of  the  agencies.  As  matters  now  stand 
the  demands  for  even  greater  numbers  of  trained  personnel  will  increase  at  a 
greater  rate  than  the  capacities  of  the  schools. 

The  chief  concern  of  the  public  welfare  agencies  is  that  the  personnel  shortage 
stands  in  the  way  of  the  full  implementation  of  the  social  service  provisions 
which  were  established  by  the  1962  Public  Welfare  Amendments.  We  regard 
those  amendments  as  the  most  important  sipgle  legislative  step  that  has  been 
taken  to  improve  and  strengthen  the  federal-state  public  welfare  system.  State 
and  local  agencies  are  aware  of  the  far-reaching  possibilities  of  these  provisions 
and  are  seriously  working  toward  their  fulfillment. 

Public  welfare  agencies,  however,  have  always  been  afflicted  with  a  dearth  of 
professionally  qualified  personnel.  Following  the  enactment  of  the  1962  amend- 
ments they  moved  to  overcome  these  shortages  in  a  number  of  ways,  one  of 
which  was  to  greatly  increase  the  number  of  stipends  for  the  professional  training 
of  staff.  But  many  other  fields,  both  governmental  and  private,  are  also  compet- 
ing more  keenly  than  ever  for  personnel.  One  result  is  that  the  graduate  schools 
are  now  generally  filled  up,  and  authorizing  more  stipends  too  often  results  in 
more  names  on  the  waiting  lists  of  the  schools  instead  of  more  trained  workers. 

Steps  are  being  taken  to  enlarge  the  graduate  schools  and  to  start  new  ones,  as 
well  as  to  add  more  social  work  training  courses  in  the  undergraduate  schools. 
But  the  needs  are  so  great  that  existing  financial  resources  can  only  partially 
meet  them,  and  there  are  no  present  indications  that  the  situation  will  be  signifi- 
cantly relieved  without  new  sources  of  funds. 

The  federal  government  is  making  a  major  investment  in  social  service  pro- 
grams, not  only  through  public  assistance,  but  also  in  such  fields  as  mental 
health,  mental  retardation,  vocational  rehabilitation,  health  services,  child 
welfare,  juvenile  delinquency,  and  corrections.  In  a  very  real  sense  the  return 
on  this  investment  is  in  jeopardy  because  of  the  lack  of  a  sufficient  number  of 
personnel  qualified  to  carry  out  these  programs.  Therefore  this  proposed  legisla- 
tion should  be  regarded  as  a  measure  to  facilitate  the  attainment  of  these  program 
objectives. 

We  recognize  that  the  manpower  problems  of  one  special  field,  such  as  public 
welfare,  cannot  be  solved  in  isolation  from  other  competing  fields.    All  of  the 
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employers  are  fishing  in  the  same  manpower  pool.  But  the  needs  of  the  public 
welfare  agencies  are  particularly  critical,  and  since  most  of  the  legislative  base 
for  their  programs  is  in  the  Social  Security  Act,  it  is  desirable  that  these  training 
funds  also  come  from  that  source.  Moreover,  we  assume  that  these  funds  would 
be  administered  by  the  Welfare  Administration,  which  is  the  agency  most  closely 
associated  with  both  the  public  welfare  agencies  and  the  schools  of  social  work. 

We  recognize,  too,  that  the  amount  of  funds  that  would  be  authorized  by  this 
proposed  measure  would  not  in  itself  solve  the  manpower  shortage.  But 
this  amount  would  be  of  inestimable  value  in  stretching  the  capacity  of  existing 
facilities,  in  giving  an  added  boost  to  new  schools  that  are  trying  to  get 
started,  and  in  getting  more  social  work  content  into  the  undergraduate  cur- 
riculum. These  funds  would  be  especially  useful  in  hiring  additional  teachers 
and  in  paying  the  costs  for  expanded  field  training  positions. 

The  manpower  needs  in  social  welfare  have  been  studied  by  the  Department 
of  Health,  Education  and  Welfare,  and  by  the  Council  on  Social  Work  Educa- 
tion. We  do  not  have  any  additional  statistics  or  documentation  based  upon 
formal  studies.  A  few  months  ago,  however,  we  invited  the  administrators 
of  state  departments  of  public  welfare  to  submit  a  brief  statement  on  their 
personnel  requirements  and  to  comment  on  the  need  from  their  viewpoint  for 
a  program  of  grants  along  the  lines  of  the  !  present  proposal.  Even  though 
we  already  knew  the  results  and  recommendations  of  the  various  studies  and 
reports  that  had  been  completed,  we  were  deeply  impressed  by  the  tone  of 
urgency,  supported  by  solid  background  infonpation,  which  marked  the  replies 
we  received.  We  have  compiled  pertinent  excerpts  from  these  letters,  represent- 
ing nearly  half  the  states.  Since  this  compilation  gives  concrete  examples 
of  actual  situations  in  the  states  I  believe  it  would  be  useful  to  the  Committee 
in  considering  this  proposal.  With  your  permissions  I  offer  this  document  for 
inclusion  in  the  record. 

My  foregoing  "comments  are  based  largely  on  information  obtained  from  these 
letters.  They  emphasize  again  and  again  that  the  social  service  programs  of 
the  public  welfare  agencies  are  being  held  back  because  of  personnel  shortages. 
Some  of  the  comments  would  also  appear  to  indicate  that  the  routine  statistics 
may  not  tell  the  full  story.  In  some  states,  for  example,  positions  that  should 
actually  require  graduate  professional  training  are  listed  as  requiring  only  an 
undergraduate  degree  because  they  recognize  that  professionally  qualified  people 
cannot  be  found.  Some  needed  positions  have  simply  been  dropped  from  the 
staffing  plans  because  it  is  unrealistic  to  expect  that  they  can  be  filled.  This 
suggests  that  if  the  number  of  available  personnel  were  to  be  increased,  some 
states  would  list  even  more  vacancies  than  they  now  show. 

We  believe  that  a  program  of  grants  to  schools  of  social  work,  as  envisioned 
in  this  bill,  would  make  an  effective  contribution  toward  relieving  the  present 
critically  limited  resources  for  training  of  personnel  for  public  welfare  agencies. 

Conclusion 

Mr.  Chairman,  on  behalf  of  the  American  Public  Welfare  Association  I  wish 
to  express  appreciation  to  you  and  this  Committee  for  the  opportunity  of 
appearing  before  you.  Through  a  long  series  of  progressive  and  constructive 
steps  this  Committee  has  followed  a  continuing  course  of  improving  and 
strengthening  the  legislative  base  for  the  public  welfare  programs.  We  be- 
lieve that  the  major  features  of  H.R.  5710,  with  the  exceptions  we  have  noted, 
are  the  proper  next  steps  in  this  progression.  [ 


Federal  Legislative  Objectives  1967,  American  Public  Welfare  Association 

(Prepared  by  a  special  ad  hoc  committee,  approved  by  the  Board  of  Directors, 

December  8,  1966) 

PREAMBLE 

The  highest  purpose  of  a  democracy  is  to  promote  and  safeguard  the  well-being 
of  its  people.  This  is  best  realized  by  assuring  for  each  individual  a  fair  oppor- 
tunity to  fulfill  his  potentialities  and  aspirajtions  and  the  means  for  living  in 
decency  and  dignity. 

This  freedom  of  opportunity  has  been  maintained  for  the  great  majority  of 
Americans  while  at  the  same  time,  this  has  become  the  first  nation  with,  the  re- 
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sources  required  to  protect  all  of  its  people  from  the  scourge  of  poverty.  By- 
firm  resolve  and  intelligent  utilization  of  all  resources,  the  opportunity  can  also 
become  a  reality  for  all  to  achieve  their  fullest  potential  and  to  contribute  as 
they  are  able  to  the  general  welfare.  And  for  those  who  are  less  able  there  can 
be  the  assurance  of  an  adequate  share  of  the  fruits  of  the  nation's  abundance. 

Public  welfare  is  a  principal  instrument  of  the  people,  through  their  govern- 
ment, for  facilitating  more  equitable  opportunity  for  participation  by  all  in  the 
social  and  economic  benefits  now  enjoyed  by  the  majority.  The  present  scope 
of  public  welfare  programs  is  a  reflection  of  the  gaps  in  the  social  and  economic 
fabric  of  the  nation.  It  is  essential  to  the  well-being  and  security  of  the  nation 
that  increased  emphasis  be  placed  upon  all  measures  to  prevent  social  problems, 
especially  in  families  whose  income  is  inadequate  for  the  needs  of  their  children. 
Such  measures  must  include  the  elimination  of  racial  and  religious  discrimina- 
tion and  the  development  of  full  and  unrestricted  opportunity  for  employment 
at  a  suitable  wage.  It  must  also  include  full  and  unrestricted  opportunity  for 
adequate  housing,  education,  social  insurance,  and  medical  care. 

The  American  Public  Welfare  Association,  while  focusing  in  this  document 
on  federal  legislative  action  needed  for  the  fulfillment  of  the  commitments  of 
public  welfare,  holds  the  following  positions  which  are  basic  to  the  continued 
development  of  an  effective  system  for  securing  and  protecting  the  basic  rights 
of  people. 

A.  Effective  measures  should  be  maintained  to  promote  and  protect  the  eco- 
nomic security  of  individuals  and  families. 

1.  Full  employment  at  adequate  wages  should  be  the  goal  for  all  persons 
who  are  employable  and  whose  services  are  not  required  in  the  home. 

2.  Social  insurance  programs  should  be  improved  and  expanded  to  afford 
adequate  protection  against  all  insurable  risks  to  family  and  individual  eco- 
nomic security. 

3.  There  should  be  study  and  action  to  develop  a  national  plan  for  ade- 
quate income  maintenance  for  individuals  and  families  whose  economic 
security  cannot  be  protected  through  full  employment  or  social  insurance. 

B.  Solving  human  problems,  promoting  social  competence  and  shaping  the  com- 
munity in  ways  that  produce  satisfying  and  happy  family  life  are  complex  under- 
takings. These  efforts  require  the  expertise  of  many  disciplines  and  the  deep 
involvement  of  a  wide  variety  of  governmental  and  voluntary  agencies  and  of 
individual  citizens.  Public  welfare,  charged  with  heavy  responsibilities  for  help- 
ing people  and  communities  solve  and  prevent  problems,  has  a  continuing  close 
contact  with  people  in  trouble.  Public  welfare  has  developed  specialized  knowl- 
edge and  skills  in  its  relation  to  these  people.  But  public  welfare  does  not  repre- 
sent the  only  resource  for  solving  complex  family  and  social  problems.  There- 
fore, public  welfare  must  join  with  other  governmental  and  private  agencies  in 
providing  appropriate  leadership  to  marshall  the  resources  for  developing  the 
social  and  economic,  environmental  and  community  resources  essential  to  the 
full  and  satisfying  participation  of  all  people  in  society. 

C.  Discrimination  in  housing,  education,  and  employment  on  account  of  race, 
creed,  color  or  national,  origin  violates  the  principles  of  a  democracy.  Discrim- 
ination creates  ugly  slums  and  ghettos,  substandard  schools,  depressed  income, 
and  all  of  their  consequent  results  which  contribute  to  family  and  individual 
breakdown.  Discrimination  must  be  attacked  through  legislative,  administra- 
tive, and  educational  efforts.  In  addition,  continued  study  of  methods  for  better 
community  planning  must  be  pursued. 

D.  Citizen  understanding,  interest,  support  and  participation  are  vital  for  the 
fullest  development  of  public  welfare  programs.  Special  emphasis  should  be 
given  to  the  involvement  of  those  people  who  are  the  consumers  of  public  wel- 
fare services. 

E.  Federal,  state,  and  local  units  of  government  all  have  important  roles  as 
partners  in  achieving  basic  social  benefits  for  all  people  through  public  welfare 
programs. 

1.  All  governmental  jurisdictions  must  cooperate  in  providing  the  leader- 
ship and  the  professional,  technical,  and  auxiliary  personnel  so  essential  in 
carrying  out  their  respective  responsibilities. 

2.  The  states  and  their  subdivisions  have  the  primary  responsibility  for 
developing  and  administering  effective  public  welfare  programs,  including  a 
broad  spectrum  of  services. 

3.  The  federal  government  has  the  obligation  to  develop  nationwide  goals, 
guides  and  standards  for  program  content,  to  use  its  constitutional  taxing 
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power  to  equalize  the  financing  of  public  welfare,  and  to  assure  an  adequate 
minimum  standard  of  income  maintenance  and  services  throughout  the 
nation. 

4.  All  units  of  government  have  the  obligation  to  plan,  develop,  and  ad- 
minister their  programs  consistent  with  the  principle  of  public  welfare  as 
a  right. 

F.  Public  welfare  programs  must  be  made  more  comprehensive  and  flexible 
than  is  possible  through  a  rigid  categorization  of  people  and  programs  in  order 
to  meet  the  needs  of  individuals,  families,  and  communities  for  : 

1.  Comprehensive  community-wide  social  services  for  all  individuals, 
families,  children  and  youth,  irrespective  of  their  need  for  financial  aid. 

2.  Financial  assistance  for  all  who  need  it,  irrespective  of  whether  avail- 
able social  services  are  requested  or  provided. 

3.  Comprehensive  medical  assistance  for  all  families  and  individuals  who 
are  without  means  to  provide  adequately  for  their  own  medical  care. 

G.  Public  welfare  programs  must  be  based  on  humanitarian  concern  for  all 
individuals  and  families.  Therefore,  these  programs  should  be  administered  in 
such  a  way  as  to  insure  in  practice  that  the  rights,  dignity,  responsibility,  and 
independence  of  people  are  respected,  and  that  social  services  and  financial  and 
medical  assistance  are  universally  available  and  readily  accessible,  without 
regard  to  race,  color,  creed,  national  origin,  residence,  settlement,  citizenship,  or 
circumstances  of  birth. 

The  specific  objectives  which  follow  represent  long-range  and  interim  goals 
based  on  these  basic  positions  and  the  recognition  of  public  welfare's  responsibili- 
ties in  relation  to  the  families  and  individuals  who  seek  its  help  in  preserving 
family  life ;  arranging  for  needed  substitute  care  and  protection,  especially  for 
children  and  the  aged ;  providing  health  services  and  the  other  specialized  services 
required  in  addition  to,  or  in  lieu  of,  financial  assistance. 

PUBLIC  WELFARE  PROGRAMS 

Scope  of  Program 

A  comprehensive  nationwide  program  of  social  guarantees,  with  nationwide 
standards  set  by  the  federal  government,  should  be  established.  This  program 
should  require  that  adequate  financial  aid  and  social  services  be  available  to  all 
who  need  and  desire  them  as  a  matter  of  right. 

In  the  interim — 

1.  The  consequences  of  economic  dependency  and  social  disaster  are  not  re- 
stricted to  persons  in  arbitrarily  established  categories.  The  comprehensive 
nature  of  public  welfare  responsibility  should  therefore  be  recognized  through 
federal  grants-in-aid  for  assistance  for  all  needy  persons. 

2.  Federal  financial  aid  should  be  available  to  assist  states  in  carrying  out 
public  welfare  responsibility  for  preventive,  protective,  and  rehabilitative  services 
to  all  who  require  them,  irrespective  of  financial  need,  including  grants  for  com- 
prehensive state-wide  planning. 

3.  States  should  have  the  option  to  administer  federal  funds  for  assistance  and 
services  by  categories,  by  a  combination  of  two  or  more  of  the  present  categories, 
or  by  a  single  comprehensive  program  covering  all  needy  persons. 

4.  One  of  the  serious  obstacles  to  the  attainment  of  the  objectives  of  public  wel- 
fare programs  for  prevention  of  dependency  and  the  restoration  of  the  dependent 
to  self-sufficiency  is  the  lack  of  qualified  personnel.  In  order  to  reduce  this 
deficiency  the  existing  educational  resources  must  be  expanded  and  new  ones 
established.  It  is  clear  that  this  can  be  attained  only  through  substantial  federal 
support. 

5.  The  money-payment  principle  has  proved  an  efficient  and  constructive  method 
of  providing  assistance  to  needy  people  and  should  be  preserved. 

6.  All  public  welfare  programs  in  which  the  federal  government  participates 
financially  should  be  administered  by  a  single  agency  at  the  local,  state,  and 
federal  level. 

7.  Legal  services  are  essential  in  assuring  the  fundamental  rights  inherent  in 
public  welfare.  Federal  financial  aid  should  be  available  in  order  to  provide 
comprehensive  legal  services  for  people  with  limited  income. 

8.  Provision  should  be  made  for  federal  financial  participation  in  costs  of 
short-term  or  emergency  assistance  extended  on  the  presumptive  determination 
of  eligibility  pending  full  verification. 
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9.  Reasonable  exemptions  of  earned  income  as  an  incentive  to  employment 
should  be  established  on  a  uniform  basis  for  all  persons  in  need  of  assistance 
without  regard  to  categories. 

10.  In  all  welfare  programs  in  which  the  federal  government  participates 
financially  the  imposition  of  the  following  should  be  prohibited:  (a)  any 
citizenship  requirement:  (b)  any  "legal  settlement"  or  duration  of  residence 
requirement ;  (c)  any  lien  provision  or  other  requirement  which  exacts  from  any 
person,  during  his  lifetime  or  the  lifetime  of  his  surviving  spouse  and  minor  or 
otherwise  handicapped  children,  involuntary  repayment  for  any  assistance  legally 
paid  to  him;  and  (d)  any  requirements  for  relatives'  financial  responsibility, 
except  that  of  parents  for  a  minor  child  and  spouse  for  spouse. 

11.  The  legal  status  of  a  child's  birth  or  the  suitability  of  the  home  environ- 
ment should  not  be  a  factor  in  determining  eligibility  for  AFDC.  If  such  cir- 
cumstances are  detrimental  to  the  well-being  of  any  child,  they  should  be  dealt 
with  through  appropriate  social  services  and  judicial  processes  on  the  same  basis 
for  all  persons  regardless  of  the  need  for  financial  assistance. 

12.  Federal  financial  participation  for  comprehensive  medical  assistance  should 
be  available  for  all  medically  needy  individuals. 

13.  Federal  financial  participation  in  AFDC  should  be  increased  to  a  level  that 
will  enable  all  states  to  provide  an  adequate  standard  of  assistance.  Extension 
of  this  program  to  include  needy  families  with  an  unemployed  parent  should  be 
mandatory  in  all  states. 

14.  The  interstate  placement  of  children  in  family  homes  for  permanent  care 
or  adoption  should  be  regulated  by  federal  statute. 

15.  There  should  be  established  within  the  Welfare  Administration  one  con- 
solidated program  for  the  prevention,  treatment,  and  control  of  juvenile 
delinquency. 

16.  Federal  financial  participation  should  be  available  to  the  states  for  assist- 
ance to  needy  disabled  persons  without  regard  to  any  age  requirement  or  any 
requirement  that  a  disability  be  permanent  and  total. 

17.  Services  for  the  aged  should  be  financed  through  a  grant-in-aid  system  of 
subsidy  to  the  states  providing  for  mandated  minimum  social  services  for  the 
elderly  throughout  each  state,  without  reference  to  financial  need. 

18.  The  federal  government  should  participate  financially  in  the  costs  of  state 
and  local  emergency  welfare  services  in  natural  as  well  as  man-made  disasters. 

19.  Federal  law  should  require  the  establishment  and  maintenance  of  state 
standards  of  health  and  safety  for  housing  rented  to  assistance  recipients. 

20.  Work  opportunities  at  prevailing  wages,  not  competitive  with  regular  jobs 
in  private  or  public  employment,  and  with  other  appropriate  safeguards  to  pro- 
tect the  health  and  dignity  of  the  worker  should  be  available  to  persons  for  whom 
jobs  cannot  be  found  and  whose  continued  unemployment  contributes  directly  to 
a  need  for  public  assistance.  Such  work  should,  where  appropriate,  provide 
training  and  be  directed  toward  the  preservation  or  development  of  work  skills. 

Financing  Adequate  Programs 

Essential  to  the  financing  of  adequate  and  comprehensive  programs  is  a 
uniform  and  simple  plan  for  federal-state  sharing  in  costs  of  all  public  welfare 
programs,  including  the  programs  in  Puerto  Rico,  the  Virgin  Islands  and  Guam. 
The  plan  should  provide  for  equitable  and  reasonable  fiscal  effort  among  states 
and  should  recognize  the  relative  fiscal  capacity  of  the  federal  and  state 
governments. 

In  the  interim — 

21.  The  continuation  of  the  federal  open-end  authorization  is  essential  to  a 
sound  state-federal  fiscal  partnership  in  all  aspects  of  public  assistance.  Since  it 
is  not  possible  to  predict  accurately  the  incidence  and  areas  of  need,  flexibility 
and  comprehensiveness  are  necessary  in  financing  public  assistance  programs. 

22.  Federal  participation  in  public  assistance  should  be  authorized  at  a  level 
sufficient  to  assure,  for  all  needy  individuals,  adequate  standards  of  maintenance 
and  comprehensive  medical  care. 

23.  In  order  to  achieve  proper  and  efficient  administration  of  public  welfare 
programs,  adequate  and  qualified  personnel  is  indispensable.  Federal  financial 
participation  in  administrative  costs  must  be  increased.  In  addition,  separate 
formulas  for  reimbursement  of  services  and  administration  should  be  eliminated. 
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24.  Federal  reimbursement  of  administrative  costs  should  be  extended  to  cover 
the  purchase  or  construction  of  public  welfare  office  buildings. 

25.  Federal  aid  for  public  welfare  should  be  on  the  same  basis  for  Puerto 
Rico,  the  Virgin  Islands,  and  Guam  as  for  other  jurisdictions.  The  annual 
dollar  limitations  on  federal  participation  for  these  jurisdictions  should  be 
removed  without  further  delay. 

26.  Provisions  should  be  made  for  federal  matching  of  costs  of  administration, 
services  and  foster  care  in  state  and  local  child  welfare  service  programs,  in- 
cluding services  for  the  prevention,  treatment,  and  control  of  juvenile  delin- 
quency, on  a  basis  comparable  to  the  matching  now  available  in  public  assistance. 
In  the  meantime,  the  full  amounts  authorized  for  Child  Welfare  Services  under 
Title  V,  part  3,  of  the  Social  Security  Act  should  be  appropriated. 

SOCIAL  INSUEANCE  PROGRAMS 

Broadening  the  scope  of  coverage,  liberalizing  the  benefits,  and  extending 
coverage  to  additional  insurable  risks  are  essential  if  the  social  insurance 
programs  are  to  fulfill  adequately  their  primary  function  of  underpinning  income. 

In  the  interim — 

Social  Security 

27.  The  federal  social  insurance  program  should  be  strengthened.  Among  the 
needed  improvements  are:  (a)  making  benefit  payments  more  adequate,  espe- 
cially those  based  on  low  wage  levels,  which  frequently  result  in  need  for 
supplementation  through  public  assistance ;  ( b )  providing  for  automatic  adjust- 
ment of  the  level  of  benefits  in  accordance  with  the  cost  of  living;  (c)  keeping 
the  amount  of  earnings  creditable  for  contribution  and  benefit  purposes  in  line 
with  current  earning  levels;  (d)  broadening  the  scope  of  disability  insurance 
protection  to  include  the  extension  of  coverage  to  survivors  and  disability  bene- 
ficiaries under  the  health  insurance  programs;  and  (e)  extending  coverage  to 
earners  and  their  dependents  still  excluded.  To  the  extent  that  changes  to 
improve  the  OASDI  program  increase  its  costs,  the  income  to  the  system  should 
be  increased  to  insure  its  continued  financial  integrity. 

Unemployment  Insurance 

28.  The  Unemployment  Insurance  program,  as  a  basic  method  of  meeting  the 
income-maintenance  needs  of  unemployed  people,  should  be  strengthened.  Among 
the  needed  improvements  are:  (a)  establishing  federal  standards  which  would 
assure  more  adequate  benefit  payments,  including  benefits  for  dependents;  (b) 
extension  of  coverage  to  earners  still  excluded;  (c)  provision  for  a  minimum 
duration  of  benefits;  (d)  provision  for  more  equitable  eligibility  conditions; 
(e)  provisions  for  less  restrictive  disqualification  requirements;  and  (f)  an 
increase  in  the  amount  of  earnings  creditable  for  contribution  and  benefit 
purposes  in  line  with  current  earning  levels. 

There  should  be  federal  provision  on  a  permanent  basis  for  extended  benefits 
during  any  period  of  extended  unemployment. 

Other  Social  Insurance 

29.  The  federal  government  should  provide  leadership,  funds,  and  research 
in  order  to  give  more  effective  aid  to  the  states  in  the  improvement  of  state 
workmen's  compensation  programs.  Study  should  be  given  to  ways  of  improv- 
ing and  extending,  on  a  sound  social  insurance  basis,  temporary  disability  insur- 
ance benefits  and  workmen's  compensation  programs,  with  emphasis  on  plan- 
ning for  effective  medical  care  and  vocational  rehabilitation. 

PLANNING,  RESEARCH,  AND  DEMONSTRATION 

30.  The  federal  goverment  should  provide  continuing  leadership  and  adequate 
funds  for  research  and  demonstration,  for  special  projects  directed  toward  the 
reduction  of  dependency  and  the  strengthening  of  family  life,  and  for  the 
development  of  social  indicators  and  other  methods  of  measurement  of  social 
progress. 

31.  The  Welfare  Administration  should  maintain  a  national  social  welfare 
research  center  for  collecting  data,  conducting  research,  disseminating  informa- 
tion and  providing  national  stimulation  and  leadership  in  developing  new  knowl- 
edge of  human  needs  and  resources. 


850 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


32.  The  federal  government  should  provide  leadership,  funds,  and  research  for 
the  promotion  of  health  and  the  prevention  of  sickness  and  disability  contribut- 
ing to  dependency.  Federal  health  programs  should  establish  guides  to  en- 
courage and  enable  state  and  local  health  departments  to  make  a  more  effective 
contribution  to  broad  programs  of  preventive  health  services  and  physical 
restoration. 

33.  The  amounts  authorized  for  maternal  and  child  health  and  crippled  chil- 
dren's services  should  be  increased  and  provision  should  be  made  for  aid  to  other 
handicapped  children. 

34.  Public  welfare  has  a  responsibility  to  assure  that  comprehensive  rehabili- 
tative services  are  made  available  to  persons  who  require  them.  Adequate 
funds  should  be  available  to  public  welfare  agencies  to  carry  out  their  responsi- 
bility to  restore  individuals  to  self -care  and  to  strengthen  family  life. 

35.  To  prevent  eligible  individuals  from  being  deprived  of  vocational  rehabili- 
tation services,  such  services  should  be  strengthened  so  that  all  vocationally 
handicapped  persons  who  present  reasonable  possibilities  of  attaining  a  voca- 
tional objective  would  be  served.  States  should  be  permitted  to  designate  the 
state  agency  which  can  most  effectively  administer  the  vocational  rehabilitation 
program. 

36.  The  substantial  progress  which  has  been  made  in  federal  legislation  for 
the  mentally  ill  and  the  mentally  retarded  should  be  projected  further  through 
sound  and  timely  implementation,  and  with  adequate  financial  support. 

37.  Federal  programs  should  provide  more  effective  aid  to  help  meet  the  needs 
of  migratory  workers  and  their  families. 

38.  There  must  be  bold  and  innovative  measures  for  improving  the  quality  of 
life  in  the  nation's  cities,  including  the  expansion  and  strengthening  of  programs, 
for  the  renewal  and  revitalization  of  blighted  areas  and  for  providing  adequate 
housing  for  low-income  families.  Close  coordination  must  be  maintained,  how- 
ever, between  the  physical  construction  and  restoration  programs  and  the  social 
services.  Therefore,  the  public  welfare  programs  should  be  enabled  to  deal 
more  comprehensively  and  flexibly  with  urban  social  problems. 


Financing  Public  Child  Welfare  Services 
(american  public  welfare  association) 

(This  policy  statement  was  developed  and  approved  by  the  Committee  on  Services 
for  Children  and  Youth,  December,  1965  and  adopted  by  the  Board  of  Direc- 
tors, June  13,  1966) 

"Provisions  should  be  made  for  Federal  matching  of  costs  of  administration 
and  services  in  state  and  local  child  welfare  services  programs,  including  the 
costs  of  maintenance  in  foster  care  of  all  children  requiring  such  care,  on  a  basis 
comparable  to  the  matching  now  available  in  public  assistance." — APWA  Fed- 
eral Legislative  Objectives,  1966. 

Prior  to  the  1962  Amendments,  Federal  grants  under  Title  V,  Part  3,  of  the 
Social  Security  Act  were  available  for  the  limited  purposes  of  "establishing,  ex- 
tending and  strengthening"  services  "for  the  protection  and  care  of  homeless, 
dependent  and  neglected  children,  and  children  in  danger  of  becoming  delin- 
quent." Now,  under  the  1962  Amendments  to  Title  V,  Part  3,  Federal  grants 
are  available  to  assist  the  states  in  the  development  of  comprehensive  programs 
of  child  welfare  services. 

PROVISIONS  OF  THE  1962  AMENDMENTS  FOR  CHILD  WELFARE  SERVICES 

Specifically,  the  1962  Amendments  provide  that  such  grants  are  to  be  used  for 
providing  ".  .  .  social  services  which  supplement,  or  substitute  for,  parental 
care  and  supervision  for  the  purpose  of  1 )  preventing  or  remedying,  or  assisting 
in  the  solution  of  problems  which  may  result  in  the  neglect,  abuse,  exploitation 
or  delinquency  of  children;  2)  protecting  and  caring  for  homeless,  dependent  or 
neglected  children  ;  3)  protecting  and  promoting  the  welfare  of  working  mothers  ; 
and  4)  otherwise  protecting  and  promoting  the  welfare  of  children,  including  the 
strengthening  of  their  own  homes  where  possible  or,  where  needed,  the  provision 
of  adequate  care  of  children  away  from  their  own  homes  in  foster  family  homes 
or  day  care  or  other  child  care  facilities."    (Sec.  528).    The  basic  legislation 
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in  regard  to  "establishing,  extending  and  strengthening"  services  still  pertains, 
but  the  definition  of  the  children  to  be  served  has  been  broadened  and  made 
more  specific  by  the  new  definition  of  public  child  welfare  services.  Moreover, 
greater  responsibilities  have  been  placed  on  state  agencies  in  "establishing,  ex- 
tending and  strengthening"  child  welfare  services. 

CONDITIONS  OF  ELIGIBILITY  FOR  FEDERAL  CHILD  WELFARE  SERVICE  FUNDS 

The  1962  Amendments  to  Title  V,  Part  3,  impose  new  and  ambitious  conditions 
of  eligibility  for  Federal  child  welfare  funds,  as  follows : 

1.  Services  are  to  be  provided  in  all  political  subdivisions  of  the  state  by  1975. 
In  extending  these  services,  priority  is  to  be  given  to  communities  with  the 
greatest  need  for  such  service,  after  giving  consideration  to  their  relative  financial 
need. 

2.  Services  are  to  be  "for  all  children  in  need  thereof"  requiring  an  aggressive 
approach  in  locating  and  determining  children  and  families  in  need  of  child 
welfare  services. 

3.  The  services  to  be  provided,  as  indicated  by  the  new  definition,  must  be 
comprehensive  in  nature,  directed  toward  strengthening  the  child's  own  home 
where  possible,  or  when  this  is  not  possible,  providing  a  variety  of  substitute 
living  situations  to  meet  the  individual  needs  of  children  who  must  live  away 
from  their  own  parents. 

4.  Services  are  to  be  provided  to  the  extent  feasible  by  trained  child  welfare 
personnel. 

LIMITATION  OF  FEDERAL  FUNDS  FOR  CHILD  WELFARE  SERVICES 

A  statutory  limitation  of  $60  million  for  the  fiscal  year  ending  June  30,  1970, 
and  for  each  succeeding  fiscal  year,  is  imposed  on  the  amount  of  Federal  child 
welfare  services  funds  which  may  be  appropriated  by  Congress  for  distribution 
on  a  matching  formula  to  the  states.  Presently  the  expenditures  of  state  and 
local  funds  for  child  welfare  services  are  estimated  to  be  in  excess  of  $246 
million.1 

To  achieve  the  program  goals  envisioned  by  the  express  terms  of  the  1962 
Amendments,  the  Federal  government  must  shift  the  nurpose  of  its  grant  pro- 
gram from  that  of  stimulating  state  effort  to  that  oi  contributing  to  the  total 
cost  of  the  public  program  of  child  welfare  services  in  a  manner  equal  or  com- 
parable to  the  Federal  grant  for  aid  and  services  to  needy  families  with  children 
(AFDC). 

FEDERAL  SHARE  IN  THE  AFDC  PROGRAM 

Under  Section  403,  Title  IV,  of  the  Social  Security  Act,  the  1962  Amendments 
increased  the  Federal  share  in  the  cost  of  providing  services  in  the  AFDC  pro- 
gram from  50  to  75  percent.  States  can  now  receive  three  Federal  dollars  for 
each  state  dollar  spent  to  provide  comprehensive  social  services,  such  as  :  social 
group  work,  homemaker  services,  care  by  foster  families,  medical  and  legal  con- 
sultation, vocational  education.  It  is  proposed  that  Congress  enact  similar  pro- 
visions for  Federal  grants  for  child  welfare  services. 

THE   ADVISORY   COUNCIL'S  RECOMMENDATION 

Convinced  that  the  Federal  grant  system  should  be  extended,  the  Advisory 
Council  on  Child  Welfare  Services  in  its  report  of  December  28,  1959,  to  the 
Secretary,  U.S.  Department  of  Health,  Education,  and  Welfare,  and  to  the  Con- 
gress, recommended  that — 

The  Federal  government  pay  part  of  the  total  cost  of  public  child  welfare 
services  of  each  state  and  other  cooperating  jurisdictions  through  Federal  grants- 
in-aid  on  a  variable  matching  basis,  with  provisions  for  an  open-end  appropria- 
tion, and  with  continuing  encouragement  to  establishing,  extending  and  strength- 
ening of  such  service. 

The  statutory  provision  for  an  open-end  appropriation  should  be  formulated 
in  such  a  way  as  to  assure  that  there  would  be  no  decrease  of  a  particular  state's 
expenditure  of  state  or  local  money  for  child  welfare  services  as  determined  by 
the  fiscal  year  1960  or  some  other  base  year. 


1  Department  of  Health,  Education,  and  Welfare.  Welfare  Administration.  Children's 
Bureau,  Fact  Sheet — Services  for  Children,  How  Title  V  of  Social  Security  Act  Benefits 
Children,  1964. 
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The  foregoing  was  the  only  one  of  the  Advisory  Council's  15  recommendations 
that  was  not  subsequently  implemented.  However,  it  is  noteworthy  that  much 
of  the  reasoning  offered  for  the  recommendation  found  its  way  into  the  sub- 
stance of  the  1962  Amendments.  The  Council  pointed  out,  for  example,  that  a  new 
Federal:state  partnership  in  financing  was  necessary  in  order  that  the  states 
could  develop  and  expand  comprehensive  services  and  so  that  the  Federal  gov- 
ernment could  encourage  equalization  of  services  within  and  between  states 
and  provide  a  basis  for  overall  program  standards.  As  already  indicated,  the 
1962  Amendments  affirmed  these  necessities  but  ignored  the  corollary  that  the 
Federal  government  should  carry  joint  responsibility  with  the  states  for  the 
necessary  financing. 

PRESENT    SERVICES   AND  PATTERNS    OF  FINANCING 

An  examination  of  the  extent  of  child  welfare  services  in  the  states  today 
and  the  varied  patterns  of  financing  them  confirms  the  1959  report  of  the  Advisory 
Council : 

There  is  a  wide  variation  in  the  extent  to  which  states  have  organized  to  pro- 
vide the  specialized  services  within  the  definition  mandated  by  the  1962  Amend- 
ment. The  reasons  for  these  variations  include  the  state's  history  and  traditions 
in  serving  its  children,  its  philosophy  of  state-local  responsibility,  the  part  played 
by  voluntary  agencies,  the  economic  situation  and  tax  base,  and  the  extent  of 
citizen  involvement  in  public  policy  issues.2 

The  rate  of  children  receiving  child  welfare  services  from  state  and  local  public 
child  welfare  services  ranges  from  Michigan's  11  per  10,000  child  population,  to 
184  per  10,000  child  population  in  the  District  of  Columbia.3 

Most  states  estimate  that  only  from  one-fourth  to  one-half  of  the  children  known 
or  estimated  to  be  in  need  of  services  are  receiving  them.4  Since  about  750,000 
of  the  nation's  64  million  children  under  18  years  are  currently  being  served,5 
the  total  number  of  children  potentially  in  need  of  service  can  be  estimated  to 
range  from  one  and  one  quarter  to  three  million. 

Lack  of  adequate  financing  has  resulted  in  some  states  having  poor  foster  care 
and  in  others  having  none  at  all. 

Problems  of  state  legislation  for  child  welfare  financing  include  lack  of  specific 
statutory  base  for  financing  child  welfare  services  apart  from  other  services ;  a 
statutory  base  for  direct  services  but  not  for  administration ;  no  identification  of 
funds  for  child  welfare  m  the  appropriation  act,  or  no  statutory  base  or  appro- 
priation of  state  funds  for  locally  administered  public  child  welfare  agencies.6 
Similar  problems  characterize  local  financing  for  child  welfare  services.7 

Enormous  discrepancies  in  the  proportion  of  state  and  local  sharing  in  the  costs 
of  child  welfare  services  and  in  per  capita  expenditures  clearly  demonstrate  the 
differences  in  the  quality  and  quantity  of  child  welfare  services  being  given  by 
the  states. 

Percentage  distributions  range  from  Alabama's  40.4  percent  Federal  funds,  59.6 
percent  state  funds  and  no  local  funds ;  to  Ohio's  5.9  percent  Federal  funds,  1.4 
percent  state  funds  and  92.7  percent  local  funds.8  Per  capita  expenditures  varv 
from  47  cents  in  Idaho  and  Texas  to  $11.12  in  the  District  of  Columbia.9 

SHIFT  IN  STATES'  PROPORTION  OF  FINANCING 

Emerging  from  this  welter  of  discrepancies,  however,  are  identifiable  trends 
in  providing  services  and  in  financing.  State  plans  show  acceptance  of  public 
welfare's  responsibility  to  extend  its  range  of  services  and  to  serve  more  and  more 
children  in  need.  Except  for  appropriations  states  in  all  instances  now  have  an 
adequate  legal  base  for  extending  services  in  terms  of  the  1962  Amendment 
mandate. 


2  Department  of  Health,  Education,  and  Welfare,  Welfare  Administration,  Children's 
Bureau,  Goals,  Problems  and  Progress  in  Child  Welfare,  Child  Welfare  Report  No.  13,  1964. 
p.  19. 

3  Department  of  Health,  Education,  and  Welfare.  Welfare  in  Review,  Statistical  Supple- 
ment ( Washington,  D.C.  :  Government  Printing  Office,  1964),  p.  28. 

4  Goals,  Problems  and  Progress,  op.  cit.,  p.  20. 

5  Welfare  in  Review  (July  1963),  pp.  10-16. 
0  Goals,  Problems  and  Progress,  op.  cit. 
•Ibid.,  p.  26. 

8  Welfare  in-Review,  Statistical  Suplement,  1964.  op.  cit..  p.  29.  ■ 

9  Child  Welfare  Statistics  (Series  No.  751,  Children's  Bureau,  Welfare  Administration 
(Washington,  D.C. :  Department  of  Health,  Education,  and  Welfare,  1963). 
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Within  a  recent  ten  year  period 10  Federal,  state  and  local  expenditures  for 
public  child  welfare  services  more  than  doubled  : 


[In  millions  of  dollars] 


Fiscal  year 

Total 

Federal  funds 

State  funds 

Local  funds 

1953  

120.3 
267.8 

7.4 
26.1 

46.3 
135.8 

66.6 
105.9 

1963  

In  terms  of  percentage,  one  can  more  easily  see  the  decided  changes  in  source 
of  funds  over  the  past  ten  years. 

[Percent] 

Fiscal  year 

Federal  funds 

State  funds 

Local  funds 

1953  

6.2 
9.8 

38.4 
50.7 

55.4 
39.5 

1963  

There  has  been  almost  a  reversal  in  the  child  welfare  financing  roles  of  state 
and  local  authorities.  While  on  the  average  the  state  now  bears  the  greater 
proportion  of  financing,  there  can  be  little  or  no  expectation  of  any  great  gains 
from  this  shift.  It  is  the  position  of  most  states  that  additional  funds,  particu- 
larly in  the  areas  of  welfare  and  education,  must  come  from  the  Federal 
government. 

SUGGESTED  MEANS  FOR  OBTAINING  NECESSARY  FUNDS 

Several  alternatives  for  gaining  the  Federal  funds  necessary  to  achieve  the 
program  objectives  mandated  by  the  1962  Amendments  have  been  suggested. 

One  such  approach  would  be  to.  identify  services  such  as  homemaker  service 
and  foster  care  as  Child  Welfare  Services  and  seek  additional  Federal  financing 
for  them.  Another  would  be  to  secure  Federal  matching  for  fully  trained  child 
welfare  staff,  or  perhaps  for  certain  categories  of  fully  trained  staff;  for  ex- 
ample, child  welfare  supervisors.  A  more  comprehensive  suggestion  calls  for 
Federal  matching  at  50  percent  across  the  board  for  services  and  75  percent 
for  services  provided  by  professionally  qualified  staff.11  Of  these  suggestions,  only 
the  last  mentioned  holds  any  hope  of  meeting  the  need. 

VALUE  IN  THE  CURRENT  METHOD  OF  FEDERAL  CHILD  WELFARE  SERVICE  GRANTS 

Even  though  the  current  method  of  Federal  grants  to  states  for  child  welfare 
services  will  not  result  in  the  needed  services,  these  grants  have  demonstrated  a 
special  value  over  the  years.  Although  small  in  relation  to  state  and  local 
expenditures,  the  grants  have  had  great  effect  on  the  strengthening  and  exten- 
sion of  services.  Many  state  and  local  governments  have  assumed  ongoing 
responsibility  for  new  programs  and  services  as  the  result  of  demonstration 
projects  financed  by  these  grants.  Major  research  projects  have  been  developed 
through  modest  expenditures  from  the  Federal  grants  for  sound  research  designs. 
State  agencies,  using  their  Federal  grants,  have  been  able  to  respond  quickly 
and  flexibly  to  changing  needs  and  propitious  circumstances  that  may  not  have 
been  anticipated  during  the  budgetary  process. 

THE  AMERICAN  PUBLIC  WELFARE  ASSOCIATION  POSITION 

It  is  the  position  of  the  American  Public  Welfare  Association  that  child  welfare 
as  a  service  program  should  continue  to  receive  the  present  Federal  Grants  for 
Child  Welfare  Services  and  should,  in  addition,  receive  Federal  financial  sup- 


10  The  1953  figures  were  estimated  from  data-  made  available  to  the  committee  by  the 
Children's  Bureau  and  summarized  by  C.  Wilson  Anderson,  a  member  of  the  Committee  and 
Commissioner  for  the  Office  of  Children  and  Youth.  Pennsylvania  Department  of  Public 
Welfare.  The  1963  figures  are  from  Child  Welfare  Statistics  (Series  No.  75").  No.  9,  Table 
No.  31  (Washington.  D.C.  :  Department  of  Health.  Education,  and  Welfare.  1963). 

11  Goals,  Problems  and  Progress,  op.  ext.,  pp.  24—25. 
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port  in  conformance  with  principles  already  accepted  by  Congress  for  other 
programs  such  as  Aid  to  Families  with  Dependent  Children.  Such  Federal  sup- 
port would  broaden  the  base  of  financing  child  welfare  services  in  keeping  with 
the  need  and  equalize  services  both  within  and  between  the  states.  This  could 
be  achieved  by  amending  Title  V,  Part  3,  of  the  Social  Security  Act,  authorizing 
the  Secretary  of  the  U.S.  Department  of  Health,  Education,  and  Welfare  to  pay 
states  for  amounts  expended  as  found  necessary  by  the  Secretary  for  the  proper 
and  efficient  administration  of  public  child  welfare  services.  Specifically,  this 
would  add  to  present  Federal  Child  Welfare  Services  Grants  a  Federal  share  of 
75  percent  of  state  and  local  expenditures  for  the  services  provided  as  defined 
in  Section  528  of  Title  V,  Part  3,  and  for  their  administration  and  for  the  train- 
ing of  personnel  employed  or  preparing  for  employment  by  the  state  agency  or  its 
participating  local  agency.  In  the  event  the  state's  approved  plan  for  public 
child  welfare  services  does  not  meet  all  the  services  prescribed  in  Section  528, 
the  Federal  share  would  be  equal  to  50  percent  of  the  sums  expended  for  services, 
administration  and  the  training  of  personnel. 

No  state  presently  gives  or  is  able  to  provide  adequate  child  welfare  services. 
The  lack  of  coverage  and  the  lack  of  basic  services  to  sustain,  strengthen,  sup- 
plement or  substitute  for  parental  care,  bear  shameful  witness  to  the  enormous 
gaps  between  this  Nation's  stated  goals  and  values  with  respect  to  children,  on 
the  one  hand,  and  its  level  of  efforts  and  achievements  on  the  other.  The  Federal 
government  cannot  do  otherwise  than  respond. 

The  American  Public  Welfare  Association,  therefore,  makes  the  following 
recommendations : 

1.  The  Federal  government,  through  a  matching  program,  should  assist  states 
and  localities  in  financing  all  public  child  welfare  services  and  other  costs  asso- 
ciated with  such  services.  The  formula  should  be  the  same  as  the  current  75-25 
percent  basis  used  by  the  Federal  government  in  matching  other  public  welfare 
service  programs. 

2.  Open-end  appropriations  should  be  authorized  for  such  matching  grants, 
with  provision  that  there  be  no  decrease  of  state  and/or  local  expenditures  for 
such  purposes. 

3.  The  current  Federal  Child  Welfare  Services  grants  to  states  should  con- 
tinue because  they  are  an  essential  method  for  encouraging  innovation  and 
experimentation,  for  enabling  initiation  of  services  which  are  new  in  given  states 
and  localities,  and  for  achieving  desirable  flexibility  in  the  continuous  develop- 
ment and  provision  of  adequate  welfare  services  to  children. 

4.  The  Federal  government  should  make  further  study  of  methods  of  admin- 
istration which  place  more  reliance  on  broad,  rather  than  highly  detailed,  meas- 
ures of  accountability. 


Social  Work  Manpower 

The  following  are  excerpts  from  letters  written  by  administrators  of  state 
departments  of  public  icelfare  to  the  American  Public  Welfare  Association, 
with  reference  to  proposed  federal  legislation  to  authorize  a  program  of 
grants  to  schools  of  social  work: 

Alaska. — The  Alaska  Division  of  Public  Welfare  would  like  to  go  on  record 
as  wholeheartedly  supporting  this  bill.  .  .  .  We  have  entered  into  a  cooperative 
arrangement  with  the  University  of  Alaska  to  assist  them  in  the  establishment 
of  an  undergraduate  social  work  curriculum  and  we  know  that  the  University  is 
very  enthusiastic  about  the  possible  eventual  establishment  of  a  graduate  school 
within  the  next  few  years.  We  know  that  the  University  of  Alaska  would  be 
most  concerned  about  this  legislation  and  would  support  it  completely. 

Alaska  has  many  problems  in  securing  qualified  staff  necessary  to  effectively 
implement  the  1962  Public  Welfare  amendments.  Recruitment  of  qualified  staff 
is  probably  the  most  discouraging  aspect  of  my  work.  With  few  educational 
opportunities  for  Alaskans  who  are  interested  in  pursuing  a  career  in  social 
work,  it  has  been  necessary  for  us  to  look  to  other  states  for  supplying  us  with 
social  workers.  This  is  a  far  from  satisfactory  situation,  since  there  is  such  a 
nationwide  shortage  of  qualified  social  workers.  This  is  why  we  are  so  vitally 
interested  in  the  University  of  Alaska's  program  and  why  we  are  working  so 
closely  with  them. 

Arkansas. — I  strongly  favor  this  resolution,  since  we  are  unable  to  fill  the 
vacancies  which  exist  among  the  ranks  of  County  Directors,  County  Visitors, 
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Field  Supervisors,  and  Supervisors  of  Staff  Personnel  in  the  State  Office  due  to 
two  facts :  One  is  that  we  cannot  find  qualified  people  and  the  other  is  that  if  we 
could  find  qualified  people  we  could  not  pay  them  the  salaries  it  would  take  to 
get  them. 

We  certainly  need  a  School  of  Social  Work  here  in  Arkansas.  As  to  where 
it  would  be  located,  I  am  uncertain — but  I  would  say  in  Little  Rock,  since  this 
is  the  center  providing  more  facilities  for  field  placements.  Let  me  emphasize 
(and  I  cannot  be  strong  enough  in  my  recommendation)  that  we  recommend 
that  this  resolution  be  passed  which  will  provide  funds  to  assist  in  the  establish- 
ment of  a  School  of  Social  Work  here.  We  are  now  spending  over  $200,000.00 
per  year  in  educational  scholarships  sending  people  out  of  the  State  to  Schools 
of  Social  Work  located  in  these  other  states. 

California. — Last  year  our  Management  Analysis  Bureau  developed  MSW 
staffing  projections  for  our  58  county  welfare  departments  through  1975  to 
provide  for  evaluating  and  comparing  requirements  and  recruitment.  This 
study,  which  could  not  take  into  account  the  staffing  needs  of  the  medical 
assistance  program  under  title  XIX  of  the  Social  Security  Act,  estimated  that 
the  1975  county  welfare  department  social  worker  requirements  will  be  13,320 
positions,  including  5.560  with  professional  education.  In  order  to  achieve  this 
objective  it  appears  that  almost  10,500  MSW  recruits  will  be  needed  *  *  *. 
Assuming  increased  requirements  of  other  users  commensurate  with  those  of 
county  welfare  departments  and  continued  competition  among  the  users,  it 
appears  that  requirements  cannot  be  met  unless  the  number  and  capacities  of 
graduate  schools  of  social  work  are  vastly  increased. 

In  addition,  our  county  welfare  departments  will  need  to  recruit  a  minimum 
of  2,000  new  workers  a  year  qualified  with  B.A.  degrees  from  now  until 


1975  *  *  *.  Obviously,  undergraduate  social  work  programs  need  to  be  expanded 
both  for  recruitment  to  the  field  and  for  the  preparation  of  students  for  graduate 
study. 

Delaware. — In  Delaware,  we  are  handicapped  in  carrying  out  the  programs 
for  which  we  are  responsible,  because  we  lack  qualified  personnel  to  accomplish 
a  constantly  enlarging  task,  even  though  most  staff  labor  with  dedication  under 
constantly  increasing  pressure.  Although  usually  we  are  able  to  fill  casework 
positions  requiring  only  a  bachelor's  degree,  only  about  one  percent  of  these  people 
have  had  any  training  in  social  work.  The  shortage  of  professionally  trained 
supervisors  and  caseworkers  is  critical  in  our  agency,  not  only  because  our 


salaries  are  not  competitive  but  because  Delaware  has  neither  a  graduate  nor 
an  undergraduate  school  of  social  work.  Our  University  of  Delaware  does  not 
even  have  an  undergraduate  sequence  in  social  work,  although  trained  people 
in  the  field  of  social  services  have  been  in  short  supply  for*  years. 

The  authorization  of  a  federal  appropriation  would  help  to  develop  and  expand 
existing  schools,  which  would  probably  help  Delaware  to  some  extent.  If  this 
money  could  be  used  also  to  set  up  a  professional  graduate  school  of  social  work 
in  one  university  of  each  state,  or  at  least  an  undergraduate  school,  this  would 
benefit  the  Delaware  public  welfare  program  much  more  *  *  *.  Under  any 
circumstances,  we  are  in  favor  of  the  bill. 

Florida. — The  most  critical  shortage  is  in  the  positions  requiring  Master's 
degrees.  There  have  been  members  of  our  staff  who  are  qualified  for  graduate 
education  and  for  whom  stipends  were  available,  but  who  could  not  gain  admis- 
sion to  schools  because  of  limitations  in  enrollment . 

Illinois.  (Department  of  Public  Aid):  The  recent  study  published  by  the 
Department  of  Health,  Education  and  Welfare  statistically  corroborates  the 
critically  felt  need  for  increased  manpower  in  social  welfare  agencies  throughout 
the  country.  The  demand  and  need  for  social  workers  far  exceeds  the  present 
complement  of  workers  available  and  the  present  capacity  of  schools  to  prepare 
workers  for  the  field.  We,  therefore,  agree  that  the  Federal  government  must 
intervene  to  provide  leadership  in  the  development  of,  or  expansion  of,  education 
in  social  work  at  the  undergraduate  and  graduate  level. 

Illinois  (Department  of  Children  and  Family  Services). — Since  its  establish- 
ment in  1964,  the  Department's  workload  had  increased  steadily  at  a  rate  which 
far  exceeds  the  availability  of  qualified  personnel.  Progress  toward  realization 
of  the  mandates  of  recent  federal  and  state  legislation  in  the  field  of  public  child 
welfare  services  demands  that  progressively  greater  numbers  of  qualified  per- 
sonnel be  added  to  the  supply  of  social  work  manpower  each  year.  The  Depart- 
ment seeks  to  meet  the  increasing  need  for  qualified  staff  through  an  employment- 


856 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


education  program  which  provides  financial  assistance  for  eligible  graduate  stu- 
dents in  social  work  and  child  development.  During  the  1966-1967  school  year, 
ninety  persons  will  attend  school  under  this  program  which  is  financed  through 
United  States  Child  Welfare  funds.  Each  year  students  have  had  greater  diffi- 
culty in  gaining  admission  to  graduate  schools  of  social  work.  Since  we  antici- 
pate need  to  increase  the  numbers  of  persons  on  this  program  by  at  least  twenty- 
five  students  per  year  for  several  years,  we  are  vitally  concerned  that  expan- 
sion of  the  schools'  capacities  keep  pace  with  our  growing  needs,  as  well  as  those 
of  all  public  and  private  agencies. 

The  Social  Work  Manpower  Training  bill  represents  a  significant  forward  step 
in  seeking  to  solve  the  chronic  problem  of  manpower  shortage  in  the  field  of 
social  work.  We  endorse  the  support  of  this  bill  by  the  American  Public  Welfare 
Association. 

Kentucky. — The  most  current  estimate  of  social  work  vacancies  in  the  state  at 
the  present  time,  for  all  departments,  is  about  1500.  These  vacancies  represent 
a  combination  of  workers  who  have  completed  their  degree  in  either  undergradu- 
ate or  graduate  social  work. 

*  *  *  The  Kent  School  of  Social  Work  at  the  University  of  Louisville  is  the 
only  accredited  graduate  school  of  social  work  in  the  state.  Because  of  limited 
facilities  it  can  turn  out  less  than  fifty  graduates  a  year.  A  committee  has  rec- 
ommended the  establishment  of  a  new  graduate  training  program  at  the  Uni- 
versity of  Kentucky,  but  no  funds  are  available  for  the  research  and  planning 
which  is  necessary  prior  to  such  establishment. 

There  is  not  doubt  that  federal  funds  could  be  used  to  advantage  in  helping 
the  expansion  of  present  facilities  for  training  social  workers  and  that  such 
funds  could  help  in  the  establishment  of  new  facilities  in  the  area. 

Louisiana. — An  expansion  of  the  capacities  for  undergraduate  schools  is  needed. 
There  is  no  regular  undergraduates  school  of  social  work  in  this  state.  However, 
our  public  undergraduate  colleges  are  overcrowded  and  in  need  of  additional 
funds,  both  for  faculty  and  buildings.  Several  of  them  do  have  undergraduate 
sequences  which  are  valuable  for  beginning  workers.  Expansion  of  graduate 
schools  is  needed.  One  of  the  problems,  in  addition  to  those  of  classrooms  and 
faculty,  is  the  lack  of  academic  field  work  opportunities.  We  work  with  both 
of  the  schools  in  this  state  to  give  as  much  field  work  as  we  feel  we  can.  We 
could  expand  our  capacity  for  field  work  training  in  New  Orleans  if  we  had  space 
for  more  students  and  if  the  schools  had  adequate  faculty  instructors. 

Maryland. — We  now  have  a  total  of  98  positions  requiring  the  MSW,  either 
vacant  or  temporarily  filled  with  persons  without  graduate  training.  To  the 
above  must  be  added  an  estimate  of  the  number  leaving  the  program  annually 
from  positions  requiring  an  MSW  and  those  new  positions  expected  to  be  cre- 
ated as  the  result  of  increased  caseloads  in  the  future. 

We  have  76  persons  attending  graduate  schools  of  social  work  in  the  coming 
year.  There  were  64  in  the  program  last  year.  We  hope  to  gradually  increase 
this  numher  in  the  years  to  come,  hut  may  encounter  resistance  for  budgetary 
reasons.  These  graduates  are  required  to  serve  two  yeras  in  our  program  in 
return  for  the  financial  aid  they  receive  (approximately  $4,000  per  year).  The 
schools  of  social  work  in  the  Maryland  area  inform  us  that  they  have  waiting 
lists  of  qualified  applicants  due  to  the  shortage  of  space,  faculty  and  field  place- 
ments. The  University  of  Maryland  School  of  Social  Work  is  steadily  expand- 
ing its  capacity,  so  that  to  date  we  have  not  faced  the  problem  of  having  quali- 
fied students  who  are  unable  to  find  a  school  of  social  work  that  would  accept 
them.  However,  we  expect  that  this  situation  will  arise  in  the  near  future 
unless  the  schools  are  given  financial  aid  to  help  them  increase  their  enrollments. 

We  believe  that  this  legislation  would  be  helpful  in  expanding  graduate  social 
work  education  and  in  the  development  of  undergraduate  education.  In  order 
to  expand  existing  educational  facilities,  establish  new  ones  and  develop  new 
patterns  and  methods  of  education,  funds  must  be  available  for  faculty,  recruit- 
ment and  training,  additional  student  stipends  and  development  of  the  cur- 
riculum at  both  educational  levels. 

Minnesota. — There  is  no  question  that  an  expansion  of  the  capacity  of  grad- 
uates from  graduate  schools  is  needed.  Each  year  we  have  a  number  of  ap- 
plicants for  stipends  for  graduate  study  who  although  acceptable  for  admission 
to  various  schools  end  up  on  waiting  lists  because  the  school  capacity  is  limited. 
Between  15  and  20  percent  of  the  applicants  for  stipends  from  our  Department 
for  graduate  study  in  social  work  for  the  school  year  beginning  this  fall  ended 
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up  with  a  "waiting  list"  status  *  *  *.  One  of  the  chief  reasons  for  the  in- 
ability to  graduate  more  students  is  the  insufficient  funds  to  pay  the  kind  of 
salaries  necessary  to  attract  additional  qualified  faculty.  Although  we  are  for- 
tunate in  Minnesota  in  that  we  have  progressive  undergraduate  schools  that 
are  deveoping  social  work  sequences,  lack  of  sufficient  faculty  at  that  level  is 
also  a  problem. 

Missouri. — At  the  present  time  the  Division  of  Welfare  has  approximately  two 
hundred  vacancies  for  positions  in  the  administrative,  supervisory,  and  case- 
worker classifications.  In  addition  to  filling  these  vacancies,  the  agency  will 
need  to  employ  an  estimated  additional  664  caseworkers,  146  supervisors,  and 
110  clerical  staff  in  order  to  fully  implement  the  adult  services  program  *  *  * 
our  main  problem  will  be  in  filling  vacancies  in  the  administrative  and  super- 
visory positions  in  view  of  the  minimum  educational  requirements  set  by 
HEW.  *  *  * 

I  believe  an  expansion  of  the  capacities  of  both  undergraduate  and  graduate 
schools  is  needed  to  help  meet  the  growing  need  for  qualified  staff  in  public 
welfare.  I  believe  the  legislation  as  in  the  proposed  social  work  manpower  bill 
would  be  very  helpful  in  meeting  the  present  and  future  manpower  needs  of  the 
Missouri  Division  of  Welfare. 

Nevada. — With  the  possibility  of  adding  new  programs  in  the  next  biennium, 
the  recruitment  problem  will  become  even  more  acute.  We  have  had  positions 
requiring  an  M.S.W.  vacant  for  iy2  years  and  see  no  change  in  the  picture  in 
the  immediate  future. 

We  have  been  working  closely  this  year  with  the  Chancellors  and  faculty  at 
the  University  of  Nevada  at  Reno  and  Southern  Nevada  University  in  Las 
Vegas.  They  are  actively  working  with  us  and  other  agencies  in  planning  for 
the  establishment  of  an  undergraduate  sequence  in  social  welfare,  hopefully  by 
the  Fall  of  1967.  The  University  has  also  expressed  interest  in  moving  as 
quickly  as  possible  in  establishing  a  graduate  school. 

One  of  the  perennial  problems  is,  of  course,  funds.  Passage  of  this  legislation 
would  provide  a  much  needed  source  of  funds.  In  our  situation,  this  would  be 
most  helpful. 

New  Jersey. — Very  recently  we  again  had  occasion  to  review  the  present 
staffing  situation  of  this  Department  and  it  was  obvious  that  one  of  our  great- 
est difficulties  is  the  recruitment  and  maintenance  of  personnel  to  fill  those 
critical  positions  requiring  a  master's  degree  in  social  work.  In  New  Jersey 
this  Department  is  able  to  evaluate  the  total  impact  of  the  problem,  since  we 
are  concerned  not  only  with  the  community  programs  of  public  welfare  but  also 
with  the  efforts  within  our  various  institutions  to  serve  the  patient  and  inmate 
population  so  that  they  may  adjust  to  a  return  to  community  living. 

Beyond  the  present  situation,  we  are  necessarily  concerned  with  planning  for 
full  extension  of  the  AFDC  program,  assistance  and  services  to  patients  in  our 
hospitals  for  mental  diseases  and  tuberculosis,  strengthening  our  community 
mental  health  clinics,  and  formulation  of  a  title  XIX  program.  However  skill- 
ful our  planning  may  be,  we  must  recognize  that  the  effective  implementation  of 
these  various  programs  is  basically  dependent  upon  our  ability  to  recruit  quali- 
fied personnel  in  social  work  and  other  disciplines. 

New  Jersey  will  be  increasing  its  demands  upon  the  undergraduate  and  grad- 
uate schools  to  prepare  young  men  and  women  for  effective  service  in  public 
welfare,  and  it  is  only  logical  that  we  should  express  strong  support  for  any 
legislative  measures  which  will  aid  the  schools  in  their  efforts  to  meet  this  in- 
creasing demand.  For  these  reasons  we  do  not  hesitate  to  express  support  of 
federal  grants  for  social  work  manpower. 

North  Carolina. — An  expansion  of  the  capacities  of  both  undergraduate  and 
graduate  school  is  needed. 

Oregon. — Our  present  and  future  needs  for  additional  staff  require  that  we 
recruit  on  a  continual  basis.  The  turnover,  statewide,  in  our  professional  case- 
work positions  increased  the  past  year  from  26%  to  37%.  We  employ  between 
24  and  30  new  caseworkers  every  six  weeks.  Based  on  indications  from  last 
year's  recruiting  efforts,  we  learned  that  competition  for  students  with  liberal 
arts  backgrounds  is  becoming  more  critical  as  the  demand  for  personnel  in  the 
social  work  field  increases.  We  are  requesting  an  additional  20%  increase  in 
social  work  staff  during  the  next  biennium. 

The  general  impression  I  gained  from  visiting  colleges  through  Oregon,  Wash- 
ington, Idaho  and  Montana  indicates  a  serious  need  for  the  expansion  of  the 
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undergraduate  programs  in  the  liberal  arts  field.  The  demand  for  the  graduate- 
trained  social  worker  is  even  more  critical  and  expansion  of  the  capacities  of 
graduate  schools  in  this  area  would  be  of  tremendous  help.  The  problem  is 
certainly  a  lack  of  manpower  in  the  field  of  social  work,  for  both  graduate-trained 
and  undergraduate  personnel.  The  demand  for  personnel  far  exceeds  the  supply 
in  the  field  of  social  work :  therefore,  we  wholeheartedly  support  any  legislation 
that  would  contribute  towards  relieving  this  problem.  We  would  agree  that  the 
expansion  of  the  school  programs  and  facilities  in  this  area  would  be  a  major 
step  in  the  right  direction. 

Pennsylvania. — Under  legislation  adopted  in  1961,  the  Pennsylvania  Depart- 
ment of  Public  Welfare  has  financially  assisted  352  persons  to  complete  graduate 
education  in  this  field.  Each  is  committed  to  employment  by  the  Department  or 
a  county  after  graduation.  However,  there  are  today  several  hundred  vacancies 
in  this  Department  for  persons  with  the  Master  of  Social  Work  degree.  Pri- 
vate agencies  and  county  welfare  programs  in  Pennsylvania  also  need  hundreds 
of  trained  social  workers  .  .  .    They  are  in  desperate  short  supply. 

In  our  child  welfare,  mental  health,  mental  retardation  and  public  assistance 
programs  alone,  we  could  immediately  employ  hundreds  of  trained  college 
graduates.  Those  who  have  taken  an  undergraduate  major  in  social  work  are 
especially  valuable  to  us,  but  only  a  handful  of  the  many  colleges  in  Pennsyl- 
vania offer  this  major.  This  measure  would  assist  the  graduate  schools  to 
expand  the  number  of  students  they  can  accept  and  would,  we  believe,  stim- 
ulate undergraduate  schools  to  establish  a  curriculum  for  whose  graduates 
there  is  great  demand. 

Puerto  Rico. — In  the  light  of  our  present  staff  situation  and  our  needs  for 
qualified  personnel  in  our  public  welfare  programs,  we  endorse  strongly  this 
bill.  Our  staff  shortage  reached  this  last  year  its  critical  point  when  vacancies 
in  social  work  positions  amounted  to  more  than  30  percent.  Within  social 
work  positions  assigned  to  direct  services,  our  rate  of  vacancies  rose  up  to  50 
percent.  This  situation  has  been  limiting  so  much  the  development  of  our 
public  welfare  program,  especially  our  Child  Welfare  program,  that  we  have 
been  forced  to  increase  our  use  of  untrained  staff  for  this  program.  The  trend 
has  shown  that  year  after  year  the  child  welfare  program  has  been  depending 
more  and  more  on  college  graduates  for  the  rendering  of  direct  services  to  child 
welfare  cases  irrespective  of  the  nature  and  complexity  of  situations  coining 
to  our  attention.  As  of  now,  the  number  of  untrained  positions  far  outnumber 
the  partially  trained  staff  in  direct  services.  We  anticipate  that  this  situation 
will  imply  a  difficulty  for  us  to  reach  the  goal  that  the  Children's  Bureau  has 
set  for  1975,  in  relation  to  the  availability  of  trained  staff  for  child  welfare 
services.  Our  Bureau  of  the  Budget  does  not  even  consider  the  assignment  of 
additional  social  work  positions  as  long  as  our  rate  of  vacancies  in  the  existing 
positions  continues  to  be  so  high.  On  the  other  hand,  the  possibility  of  having 
some  trained  or  partially  trained  staff  for  direct  services  in  our  public  assistance 
program  will  have  to  be  delayed  for  years  as  long  as  the  present  limitations  in  the 
availability  of  social  work  manpower  continues  to  be  a  problem.  The  number 
of  our  supervisory  staff  at  the  district  level  with  only  partial  training  in  social 
work  also  outnumber  those  who  are  already  fully  trained. 

One  of  the  most  limiting  factors  which  influence  the  above  mentioned  situa- 
tion is  the  fact  that  we  have  only  one  school  of  Social  Work  in  Puerto  Rico. 
The  enrollment  of  students  entering  this  school  is  very  small  as  compared  with 
our  needs  in  Public  Welfare,  not  counting  the  needs  of  other  public  and  private 
agencies  in  need  of  social  work  staff.  During  these  last  two  years  we  have 
appropriated  some  funds  to  the  School  of  Social  Work  so  that  they  may  engage 
in  an  accelerated  plan  of  studies  for  a  first  year  training  in  Social  Work.  We 
do  not  know  whether  within  our  present  fiscal  limitations  we  can  go  on  with 
the  above  mentioned  plan  during  the  next  few  years.  The  University  of  Puerto 
Rico,  because  of  inadequate  appropriations  has  been  unable  to  expand  its  train- 
ing program.  Therefore,  we  feel  that  if  the  Social  Work  Manpower  Training 
Bill  gets  approved  during  this  session  this  would  mean  a  great  help  not  only 
in  getting  an  expansion  of  our  graduate  school,  but  also  in  the  development  of 
an  undergraduate  School  which  the  University  of  Puerto  Rico  has  not  been 
able  to  develop  up  to  now. 

Furthermore,  we  have  made  special  efforts  near  the  Catholic  University,  one 
of  our  private  universities  in  the  southern  part  of  the  island  to  interest  them 
in  the  development  of  a  graduate  program.  The  University  administration  is 
already  motivated  toward  the  establishment  of  a  graduate  school,  and  so  far 
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meetings  have  been  held  with  representatives  of  the  Council  of  Social  Work 
Education.  The  question  of  availability  of  funds  has  been  delaying  the  start 
of  such  a  program. 

We  anticipate  that  if  federal  grants  are  made  available  for  the  development 
and  expansion  of  schools,  another  of  our  private  universities  ( Interamerican 
University),  at  the  Western  part  of  the  island  would  consider  favorably  the  pos- 
sibility of  the  organization  of  another  School  of  Social  Work,  as  well  as  the 
initiation  of  undergraduate  training. 

Tennessee. — The  Department  is  experiencing  a  great  deal  of  difficulty  in  recruit- 
ing, training,  and  retaining  qualified  staff  in  administrative  and  supervisory  level 
positions.  Graduate  training  in  a  school  of  social  work  is  a  requirement  for  most 
of  these  positions.  Presently,  we  have  a  total  of  17  vacancies  in  our  field  offices. 
In  the  fiscal  year  1966-67,  we  will  be  sending  42>  staff  members  to  graduate  schools 
of  social  work  and,  with  few  exceptions,  this  group  will  be  returning  to  adminis- 
trative or  supervisory  level  positions.  However,  practically  all  of  this  group  will 
be  needed  to  fill  vacancies  resulting  from  resignations,  supervisory  requirements 
as  the  result  of  the  expansion  of  casework  staff,  initiation  of  new  programs  and 
services,  demonstration  projects,  and  retirement. 

Based  upon  our  experience  in  the  past  few  years,  the  Department  cannot  depend 
entirely  on  our  professional  educational  leave  program  to  satisfy  our  require- 
ments for  qualified  administrative  and  supervisory  personnel.  Other  sources 
must  be  developed.  The  social  work  manpower  program  would  be  an  important 
beginning  step  toward  the  development  of  other  sources.  Graduate  schools  of 
social  work  certainly  need  to  be  expanded  and  improved. 

Washington. — Our  needs  for  qualified  personnel  are  rather  great  and  it  is 
doubtful  that  the  existing  graduate  schools  will  be  able  to  fill  this  need.  As  you 
are  no  doubt  aware,  a  great  many  of  our  B.A.  level  positions  are  established  at 
this  level  simply  because  we  are  unable  to  attract  and  retain  persons  to  fill  these 
positions  who  do  have  the  full  professional  training.  In  this  state  we  do  not  have 
too  much  difficulty  recruiting  at  the  Bachelor's  degree  level ;  however,  there  is 
a  real  shortage  of  pre-social  work  undergraduate  majors.  Because  of  this,  we 
feel  that  (this)  legislation  would  be  most  helpful  to  this  as  well  as  other  social 
service  agencies. 

West  Virginia. — As  of  this  date,  in  order  to  reduce  our  caseload  to  sixty  cases 
per  worker  and  to  reduce  the  supervisory  load  to  five  workers  per  supervisor,  we 
need  approximately  300  college  graduates  and  some  eighty  persons  with  graduate 
work  in  social  work.  *  *  *  I  see  no  possibility  of  recruiting  the  number  of  persons 
needed  for  supervisory  positions  within  the  next  three  years. 

At  the  request  of  this  Department  and  the  School  of  Social  Work  at  West  Vir- 
ginia University,  our  Governor  is  calling  a  meeting  of  representatives  of  all  un- 
dergraduate schools  in  the  State  to  attempt  to  have  them  include  either  courses 
leading  to  an  undergraduate  degree  or  a  social  work  sequence  in  their  under- 
graduate curriculum.  I  have  considerable  question  as  to  whether  legislation  in 
question  will  be  helpful. 

*  *  *  I  would  much  rather  see  existing  schools  strengthened  than  to  see  expan- 
sion that  would  result  in  a  greater  number  of  poorly  trained  students  being  turned 
out  by  the  various  schools. 

Wisconsin. — All  of  our  services  concur  in  the  opinion  that  there  is  ample  evi- 
dence that  for  a  goodly  number  of  years  in  the  future,  demand  for  trained  social 
workers,  in  terms  of  those  with  a  master's  degree  in  social  work,  will  far  exceed 
the  supply.  Graduate  schools  of  social  work  have  been  unable  to  keep  up  with  the 
increasing  demands  for  social  workers,  and  it  appears  that  they  will  not  be  able 
to  do  so  in  the  near  future. 

The  Social  Work  Manpower  Amendment  appears  to  recognize  an  urgent  over- 
all need  for  increase  of  social  work  manpower.  This  is  true  in  whatever  field  of 
specialization  we  direct  our  observations. 

In  the  field  of  public  assistance  our  current  vacancy  announcement  for  county 
welfare  departments  lists  over  50  positions  requiring  a  master's  degree  in  social 
work,  and  with  the  extension  and  improvement  of  the  quality  of  services  concept 
in  public  assistance  in  the  years  ahead,  the  likelihood  for  further  increase  in 
the  need  for  trained  social  workers  is  not  difficult  to  foresee. 

In  the  field  of  child  welfare  the  need  for  trained  workers  has  been  projected 
on  the  basis  of  future  caseloads.  Even  with  the  projection  that  only  half  of 
child  welfare  workers  would  be  required  to  possess  a  master's  degree  in  social 
work,  a  very  substantial  increase  in  provision  for  training  of  workers  is  readily 
foreseeable. 
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It  could  be  observed  that  the  Department  is  not  presently  encountering  much 
difficulty  in  enrolling  stipend  students  in  recognized  schools  of  social  work,  but 
unless  those  schools  expand  their  facilities  in  keeping  with  growing  demand, 
greater  difficulty  should  be  foreseen  within  the  very  near  future. 

There  is  also  some  feeling  that  the  proposed  appropriation  of  $750,000  for 
1967  and  $1,250,000  for  1968  for  the  entire  .country  will  not  finance  much 
of  an  expansion  of  undergraduate  and  graduate  school  training  program. 

This  proposal  strikes  us  as  being  a  step  in  the  right  direction.  It  provides 
some  recognition  of  the  problem  and,  if  enacted,  would  ^hopefully  provide 
experience  with  such  a  program  that  would  lead  to  more  nearly  adequate  pro- 
visions in  the  future. 

The  Chairman.  Are  there  any  questions  of  Mr.  Schmidt  ? 
Mr.  Burke.  Mr.  Chairman. 
The  Chairman.  Mr.  Burke. 

Mr.  Burke.  I  just  wish  to  thank  Mr.  Schmidt  for  his  contribution 
and  his  recommendations  on  the  child  welfare  problem,  and  we  hope 
we  are  going  to  be  successful  in  getting  a  major  part  of  that  bill  into 
this  bill  here  this  morning. 

Mr.  Schmidt.  Thank  you,  sir. 

The  Chairman.  Mr.  Schmidt,  you  have  been  a  very  fine  witness. 
We  appreciate  your  being  with  us.  If  there  are  no  further  questions 
we  thank  you,  sir. 

Mr.  Schmidt.  Thank  you. 

The  Chairman.  Mrs.  Mendelson,  if  you  will  have  a  seat  and  identify 
yourself  for  the  record  by  giving  us  your  name,  address,  and  capacity 
in  which  you  appear  we  will  be  pleased  to  recognize  you. 

STATEMENT  OP  MRS.  MARY  ADELAIDE  MENDELSON,  ASSOCIATE 
EXECUTIVE  SECRETARY,  WELFARE  FEDERATION  OF  CLEVE- 
LAND; ACCOMPANIED  BY  RICHARD  E.  STREETER,  COUNSEL 

Mrs.  Mendelson.  Yes.  I  am  Mary  Adelaide  Mendelson.  I  am  as- 
sociate executive  secretary  from  the  Cleveland  Welfare  Federation  of 
Ohio. 

The  Chairman.  We  are  pleased  to  have  you  with  us  and  you  are 
recognized.  If  you  omit  any  parts  of  your  prepared  statement,  do 
so  with  the  knowledge  that  your  statement  and  the  material  appended 
to  it  will  be  included  in  the  record,  without  objection. 

Mrs.  Mendelson.  Thank  you.  I  am  speaking  neither  for  nor 
against  H.R.  5710  in  its  present  form.  Rather,  I  have  accepted  this 
opportunity  to  speak  on  the  issue  of  whether  H.R.  5710  ought  to  be 
revised  to  deal  directly  and  explicitly  with  certain  problems  of  nursing 
home  care ;  and  it  is  my  conviction,  for  reasons  which  will  be  explained 
shortly,  that  a  revision  must  be  made  in  order  to  protect  the  financial 
interest  of  the  Federal  Government  and  the  human  interest  in  decent 
care  for  nursing  home  patients. 

Present  with  me  today  is  Richard  E.  Streeter,  who  is  counsel  for 
the  Cleveland  Welfare  Federation.  The  federation  is  a  nonprofit  or- 
ganization which  assists  in  the  planning  and  coordination  of  private 
and  public  health  and  welfare  efforts  in  Greater  Cleveland.  Approxi- 
mately 2y2  years  ago  I  was  employed  by  the  federation  to  work  in  the 
area  of  improving  nursing  home  standards  and  practices. 

During  the  course  of  this  assignment,  a  detailed  study  was  under- 
taken of  nursing  home  care.    The  report  which  has  been  assembled,  of 
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which  this  is  a  copy,  has  been  placed  in  the  hands  of  the  chief  counsel 
for  this  committee.  Because  the  report  details  factual  practices  of 
specific  nursing  homes,  we  desire  to  maintain  the  confidentiality  of  its 
contents.  But  we  would  be  pleased  to  discuss  it  at  greater  length  in 
executive  session  should  the  committee  deem  this  appropriate  or  de- 
sirable. 

We  would  like  to  point  out  that  the  GAO  has  undertaken  a  study  and 
will  issue  its  report  shortly  which  we  understand  will  verify  the  exist- 
ence of  some  of  the  practices  detailed  in  our  report.    (See  p.  873.) 

NECESSITY  FOR  ATTENTION  BY  HOUSE  WATS  AND  MEANS  COMMITTEE  TO 
NURSING  HOME  REVISIONS  IN  H.R.  5  710 

Our  work  in  the  nursing  home  field  has  led  us  to  the  conviction  that 
there  is  a  genuine  need  for  this  committee  to  be  informed  about  and 
alerted  to  the  real  facts  and  issues  in  the  field  of  nursing  home  care. 

The  specific  Federal  financial  interest  is  in  medicare,  the  health  pro- 
gram under  title  XIX,  old  age  assistance  programs  under  title  I  and 
veterans  financing  programs. 

Enormous  sums  are  being  spent  through  these  programs  on  patients 
in  skilled  nursing  homes.  There  is,  we  believe,  serious  doubt  whether 
you,  the  Federal  Government,  are  in  fact  purchasing  the  kind  and 
quality  of  care  you  think  you  are  purchasing. 

You  are  entitled  to  ask,  for  example,  whether  some  of  the  physicians' 
services  you  are  purchasing  have  in  fact  been  furnished ;  we  believe 
not. 

You  are  entitled  to  ask  whether  some  of  the  pharmacies  you  support 
financially  have  actually  supplied  necessary  and  proper  medications 
for  which  they  were  paid ;  we  believe  not. 

You  are  entitled  to  ask  whether  Federal  vendor  payments  in  the 
amount  of  at  least  $212  million  annually  are  buying  either  the  quality 
of  care  you  have  a  right  to  expect  or,  in  some  instances,  even  the  care 
itself ;  we  believe  not. 

We  are  prepared  to  substantiate  our  convictions  and  to  offer  to  the 
committee  suggestions  for  amendments  to  protect  Federal  interest 
and  the  nursing  home  patients. 

First,  however,  it  would  be  well  if  the  committee  were  to  understand 
fully  the  nature  of  the  nursing  homes  we  are  discussing  and  the 
patients  who  are  being  served  by  them. 

DESCRIPTION  OF  SKILLED  NURSING  HOMES  AND  THEIR  PATIENT  POPULATION 

There  is  a  surprising  lack  of  real  understanding  of  the  skilled  nurs- 
ing home  business.  When  I  speak  of  skilled  nursing  homes,  I  am 
talking  about  homes  which  advertise  and  provide  what  is  known  as 
skilled  nursing  care. 

Most,  and  I  mean  almost  100  percent,  of  the  patients  are  over  65 
and  probably  over  70.  One-half  to  60  percent  receive  old-age  assist- 
ance benefits.  In  the  Cleveland  area,  53  percent  of  the  public  welfare 
patients  have  no  family.  Even  where  there  are  relatives,  the  patient 
frequently  does  not  see  them.  These  patients  are,  in  other  words, 
alone. 

This  fact  is  important  because  there  is  no  one  interested  in  protect- 
ing or  defending  most  patients.    Their  stay  at  the  skilled  nursing 
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home  will  average  between  2  and  3  years,  and  it  terminates  with  death. 
They  are  not  rehabilitated;  they  do  not  return  to  the  community; 
and,  as  I  understand  it,  medical  science  today  does  not  know  how  to 
rehabilitate  them. 

Some  people  refer  to  these  patients  as  needing  "custodial  care" 
meaning  just  general  supervision.  It  is  a  fact,  however,  that  large 
numbers  of  these  patients  are  on  prescription  medications ;  they  need 
help  with  bathing,  dressing  and  walking,  all  of  which  require  some 
skill  in  handling ;  and  in  general  they  are  sick  but  not  so  acutely  as  to 
be  hospitalized. 

Contrary  to  popular  belief,  many  of  these  people  go  into  a  skilled 
nursing  home  from  their  own  home — or  at  least  not  from  a  hospital — 
and  are  placed  there  in  approximately  one-half  of  the  cases  by  the  old- 
age  assistance  caseworker. 

This  caseworker  is  required  by  law  to  be  more  concerned  with  the 
financial  needs  of  the  patient  than  with  the  individual's  total  welfare. 
And  under  prevailing  law  and  existing  practice  the  worker  will  not 
see  the  patient  for  another  year  at  the  very  best. 

The  nursing  homes  which  I  am  reluctantly  describing  will  have  both 
private  and  welfare  patients.  They  will  have  patients  requiring  in- 
tensive care  and  patients  needing  only  some  supervision. 

In  fact,  many  of  the  younger  ones  or  those  under  65  are  really  only 
alcoholics,  but  the  community  has  no  better  plan  for  them  than  con- 
finement in  a  skilled  nursing  home. 

Some  of  these  nursing  homes,  although  not  a  large  number,  have  al- 
ready been  certified  as  extended  care  facilities.  In  other  words,  the 
extended  care  facility  and  the  skilled  nursing  home  may  be  the  same 
place,  and  the  patients  constitute  a  mix — a  mix  both  physically  and 
financially. 

UNBELIEVABLY  POOR  CARE  BEING  PURCHASED  BY  FEDERAL  FUNDS 

This  then  is  the  setting.  The  care  furnished  is  often  unbelievably 
poor.   There  are  many  examples  but  suffice  it  to  relate  one  story  only. 

A  State  inspector  reported  finding  that  a  particular  home,  having 
served  a  light  supper  at  4  p.m.  made  no  provision  for  breakfast  for  its 
40  patients,  approximately  20  of  whom  were  bedfast,  and  almost  all  of 
whom  were  public  assistance  recipients.  Your  money  paid  for  these 
unserved  meals;  and  there  is  evidence  that  such  poor  care  is  all  too 
commonplace. 

LOW  PUBLIC  ASSISTANCE  RATES  AND  MINIMAL  STATE  REGULATION  ARE  NOT 
RESPONSIBLE  FOR  POOR  CARE 

It  is  a  common  belief,  once  shared  by  the  Welfare  Federation,  that 
deplorable  conditions  in  many  nursing  homes  were  due  primarily  to 
two  factors: 

1.  Low  public  assistance  rates  paid  for  the  care  of  the  many  welfare 
patients ; 

2.  Minimal  licensing  regulations  on  the  part  of  State  governments. 
We  now  know  from  our  extensive  study  of  nursing  home  conditions 

that  these  premises  are  in  error — that  poor  care  will  not  necessarily  dis- 
appear if  assistance  rates  are  higher ;  and  the  conditions  persist  in  spite 
of  regulations  which  are  hardly  minimal — in  fact  the  regulations  in 
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Ohio  and  some  other  States  do  not  differ  measurably  from  the  medi- 
care conditions  for  participation. 

It  is  necessary  to  point  out,  moreover,  that  some  homes  provide  good 
care  in  spite  of  the  many  difficulties  inherent  in  performing  well.  As 
for  the  preponderance  of  homes  with  the  largest  number  of  patients, 
their  operators  are  not  doing  a  good  job. 

In  fact,  Mr.  Chairman  and  members  of  the  committee,  they  are  not 
only  doing  a  poor  job  but  they  are,  to  some  extent,  defrauding  the 
Government  by  not  delivering  the  service  for  which  you  are  paying. 

What  then  are  some  of  the  factual  areas  where  inquiry  by  this  com- 
mittee seems  warranted  ? 

PHENOMENON  OF  MULTIPLYING  BEDS  IN  SPITE  OF  LOW  RATES 

One  subject  of  interest  is  the  phenomenon  of  the  multiplying  of 
skilled  nursing  home  beds  in  spite  of  the  large  number  of  welfare 
patients  and  attendant  low  rates.  In  the  Cleveland  area,  as  of  Janu- 
ary 1966,  in  a  4-year  period  only  nine  homes  out  of  86  had  closed,  13 
new  homes  had  opened,  and  one-half  of  the  50  homes  with  whom  I 
have  had  contact  have  expanded  or  plan  to  expand. 

I  suggest  that  a  proprietary  business  does  not  remain  in  business  if 
it  is  losing  money.  Who,  one  wonders,  is  financing  these  homes  ?  The 
Senate  Subcommittee  on  Long-Term  Care  found  examples  of  some 
questionable  financing  deals  involving  high  interest  rates.  Indeed, 
the  hearings  and  other  reports  which  the  Senate  subcommittee  has 
would  provide  data  that  should  be  most  useful  to  anyone  conscious 
of  and  concerned  about  the  amount  of  public  money  spent  for  skilled 
nursing  care. 

RATES  AND  COSTS 

It  should  be  mentioned  that  even  some  homes  concentrating  almost 
100  percent  on  welfare  patients  are  expanding  in  spite  of  what  is 
considered  impossibly  low  rates.  Several  nursing  home  operators — two 
of  whose  facilities  are  now  certified  extended  care  facilities — gave  me 
quite  revealing  stories  on  their  costs — and  quite  a  different  story  from 
the  usual  one.  Two  claimed  their  costs,  including  payments  on  the 
mortgage  were  below  $200  a  month  per  patient  ;  and  one — a  new  fa- 
cility— claimed  costs  were  below  $300  a  month. 

As  extended  care  facilities,  they  will  be  getting  most  likely  in  the 
neighborhood  of  $540  a  month  from  medicare.  Under  title  XIX  under 
the  Ohio  plan,  they  will  be  getting  $300  a  month.  Private  patients 
would  have  paid  in  these  homes  a  few  months  ago  between  $225  and 
$300  a  month.  It  is  doubtful  if  you  would  find  that  additional  services 
have  been  added  that  would  justify  an  additional  $240  a  month. 

Incidentally,  I  am  not  trying  to  justify  low  rates.  I  am  merely  sug- 
gesting that  the  Congress  should  know  that  low  rates  have  not  closed 
homes.  I  would  hope  that  the  Congress  would  also  agree  with  me  that 
high  rates  do  not  insure  good  care. 

PHYSICIANS 

Our  study  also  revealed  that  some  physicians  who  were  billing  the 
State  for  two  visits  a  month  for  old-age  assistance  patients  in  the 
nursing  homes  were  not  always  seeing  these  patients  two  times  a  month. 
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Bills  rendered  were  for  services  not  provided.  In  fact,  one  of  the 
problems  that  we  frequently  hear  decried  is  the  difficulty  of  getting 
medical  care  for  private  patients  in  skilled  nursing  homes. 

Such,  however,  does  not  seem  to  be  the  case  with  public  assistance 
patients,  many  of  whom  were  presumably  seen  more  times  than  the 
State  licensing  regulations  required  or  the  physical  health  of  the  pa- 
tient necessitated — at  least  bills  to  the  State  would  so  indicate. 

Was  the  care  actually  provided  ?  If  it  was,  why  are  these  patients 
frequently  reported  by  the  hospitals  or  the  morgue  as  being  emaciated, 
covered  with  bed  sores,  and  physically  neglected  ?  Yet  not  once  has  a 
physician  in  "my  county  called  the  Aid  for  Aged  office  to  complain 
about  the  care  provided  by  the  home  later  criticized  by  other  author- 
ities. 

As  a  further  example  of  possible  fraud,  I  am  reminded  of  payments 
made  under  the  medical  assistance  program  to  a  doctor  for  alleged 
medical  care  furnished  a  number  of  patients.  This  "physician"  how- 
ever, is  neither  listed  in  the  telephone  directories  as  a  physician  nor 
registered  with  the  Academy  of  Medicine. 

DRUGS 

Another  curious  fact,  found  in  some  instances,  was  that  drugstores 
were  being  paid  for  "furnishing"  more  drugs  than  the  patients,  or  the 
nurses,  or  the  nurses'  records  indicate  were  received. 

To  what  extent  this  is  prevalent,  I  am  in  no  position  to  say.  How- 
ever, it  is  a  fact  that  one  drugstore  in  my  community  annually  does 
a  $170,000  business  on  old  age  assistance  drugs  alone.  There  is  no 
reason,  in  my  judgment  to  assume  that  these  medications  were  all  ac- 
tually delivered,  and  if  delivered,  used,  and  if  used,  needed.  Indeed, 
one  nursing  home  adminstrator  has  claimed  that  his  particular  home, 
as  well  as  others,  normally  obtains  his  household  supplies  under  the 
guise  of  drugs  for  patients,  paid  for  as  drugs  by  old  age  assistance. 
Another  nursing  home  operator  explained  to  me,  and  to  the  veterans 
hospital  social  worker,  that  his  drugstore  had  billed  a  private  patient 
three  times  in  1  month,  to  the  amount  of  around  $60,  without  ever 
itemizing  the  bill.  The  patient  disclaimed  having  received  that 
amount  of  medicine. 

One  pharmacist  has  admitted  that  several  nursing  homes  offered  per- 
centage kickbacks  if  he  would  service  their  telephone  accounts.  It 
was  made  clear  that  if  the  prescription  is  not  for  an  unreasonable  quan- 
tity, there  would  be  no  check  by  the  authorities ;  and  there  was  no  way 
of  knowing  that  the  patient  allegedly  receiving  the  drugs  either  sees 
them  or  needs  them. 

There  are  many  other  opportunities  for  supplementing  nursing 
home  "income"  through  drug  payments.  For  example,  one  of  my  in- 
formers has  advised  that  a  drugstore  in  my  county  popular  with  nurs- 
ing homes  is  owned  in  substantial  part  by  a  nursing  home  operator 
managing  a  large  number  of  beds. 

ADDITIONAL  FIELDS  OF  INTEREST 

There  are  still  other  areas  requiring  inquiry:  lab  work  that  may 
not  be  needed,  but  is  paid  for  by  public  funds ;  podiatrists — with*  a 
frequency  not  generally  countenanced  in  well-run  homes — providing 
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quick  and  routine  toenail  care,  paid  for  by  title  XIX;  payments  re- 
ceived for  orthopedic  shoes  when  the  "patient"  is  seen  wearing  only 
slippers ;  and  so  on. 

In  fact,  Mrs.  Griffiths,  you  asked  yesterday  a  question  relating  to 
the  thefts  in  hospitals.  This  kind  of  theft  goes  on  in  nursing  homes, 
but  in  a  way  I  am  speaking  of  what  might  be  described  as  another 
kind  of  theft — personal  expense  money,  for  example,  which  patients 
are  supposed  to  get  but  never  receive,  clothes  which  are  stolen,  hillings 
for  beauty  salon  work  that  is  never  done,  or  social  security  checks 
which  aren't  received. 

SUGGESTED  REVISIONS  IN  H.R.   5  710 

There  are,  of  course,  good  nursing  home  operators  whose  service 
to  the  community  needs  support  and  recognition.  In  all  too  many 
instances,  however,  the  abuses,  of  which  the  foregoing  are  a  sample, 
are  of  such  serious  consequences,  both  financially  and  for  the  patients 
whose  lives  are  involved,  that  H.K.  5710  should  be  revised  to  deal  ex- 
pressly with  nursing  home  problems. 

Because  of  time  limitations,  I  request,  Mr.  Chairman,  permission 
to  incorporate  our  suggested  revisions  as  an  addendum  to  this  hear- 
ing ;  and  should  the  committee  desire  further  detail  from  our  study  I 
would  be  glad  to  appear  at  an  executive  session  if  this  would  serve 
your  purpose. 

And  permit  me  again  to  refer  to  the  GAO  report  which  should  be 
completed  in  the  near  future. 

Thank  you  for  this  opportunity  to  appear  before  the  committee. 

The  Chairman.  Thank  you,  Mrs.  Mendelson.   Mr.  Curtis. 

Mr.  Curtis.  Is  that  GAO  report  a  report  on  Ohio  and  Cleveland  ? 

Mrs.  Mendelson.  Yes.  There  is  also,  as  I  understand  it,  a  report 
on  California  and  I  think  there  is  something  coming  out  on  Mas- 
sachusetts. 

The  Chairman.  Thank  you,  Mrs.  Mendelson,  for  bringing  to  us 
this  information.  You  have  an  addendum  to  your  statement. 
Mrs.  Mendelson.  Yes. 
The  Chairman.  Do  you  want  that  included  ? 

Mrs.  Mendelson.  I  didn't  pause  long  enough.  I  do  ask  permission 
if  that  could  be  included. 

The  Chairman.  Without  objection  that  will  also  be  included  in  the 
record  and  we  appreciate  your  offering  to  come  to  us  in  the  executive 
session  of  the  committee. 

(The  addendum  referred  to  follows :) 

Addendum  to  Statement  by  Mrs.  Mary  Adelaide  Mendelson  of  the  Welfare 
Federation  of  Cleveland 

The  conditions  which  I  reported  in  my  testimony  have  led  the  Nursing  Home 
Committee  of  The  Cleveland  Welfare  Federation  to  suggest  some  areas  in  which 
revisions  of  the  Social  Security  law  should  be  made.  This  addendum  singles 
out  those  areas  but  does  not  attempt  to  develop  precise  amendments.  The  report 
referred  to  in  the  testimony  provides  the  factual  rational  for  proposed  revisions. 

TITLE  XVIII,  PART  A 

reimbursement  for  reasonable  costs  should  be  for  care  in  fact  provided 

The  Nursing  Home  Committee  of  the  Welfare  Federation  recommends  that 
the  law  provide  a  procedure  under  which  reasonable  costs  for  which  reimburse- 
ment is  made  reflect  services  actually  rendered.   Even  at  this  early  date,  there 
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are  indications  that  services  are  not  always  actually  furnished  but  are  nonethe- 
less paid  for  by  reimbursement.  Under  the  law,  the  costs  of  services  are  to  be 
determined  and  a  charge  made  on  the  basis  of  such  determination.  But  the  re- 
quirements of  law  can  be  avoided.  For  example,  the  cost  of  physical  therapy 
can  be  figured  and  a  charge  made,  but  this  does  not  insure  that  therapy  is  actu- 
ally provided  for  the  patient.  No  clear  provision  is  made  for  an  inspection  of 
the  quality  of  the  care  or  a  determination  that  care  is,  in  fact,  being  provided. 
The  law  should  provide  for  such  inspection  and  determination. 

UTILIZATION  REVIEW  PLAN 

1.  Definition  of  extended  care  should  be  refined 

There  is  confusion  regarding  the  kinds  of  patients  who  are  eligible  for  extended 
care  coverage.  All  that  is  necessary  is  that  the  patient  be  in  need  of  care  for 
the  condition  for  which  he  was  placed  in  the  hospital  and  that  this  care  be  pro- 
vided in  a  facility  which,  among  other  things,  furnishes  skilled  nursing  care. 
Many  patients  do  need  skilled  nursing  care  for  the  condition  for  which  they  are 
hospitalized,  but  it  is  frequently  long  term  care  for  many  more  days  than  the 
100  days  allowed  under  Medicare.  The  utilization  review  committee  of  both 
the  hospital  and  the  extended  care  facility  have  complied  with  the  law  when 
the  patient  is  sent  to  and  received  at  the  extended  care  facility.  Perhaps  this  is 
the  purpose  of  Medicare,  but  if  so,  we  fear  that  the  patients  will  have  100  days 
of  extended  care  and  then  move  to  a  less  expensive  skilled  nursing  home  for 
another  year  or  two. 

We  think  the  patient  should  be  saved  from  the  unnecessary  and  traumatic 
moves  from  one  facility  to  another.  The  patient  will  be  spared  when  the  defini- 
tion of  extended  care  is  further  refind  so  that  the  utilization  review  committees 
can  perform  their  job. 

2.  Provision  for  a  different  kind  of  a  utilization  review  conunittee 

We  further  believe  that  a  different  kind  of  utilization  review  committee  should 
be  considered.  Presently,  in  Ohio  as  elsewhere,  a  physician  must  determine  the 
need  for  nursing  home  care.  The  physician  may  have  a  financial  interest  in  the 
extended  care  facility  and,  therefore,  be  unable  to  render  an  impartial  judgment. 
Title  XVIII  provides  that  there  shall  be  two  or  more  physicians  on  the  utilization 
review  committee.  Many  extended  care  facilities  may  accomplish  this  by  com- 
bining their  physicians  on  the  committee.  Such  a  committee  would  nOt  ensure  an 
objective  review  of  admissions,  duration  of  stays,  or  services  furnished. 

We  have  been  told  that  even  where  a  committee  of  physicians  from  outside  the 
facility  form  a  part  of  the  utilization  review  committee,  it  is  very  difficult  to 
oppose  the  house  physician.  We  understand  that  the  committee  reviews  the 
records  but  does  not  see  the  patent.  We  are  concerned  that  the  care  may  not 
actually  be  provided.  If  the  patient  is  not  seen,  and,  for  that  matter,  if  the  in- 
stitution is  not  seen,  then  the  Utilization  review  committee  is  handicapped,  to 
say  the  least,  in  making  its  judgment.  We  would  suggest,  therefore,  that  one  of 
two  changes  (or  both)  be  made  in  the  make-up  of  utilization  review  committees. 

First,  the  law  could  require  that  there  be  a  medical  team  on  the  state  level, 
composed  of  a  physician,  a  nurse,  and  a  social  worker,  which  will  make  a  spot 
check  on  extended  care  facilities  and  the  Medicare  patienlts  to  determine  the  kind 
of  care  given  in  fact,  the  conditions  of  the  facility,  and  the  integrity  of  the 
utilization  review  committee's  report.  Second,  the  law  could  require  that  the 
hospital  utilization  review  committee  be  used  as  the  review  committee  for  the 
extended  care  facility  with  which  it  has  a  transfer  agreement.  If  this  were  done, 
it  is  possible  that  the  hospitals  would  know  better  the  kinds  of  patients  who 
should  go  into  an  extended  care  facility.  They  would  know  what  happens  to  the 
palfcients  after  discharge  from  the  facility.  They  could  follow  the  actual  care 
of  the  patient,  thus  providing  a  continuity  of  care  not  realized  under  the  present 
law. 

INSPECTION  SHOULD  BE  AT  LEAST  ANNUALLY 

We  recommend  adoption  of  a  provision  requiring  that  the  extended  care  facility 
be  inspected  at  least  annually.  The  Conditions  for  Participation  allow  a  state 
to  visit  or  resurvey  institutions  where  necessary  to  ascertain  continued  com- 
pliance or  to  fit  into  the  periodic  or  cyclical  survey  of  the  state  programs.  Our 
evidence  indicates  that  homes  must  be  inspected  regularly.  Information  per- 
sists in  coming  to  us,  even  regarding  certified  homes,  that  personnel,  for  example, 
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are  added  for  purposes  of  the  survey  and  not  for  the  purpose  of  providing  the 
services  needed.  A  spot  check  by  the  medical  team  suggested  for  utilization 
review  above  would,  of  course,  mean  a  continuous  threat  of  inspection  of  both 
patient  care  and  the  facility  which  in  turn  would  increase  the  chances  that  the 
homes  will  act  in  good  faith.  However,  we  believe  the  law  should  provide  an 
additional  check  by  making  inspections  mandatory.  The  Conditions  for  Par- 
ticipation allow  some  leeway  in  compliance.  There  should  be  substantial  com- 
pliance with  the  standards,  if  not  full  compliance,  and  there  can  be  conditional 
compliance.  In  those  instances  where  there  is  not  full  compliance,  the  state  is 
required  to  resurvey  within  a  prescribed  time.  Leeway  must,  of  course,  be  left 
so  that  homes  making  every  effort  to  comply  are  given  the  time  in  which  to  do  so. 
Based  on  our  evidence,  the  fact  remains,  however,  that  unless  there  is  mandatory 
inspection  and  some  check  on  the  resurveys  by  the  Federal  government  there  are 
homes  that  will  continue  to  be  certified,  although  not,  in  fact,  complying. 

OWNERSHIP  SHOULD  BE  DISCLOSED 

We  question  the  qualifications  of  some  nursing  home  owners.  We  recommend 
that  the  law  requiring  that  the  extended  care  facility  have  an  effective  governing 
body  should  be  amended  to  require  further  that  ownership  be  fully  disclosed. 
It  is  of  vital  importance  to  know  whether  a  facility  is  connected  through  owner- 
ship with  groups  who  can  have  an  interest  detrimental  to  the  best  welfare  of 
the  patient. 

FINANCING  CHARGES  SHOULD  REFLECT  PROPER  INTEREST  RATES 

In  light  of  evidence  available  of  unduly  high  interest  rates  charged  for  mort- 
gage loans,  we  would  like  to  see  that  reasonable  costs  do  not  permit  reimburse- 
ment for  interest  charges  above  those  normal  for  the  area  at  the  time  the  loan 
was  made. 

TITLE  XVIII,  PART  B 

(The  suggestions  of  the  Cleveland  Welfare  Federation  for  amendment  of 
Part  B  of  Title  XVIII  are  not  related  to  the  problems  discussed  in  my  testimony 
but  are  of  great  significance  to  nursing  home  patients. ) 

BILLING  METHODS  SHOULD  BE  CHANGED  TO  PROVIDE  A  THIRD  CHOICE 

Since  many  physicians  bill  the  patient  directly,  rather  than  the  carrier  on 
assignment,  and  since  the  carrier  can  only  pay  if  the  bill  is  on  assignment  or 
prepaid,  patients  have  been  caught  in  a  vise.  The  doctor  who  refuses  assign- 
ment demands  his  pay.  The  patient  must  find  the  money,  which  he  may  only 
be  able  to  do  by  withdrawing  from  his  savings  or  by  getting  a  loan.  Either 
method  can  and  does  work  a  hardship  on  many  patients.  Therefore,  we  recom- 
mend a  third  method  of  reimbursement,  namely,  that  the  patient  be  permitted 
to  turn  his  unpaid  bill  over  to  the  carrier  to  process.  The  person  over  65  may 
be  easily  confused.  The  simple  method  of  turning  over  an  unpaid  bill  to  be 
handled  for  him  has  the  merit  of  clarity. 

PHYSICAL  EXAMINATION  IN   SOME  INSTANCES   SHOULD  BE  COVERED 

Routine  physical  examination  is  not  covered  by  Medicare.  But  people  in 
nursing  homes  for  long  term  care  present  a  special  situation.  Some  state  licens- 
ing regulations,  as  well  as  wise  health  care,  require  periodic  examination  by  the 
physician.    This  should  be  covered  explicitly  under  Medicare  Part  B. 

TITLE  XIX 

COVERAGE — ADDITIONAL   CARE   SHOULD   BE  ADDED 

Title  XIX  includes  coverage  of  skilled  nursing  home  care.  No  definition  is 
provided  for  skilled  nursing  care.  It  is  left  to  the  State  plan  to  determine  who 
is  eligible  and  how  he  becomes  so.  There  is  confusion,  however.  The  confusion 
arises  because  there  are  three  different  kinds  of  care  into  which  patients  fall, 
all  three  of  which  are  provided  in  the  same  kind  of  home :  extended  care,  skilled 
care,  and  custodial  care.  Both  extended  care  and  skilled  care  are  defined  onlv 
through  describing  what  the  facility  shall  provide.  Custodial  care  is  excluded 
from  coverage  in  extended  care.    Some  people  equate  long  term  care  with  cus- 
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todial  care.  We  think  that  custodial  care  should  be  defined.  We  believe  it 
should  be  defined  to  mean  personal  assistance  only.  Medication  is  not  a  part  of 
the  treatment,  and  the  assistance  is  actually  a  kind  of  supervision.  These  people 
can  take  care  of  themselves,  but  they  might  forget  to  eat,  or  they  might  get  lost, 
or  they  might  forget  what  happened  the  day  before.  They  need  some  protection 
but  they  do  not  need  the  skills  involved  in  bathing,  feeding,  etc.  They  may  need 
the  protective  environment  for  a  long  time.  Most  of  the  people  in  skilled  nurs- 
ing homes  are  also  there  for  a  long  time.  They,  however,  need  more  care  than 
personal  assistance.  We  believe  that  there  would  be  less  confusion  if  the  Fed- 
eral government  matched  funds  for  custodial  care,  although  we  recognize  that 
it  is  not  medical  care.  Perhaps  in  so  doing,  the  other  programs  of  extended 
care  and  skilled  nursing  care  would  bo  easier  to  administer  and  less  likely  to  be 
abused. 

REASONABLE  COSTS  FOR  NURSING  SERVICES  SHOULD  BE  REIMBURSED 

Reasonable  costs  should  be  paid  for  skilled  nursing  care.  The  necessary 
studies  apparently  have  not  been  made  to  determine  what  services  are  needed 
or  what  the  costs  would  be.  For  example,  equipment  for  physical  therapy  is 
expensive.  The  equipment  may  not  be  necessary  for  long  term  care  patients 
who,  nevertheless,  need  skilled  nursing  care.  Such  equipment  may,  on  the  other 
hand,  be  necessary  for  extended  care  patients  who  presumably  can  be  rehabil- 
itated. The  services  provided  under  title  XIX  in  skilled  nursing  homes 
should  be  only  those  necessary  for  the  comfort  and  maintenance  of  the  patient. 
The  reasonable  costs  should  be  reimbursed,  excluding  questionably  high  interest 
rates.  We  cannot  expect  necessary  services  or  demand  reasonable  standards 
unless  we  agree  to  pay  the  fair  cost. 

FEDERAL  STANDARDS  SHOULD  BE  ESTABLISHED 

Since  most  patients  need  long  term  skilled  nursing  care  and  since  50  or  60% 
of  the  patients  in  the  skilled  nursing  homes  receive  public  assistance,  attention 
must  be  given  to  maintaining  standards  in  these  nursing  homes  as  well  as  in 
extended  care  facilities.  These  standards  should  include  provision  for  a  medical 
team  which  can  check  the  necessity  of  the  care  provided  and  the  fact  that 
care  was,  in  fact,  provided.  In  addition,  certain  minimal  standards  relating 
to  nursing  staff  and  medical  consultation  should  be  ensured.  Some  provision 
for  diversional  activities  might  be  included,  particularly  if  reimbursement 
is  based  on  a  reasonable  cost. 

REPRESENTATIVE  PAYEE 

We  recognize  that  this  subject  is  not  a  part  of  Titles  XVIII  or  XIX  but  we 
would  like  to  make  a  comment  as  a  result  of  our  findings.  Social  Security  pro- 
vides a  method  whereby  a  person  incapable  of  handling  his  own  check  can  be 
protected  through  the  designation  of  a  representative  payee.  We  understand 
that  a  General  Accounting  Office  report  has  been  made  which  includes  evidence 
of  misuse  of  this  procedure.  We  have  found  that  some  nursing  home  operators 
have  been  named  representative  payees  and  have  abused  their  responsibility. 
We  do  not  know  that  specific  corrective  measures  should  be  provided,  but  we 
feel  strongly  that  some  protection  should  be  offered  the  old  and  often  con- 
fused patient  who  in  some  instances  has  been  deprived  of  his  Social  Security 
benefits. 

The  Chairman.  Off  the  record. 
(There  was  discussion  off  the  record.) 

The  Chairman.  Are  there  any  questions  of  Mrs.  Mendelson  ? 

Mrs.  Griffiths.  I  don't  have  any  questions,  but  I  would  like  to  say 
that  I  think  she  has  made  more  suggestions  for  saving  money  than 
anybody  else  has  made  so  far.  I  certainly  appreciate  hearing  you. 
In  my  opinion  we  should  have  had  a  full  house. 

The  Chairman.  Mr.  Byrnes. 

Mr.  Byrnes.  I  share  the  view  that  this  information  and  the  charges 
made  are  more  than  innuendos ;  they  require  an  investigation  by  this 
committee. 
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Let  me  ask  this :  Under  public  welfare  in  Ohio,  are  these  particular 
recipients  certified  and  admitted  by  the  State?  Doesn't  the  county 
perform  administrative  functions  in  conjunction  with  this  process? 

In  Wisconsin  we  operate  through  the  county — with  county  sharing 
in  the  costs — then  the  State,  and  then  Federal.  The  administration 
is  for  the  most  part  local. 

Mrs.  Mendelson.  There  are  several  things  I  think  should  be  pointed 
out  with  regard  to  that.  First,  the  homes  themselves  as  the  nursing 
homes,  are  licensed  by  the  State  health  department. 

Now,  some  parts  of  county  and  city  are  used  in  that  process  in  Ohio 
such  as  the  building  department,  and  so  on. 

Mr.  Byrnes.  No,  I  am  referring  to  the  authority  that  is  responsible 
for  certifying  a  patient  and  making  the  arrangements  for  their  admit- 
tance to  the  nursing  home. 

Mrs.  Mendelson.  This  is  done  on  the  county  level  by  what  we  call 
the  aid  for  aged  office.  This  presently  is  administered  by  the  county 
itself,  but  it  is  under  the  supervision  of  the  State. 

However,  each  county  has  its  welfare  department. 

Mr.  Byrnes.  Then  you  operate  very  much  like  Wisconsin,  which 
brings  me  to  the  basic  question.  Although  the  Federal  Government 
bears  a  large  share  of  the  cost  for  these  services,  I  assume  the  county 
and  the  State  also  share  in  these  costs. 

Mrs.  Mendelson.  I  believe,  Mr.  Byrnes,  that  this  has  changed  or 
will  change  in  Ohio.  You  see,  the  reason  I  can't  answer  you  directly 
is  that  we  have  just  gone  under  a  reorganization  of  our  welfare  sys- 
tem. However,  as  I  understand,  the  aid  for  aged  program  is  financed 
by  the  State  and  the  Federal  Government,  not  the  county. 

Mr.  Byrnes.  No  county  participation  ? 

Mrs.  Mendelson.  That  is  right,  no  county  participation.  That, 
however,  may  change  in  the  future  and  it  will  change  according  to  the 
county's  population,  ability,  and  so  forth,  but  I  am  not  clear  on  that 
point,  Mr.  Byrnes. 

Mr.  Byrnes.  Where  this  occurs  at  the  county  level  and  the  county 
is  participating,  I  can't  understand  why  examples  from  your  investi- 
gation haven't  been  brought  to  the  attention  of  the  local  prosecuting 
authorities. 

In  all  of  these  cases  the  State  is  participating  in  the  costs.  If  serv- 
ices or  drugs  are  billed  to  the  State  which  have  not  been  rendered,  if 
there  is  a  kickback  on  drugs,  or  if  food  was  purchased  but  not  delivered, 
the  State  is  being  defrauded.  I  can't  understand  why  the  State's  at- 
torney has  not  acted  to  protect  the  State's  funds. 

That  doesn't  excuse  the  Federal  Government  from  its  responsibility 
of  overseeing  the  proper  expenditure  of  Federal  funds.  But  if  your 
examples  are  actual  cases,  there  has  been  a  great  failure  of  State  and 
local  law  enforcement. 

Mrs.  Mendelson.  Mr.  Byrnes,  let  me  first  point  out  that  the  Welfare 
Federation  is  not  an  investigatory  body.  We  haven't  any  au- 
thority  

Mr.  Byrnes.  You  have  these  cases.  There  are  the  results  of  your 
investigation. 

Mrs.  Mendelson.  Things  that  we  have  dug  up.  I  just  wanted  to 
put  that  on  the  record,  because  we  don't  have  the  resources  to  go  to 
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the  extreme  which  you  are  suggesting.  Of  course,  as  a  result  of  what 
we  did  find  we  felt  it  necessary  to  come  here  to  Congress.  We  have 
talked  to  some  extent  on  the  other  issues  with  State  authorities. 

One  of  the  things  I  think  that  is  extremely  difficult  to  appreciate  is 
the  complication  of  the  way  in  which  billings  are  done,  for  example, 
so  that  it  is  almost  impossible,  without  someone  really  going  in,  to 
know,  Mr.  Byrnes,  whether,  for  example,  a  drugstore  is  delivering  the 
merchandise. 

Mr.  Byrnes.  The  State  and  local  authorities  have  the  ability.  I 
understand  that  you  don't  have  the  power  of  subpena  or  the  funds  and 
personnel  to  do  a  thorough  investigative  job,  but  you  have  made  some 
very  serious  charges.  Do  you  bring  the  same  information  that  is  con- 
tained in  your  statement,  plus  the  more  detailed  information  you  sug- 
gest you  can  provide  in  executive  session,  to  the  attention  of  any  State 
law  enforcing  authority  or  State  welfare  department?  Is  this  the 
only  place  you  have  brought  this  information. 

Mrs.  Mendelson.  This  is  the  only  place  we  have  brought  It. 

Mr.  Byrnes.  Why? 

Mrs.  Mendelson.  Because  we  have  felt  that  this  is  a  national  prob- 
lem. The  Senate  subcommittee,  for  instance,  has  had  hearings.  You 
will  find  that  this  situation  exists  elsewhere. 

Mr.  Byrnes.  But  the  basic  administration  of  these  programs  is  at 
the  State  and  local  level.  I  think  you  are  talking  primarily  about 
old-age  assistance  cases.  They  are  put  in  nursing  homes  for  custodial 
care  instead  of  paying  for  their  rent  or  their  shelter. 

They  have  a  contract  with  the  home.  But  under  the  law  the  basic 
administration  of  these  programs  is  with  the  State.  I  would  assume 
in  the  position  that  you  are  in  that  you  would  be  acquainted  with 
where  the  basic  responsibilities  for  administration  lie. 

Again  I  repeat,  I  am  not  suggesting  that  the  Congress  or  the  Fed- 
eral Government  should  turn  its  back  on  this.  We  shouldn't.  But 
those  with  fundamental  responsibility  should  have  an  opportunity 
to  act,  and  should  not  simply  be  bypassed. 

Mrs.  Mendelson.  Mr.  Byrnes,  may  I  go  back  to  the  history  of  this 
and  how  it  developed,  and  explain  what  our  reasoning  was  ? 

When  we  realized  these  findings  we  debated  where  we  should  go 
with  them.  Now,  at  that  time,  or  really  shortly  after  the  Fitchville 
Nursing  Home  fire  that  took  place  in  Ohio,  the  welfare  federation 
hired  me.  At  that  time  there  were  hearings  which  were  starting 
throughout  the  country  by  the  Senate  Subcommittee  on  Aging.  This 
was  already  organized.  We  knew  this  or  suspected  that  this  is  a 
national  problem.  We  knew  that  there  was  body  of  information  that 
was  already  being  gathered. 

We  therefore  came  to  the  Senate  subcommittee  with  our  findings. 
Again  let  me  emphasize,  realizing  that  in  our  opinion  this  was 
national,  realizing  that  already  

Mr.  Byrnes.  But  law  enforcement  of  this  kind  is  not  exclusively 
national.  The  State  is  the  administrative  authority  for  determining 
that  State  money  is  being  properly  spent.  The  States  certify  to  the 
Federal  Government  that  they  have  properly  and  honestly  paid  money 
for  covered  services  and  that  they  are  entitled  to  share  their  costs 
with  the  Federal  Government. 
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Mr.  Burke.  Would  the  gentleman  yield  ? 

The  Chairman.  Pardon  me.  I  think  it  would  be  fair  for  us  to 
inquire  as  to  whether  Mrs.  Mendelson,  first,  is  a  lawyer  .  Are  you  a 
lawyer  ? 

Mrs.  Mendelson.  No,  I  am  not. 

The  Chairman.  Well,  now,  I  don't  believe  we  should  attribute  all 
these  fair  ladies  of  the  land  with  a  complete  knowledge  of  the  law, 
and  I  am  sure  Mr.  Byrnes  doesn't. 

His  point  is  this,  as  I  understand  it :  That  this  is  at  least  a  joint  re- 
sponsibility. I  would  be  amazed  to  learn  that  any  of  this  is  going  on 
in  my  own  State  and  I  think  Mr.  Byrnes  perhaps  shares  that  thought 
with  respect  to  the  State  of  Wisconsin. 

At  least  I  have  heard  of  none  of  it  and  I  think  that  in  the  position 
I  am  in  I  would  have  heard  of  some  of  it  if  anybody  knew  anything 
about  it.  Certainly  if  it  were  existent  in  every  State  I  would  think 
then  that  you  would  want  to  come  to  us  about  it,  but  since  there  is  a 
possibility  that  this  is  only  existent  in  some  States  I  would  think  that 
there  is  a  State  responsibility  as  well  as  a  responsibility  on  our  part  to 
see  that  corrections  are  made. 

Let  me  ask  a  question  if  I  may  about  your  Ohio  situation.  Is  there 
an  agency  at  the  State  level  that  determines  standards  with  respect  to 
nursing  homes  within  Ohio  ? 

Mrs.  Mendelson.  Yes. 

The  Chairman.  Does  that  agency  have  anything  to  do  with  the 
type  of  people  who  may  own  nursing  homes,  who  they  are  ?  Does  it 
grant  licenses? 

Mrs.  Mendelson.  Yes.  We  must  disclose  who  the  owners  are  and 
the  owners  must  be  reputable. 

The  Chairman.  Do  you  know  of  any  ownership  of  any  nursing 
homes  in  your  area  by  people  of  dubious  reputation  ? 

Mrs.  Mendelson.  Yes. 

The  Chairman.  It  seems  to  me  that  somewhere  along  the  line  a  little 
bit  of  tight  supervision  and  control  has  fallen  down.  I  think  that  is 
Mr.  Byrnes'  point.  So  we  certainly  will  have  you  back  with  us.  I 
understand  that  you  have  been  more  or  less  the  public  advocate  in  this 
matter  of  trying  to  look  after  the  interests  of  those  who  do  not  have 
anyone  else  doing  it,  and  you  are  to  be  commended  for  that  spirit  and 
that  attitude.  These  are  very  serious  charges  that  you  make.  We 
certainly  want  you  in  executive  session  to  give  us  further  information. 

If  there  is  any  way  that  we  can  prevent  a  continuation  of  this  sit- 
uation I  know  that  the  committee  would  be  unanimous  in  its  feeling 
that  we  want  to  do  that.  I  think  it  will  require  some  action  at  State 
level  also  in  the  policing  of  whatever  we  do  to  see  to  it  that  Federal 
provisions  in  this  respect  are  carried  out.  We  can't  do  that  ourselves. 
Our  main  concern  is  with  how  we  can  act  and  be  certain  that  we  actually 
get  the  result  we  want  in  the  field.    Mr.  Vanik. 

Mr.  Vanik.  Mr.  Chairman,  I  just  want  to  point  out  that  the  wel- 
fare federation,  through  the  work  of  Mrs.  Mendelson,  has  done  some- 
thing that  needs  doing  all  over  the  country.  She  has  gone  into  the 
individual  homes  and  looked  into  the  plight  of  the  people  that  are  con- 
fined. I  doubt  that  we  know  as  much  as  we  should  about  these  matters 
because  no  one  is  doing  the  public's  work  and  really  checking  the  plight 
of  the  people. 
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The  welfare  federation  was  also  the  subject  of  testimony  that  was 
given  earlier  today  in  the  statement  by  Mr.  Morris,  representing  the 
American  Nursing  Home  Association,  in  which  he  directed  attention 
to  the  Cleveland  plan  which  was  evolved  through  the  welfare  federa- 
tion in  determining  need,  and  amortization,  and  depreciation  of  nurs- 
ing homes  and  hospitals. 

I  just  want  to  pay  some  tribute  to  the  work  of  the  welfare  federa- 
tion and  to  the  leadership  of  our  Cleveland  community  in  trying  to 
develop  a  real  social  responsibility  for  the  plight  of  our  people. 

Mrs.  Mendelson.  Thank  you,  Mr.  Vanik. 

The  Chairman.  We  do  appreciate  your  coming  to  the  committee 
and  we  commend  you  for  the  efforts  that  you  have  made  to  try  to  pro- 
tect these  people  who  are  in  these  nursing  homes. 

We  thank  you. 

(There  follows  a  report  to  the  Subcommittee  on  Long-Term  Care, 
Special  Committee  on  Aging,  U.S.  Senate,  on  an  inquiry  into  alleged 
improper  practices  in  providing  nursing  home  care,  medical  services, 
and  prescribed  drugs  to  old-age  assistance  recipients  in  the  Cleveland, 
Ohio,  area  made  by  the  Comptroller  General  of  the  United  States, 
March  1967:) 


REPORT  TO 
SUBCOMMITTEE  ON  LONG-TERM  CARE 
SPECIAL  COMMITTEE  ON  AGING 
UNITED  STATES  SENATE 

INQUIRY  INTO 
ALLEGED  IMPROPER  PRACTICES  IN  PROVIDING 
NURSING  HOME  CARE,  MEDICAL  SERVICES,  AND 
PRESCRIRED  DRUGS  TO  OLD-AGE  ASSISTANCE  RECIPIENTS 
IN  THE  CLEVELAND,  OHIO,  AREA 


WELFARE  ADMINISTRATION 
DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 


BY 


THE  COMPTROLLER  GENERAL 


OF  THE  UNITED  STATES 


MARCH  1967 
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COMPTROLLER  GENERAL  OF  THE  UNITED  STATES 


WASHINGTON.  D  C  20548 


B-114836 


MAR  3  1 1967 


Dear  Mr.  Chairman: 

In  response  to  your  request  dated  September  20,  1966,  the  General 
Accounting  Office  has  made  a  preliminary  inquiry  into  certain  allegations 
of  improper  practices  in  providing  nursing  home  care,  medical  services, 
and  prescribed  drugs  for  old-age  assistance  recipients  in  the  Cleveland, 
Ohio,  area. 

In  accordance  with  your  request,  our  inquiry  was  directed  to  a  re- 
view of  the  policies  and  procedures  of  the  cognizant  Federal,  State,  and 
county  agencies,  which  were  pertinent  to  the  activities  discussed  in  a 
confidential  report  furnished  to  your  Subcommittee,  and  a  review  of 
such  information  in  the  records  of  these  agencies  as  we  considered  use- 
ful in  assessing  the  desirability  of  undertaking  a  thorough  investigation 
into  the  activities  discussed  in  the  confidential  report. 

The  allegations  which  were  the  subject  of  our  inquiry  relate  prin- 
cipally to  the  adequacy  of  enforcement  of  the  State  of  Ohio  nursing  home 
licensing  requirements  for  the  standards  of  treatment  and  care  of  nurs- 
ing home  residents,  the  appropriateness  of  procedures  and  practices 
employed  in  placing  welfare  recipients  in  nursing  homes,  and  the  ade- 
quacy of  State  controls  over  payments  to  vendors,  including  medical  or 
health  care  practitioners,  and  pharmacies. 

Although  certain  allegations  were  made  which  related  to  the  sources 
of  financing  for  nursing  home  operations  and  the  possible  business,  politi- 
cal, or  criminal  connections  of  nursing  home  operators,  in  general  in- 
quiry into  these  allegations  was  beyond  the  scope  of  our  examination. 

We  did  not  visit  or  review  the  records  of  any  nursing  homes,  medi- 
cal or  health  care  practitioners,  or  vendors  of  drugs  and  other  medical 
supplies.   Also,  although  we  interviewed  Federal,  State,  and  county  of- 
ficials and  personnel,  as  deemed  necessary,  to  secure  information  and 
clarification  of  certain  policies  and  procedures  and  their  application,  in 
accordance  with  the  agreement  with  the  staff  of  the  Subcommittee,  we 
did  not  apprise  these  officials  of  the  bases  for  or  the  results  of  our  in- 
quiry or  obtain  their  comments  on  our  findings. 
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On  the  basis  of  information  obtained  in  our  inquiry  and  described 
in  the  accompanying  report,  it  is  our  opinion  that,  because  of  inadequa- 
cies in  pertinent  policies,  procedures,  and  controls,  or  in  their  imple- 
mentation, practices  or  deficiencies  of  the  types  described  in  those 
allegations  which  provided  the  bases  for  our  inquiry  could  exist  without 
detection  by  appropriate  authorities  or,  if  detected,  could  continue  with- 
out appropriate  corrective  action.   Therefore,  we   believe  that  each  of 
the  areas  to  which  we  directed  our  inquiry  would  warrant  further  examina- 
tion or  investigation,  and  in  greater  depth,  to  ascertain  the  extent  to 
which  the  alleged  practices  or  deficiencies  do,  in  fact,  exist  and  to  de- 
velop suggestions  for  needed  improvements  in  related  policies,  proce- 
dures, and  controls. 

We  plan  to  make  no  further  distribution  of  this  report  unless 
copies  are  specifically  requested,  and  then  copies  will  be  distributed 
only  after  your  approval  has  been  obtained. 


Sincerely  yours, 


Comptroller  General 
of  the  United  States 


Assistant 


The  Honorable  Frank  E.  Moss,  Chairman 
Subcommittee  on  Long-Term  Care 
Special  Committee  on  Aging 
United  States  Senate 
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REPORT  ON 
INQUIRY  INTO 
ALLEGED  IMPROPER  PRACTICES  IN  PROVIDING 
NURSING  HOME  CARE,  MEDICAL  SERVICES,  AND 
PRESCRIBED  DRUGS  TO  OLD-AGE  ASSISTANCE  RECIPIENTS 
IN  THE  CLEVELAND,  OHIO,  AREA 
WELFARE  ADMINISTRATION 
DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE 

Pursuant  to  a  request  from  the  Chairman  of  the  Subcommittee  on 
Long-Term  Care,  Special  Committee  on  Aging,  United  States  Senate, 
the  General  Accounting  Office  has  made  a  preliminary  inquiry  into 
certain  allegations  of  improper  practices  in  providing  nursing  home 
care,  medical  services,  and  prescribed  drugs  for  old-age  assistance 
recipients  in  the  Cleveland,  Ohio,  area.     A  copy  of  the  letter  to 
the  Comptroller  General  from  the  Chairman  of  the  Subcommittee  on 
Long-Term  Care,  requesting  that  the  preliminary  inquiry  be  under- 
taken, is  included  as  an  appendix  to  this  report. 

BACKGROUND 

Under  the  Social  Security  Act,  as  amended  (42  U.S.C.  301),  the 
Department  of  Health,  Education,  and  Welfare  (HEW)  is  authorized  to 
make  payments  to  States  in  aid  of  programs  administered  under  State 
plans,  approved  by  HEW,  for  public  assistance,  including  medical  as- 
sistance to  certain  categories  of  needy  persons. 

The  programs  for  which  Federal  aid  is  authorized  by  the  Social 
Security  Act  and  which  are  in  effect  in  Ohio  include,  among  others, 
the  old-age  assistance  (OAA)  program  authorized  by  title  I  of  the 
act  and,  since  July  1,  1966,  the  medical  assistance  program  autho- 
rized by  title  XIX  of  the  act.     Title  XIX,  which  became  effective 
January  1,  1966,  authorizes  Federal  participation  in  the  cost  of 
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providing  medical  assistance  to  individuals  who  are  recipients  of 
assistance  payments  under  programs  authorized  by  title  I  and  cer- 
tain other  titles  of  the  Social  Security  Act.  If  provided  for  in 
the  approved  State  plan,  the  cost  of  furnishing  medical  assistance 
to  persons  who  need  assistance  for  medical  care,  and  who  would  be 
eligible  for  assistance  payments  under  the  other  programs  but  for 
their  level  of  income  or  other  financial  resources,  is  subject  to 
Federal  participation  also,  under  title  XIX. 

HEW  provides  Federal  financial  participation  in  the  costs  in- 
curred by  the  States  in  carrying  out  their  respective  welfare  pro- 
grams, in  accordance  with  formulas  established  under  the  act. 
Funds  are  made  available  to  each  State  on  the  basis  of  the  State's 
estimated  needs,  subject  to  later  adjustments  based  on  actual  cost 
experience . 

Under  the  act,  the  States  have  primary  responsibility  for  ini- 
tiating and  administering  public  assistance  programs.     The  nature 
and  scope  of  the  programs  are  contained  in  State  plans  which,  after 
approval  by  HEW,  serve  as  the  basis  for  Federal  grants  to  the 
States.     Under  these  approved  State  plans  and  related  HEW  adminis- 
trative requirements,  the  States  are  expected  to  administer  the 
public  assistance  programs  in  a  proper  and  efficient  manner  and  to 
ensure  that  expenditures  subject  to  Federal  participation  are 
proper  and  are  supported  by  adequate  records. 

HEW  is  responsible  for  assuring  itself,  through  appropriate 
administrative  reviews  and  audits  of  State  program  activities,  of 
the  adequacy  of  State  program  administration.     Continuing  reviews 
of  State  and  local  administration  of  public  assistance  programs  are 
provided  for  in  the  Department's  regulations  (45  CFR  201.6).  The 
purpose  of  these  reviews  is  to  determine  whether  the  State  agen- 
cies adhere  to  the  Federal  requirements,  including  the  provisions 
of  State  plans. 
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HEW's  nine  regional  offices  provide  general  administrative  di- 
rection and  coordination  of  the  federally  aided  State  public  assis- 
tance programs.     The  State  of  Ohio  is  included  in  Region  V  which  is 
headquartered  in  Chicago,   Illinois.     Administrative  reviews  of 
State  welfare  program  activities  are  primarily  the  responsibility 
of  regional  representatives  of  the  Bureau  of  Family  Services,  Wel- 
fare Administration.     Departmental  audit  activities  are  the  respon- 
sibility of  the  HEW  Audit  Agency  and  are  carried  out  under  the  im- 
mediate direction  of  regional  auditors  located  in  the  regional  of- 
fices . 

The  Ohio  State  plan,  as  approved  by  the  Welfare  Administra- 
tion, provides  for  administration  of  the  OAA  program  (in  Ohio  known 
as  the  aid  for  the  aged  or  AFA  program)  by  the  local  welfare  agen- 
cies in  each  of  the  State's  88  counties.     The  Ohio  Department  of 
Public  Welfare  is  designated  as  the  single  State  agency  with  au- 
thority to  supervise  administration  of  the  AFA  program. 

Prior  to  July  1,  1966,  medical  assistance  furnished  to  AFA 
recipients  was  provided  under  the  State's  old-age  assistance  pro- 
gram with  Federal  financial  participation  under  title  I  of  the  So- 
cial Security  Act. 

Under  this  program,  the  State  plan  provided  for  assistance 
payments  to  recipients  in  amounts  necessary  to  cover  their  budgeted 
nonmedical  needs  after  giving  consideration  to  each  individual's 
other  income  and  financial  resources.     For  AFA  recipients  who,  be- 
cause of  their  physical  or  mental  condition,  needed  care  in  a 
skilled  nursing  home  or  rest  home,  the  State  considered  the  cost  of 
such  care,  at  rates  or  allowances  established  by  the  State,  in  es- 
tablishing the  budgeted  needs  of  each  individual  as  a  basis  for  de- 
termining the  amount  of  the  required  money  assistance  payment.  The 
recipient  utilized  the  assistance  payment  from  the  State,  together 
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with  his  other  resources  if  any,  to  make  payment  to  the  nursing 
home  or  rest  home  operator. 

In  addition,  the  State  made  payment  directly  to  vendors  of 
medical  services  and  supplies,  including  physicians,  hospitals,  and 
pharmacies,  for  the  medical  needs  of  the  AFA  recipients. 

Since  July  1,  1966,  payments  to  vendors  of  medical  services 
and  supplies  needed  by  AFA  recipients  have  been  provided  for  under 
the  State's  title  XIX  medical  assistance  program.     Also,  limited 
nursing  home  care  is  provided  under  this  program  through  payments 
made  directly  to  the  providers  of  the  care.     In  general,  however, 
the  cost  of  skilled  nursing  home  care  required  by  AFA  recipients 
continues  to  be  covered,  as  previously,  through  money  assistance 
payments  to  the  individual  recipients. 

In  November  1966,  there  were  about  5,941  beds  in  about  85 
nursing  homes  located  in  Cuyahoga  County,  of  which  23  were  being 
operated  by  nonprofit  charitable  organizations,  61  were  being  oper- 
ated by  private  individuals  or  institutions  for  profit,  and  1  was 
being  operated  by  the  county.    As  of  January  1967,  there  were  1,684 
AFA  recipients  receiving  nursing  care  in  these  homes. 

Money  payments  amounting  to  $5.6  million  were  made  in  July 
1966  to  the  AFA  recipients  in  the  State  of  Ohio.     About  63  percent, 
or  $3.6  million  of  this  amount,  represented  Federal  funds. 

The  State  Department  of  Health  (SDH)  of  Ohio  has  responsibil- 
ity for  the  licensing  of  nursing  homes  and  for  the  enforcement  of 
the  provisions  of  the  Ohio  Revised  Code  and  the  rules  and  regula- 
tions issued  pursuant  thereto  pertaining  to  the  physical  plant  and 
equipment;  nursing  and  other  personnel  serving  the  patients;  sani- 
tation; handling,  preparation,  and  storage  of  food;  treatment  and 
care  of  patients;  and  recordation  of  and  authorization  for  the  ad- 
ministration of  medications  and  treatment  of  patients. 
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The  SDH  is  required  to  inspect  each  nursing  home  at  least  once 
each  calendar  year.     Nurses  and  sanitarians  assigned  to  district 
offices  of  the  SDH  perform  health  care  and  sanitary  inspections. 
The  building  and  fire  departments  of  14  municipalities  in  Cuyahoga 
County  perform  inspections  of  homes  within  their  boundaries  to  de- 
termine the  degree  of  compliance  with  minimum  standards  of  the  Ohio 
Building  Code  and  local  ordinances.     Similar  inspections  of  homes 
in  rural  areas  are  performed  by  the  Ohio  Department  of  Industrial 
Relations  or  by  the  State  Fire  Marshal.    Reports  of  inspections  are 
sent  to  the  Nursing  Home  Unit,  SDH,  and  a  copy  of  each  report  is 
given  to  the  operator  of  the  nursing  home. 
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ALLEGATIONS  AND  SCOPE  OF  INQUIRY 
The  allegations  which  were  the  subject  of  our  inquiry  relate 
principally  to: 

1.  The  adequacy  of  enforcement  of  the  State  of- Ohio  nursing 
home  licensing  requirements  for  the  standards  of  treatment 
and  care  of  nursing  home  residents  or  patients  and  the  re- 
sultant or  related  actual  level  or  quality  of  treatment  and 
care  provided  to  AFA  recipients  who  are  residents  of  nurs- 
ing homes. 

2.  The  appropriateness  of  procedures  and  practices  employed  in 
placing  AFA  recipients  in  nursing  homes.     Suggestions  were 
made  that  certain  unethical  or  improper  practices  are  in- 
volved in  that  individuals  responsible  for  referring  per- 
sons for  placement,  or  for  actual  placement,  may  receive 
payment  from  certain  nursing  home  operators  for  certain 
concessions  and  that  State  money  allowances  for  nursing 
home  care  may  be  established  in  many  cases  at  a  rate  higher 
than  is  appropriate  under  the  State's  established  criteria 
for  the  type  of  care  required  by  individual  recipients. 

3.  The  adequacy  of  State  controls  over  payments  to  vendors, 
including  medical  or  health  care  practitioners  and  pharma- 
cies.    The  suggestion  was  made  that  certain  vendors  may 
bill  and  be  paid  for  services  or  goods  which  are  not  actu- 
ally required  by  AFA  recipients  or  provided  to  them. 

In  addition  to  allegations  relating  to  the  areas  described 
above,  which  constituted  the  primary  bases  for  our  inquiry,  several 
allegations  of  a  specific  nature  were  made.     Also,  certain  allega- 
tions were  made  which  relate  to  the  sources  of  financing  for  nurs- 
ing home  operations  and  the  possible  business,  political,  or  crimi- 
nal connections  of  nursing  home  operators.     Although  we  made  lim- 
ited inquiries  into  certain  of  the  specific  allegations  and  have 
included  comments  relating  thereto  in  this  report,  in  general  in- 
quiry into  these  allegations  was  beyond  the  scope  of  our  examina- 
tion. 
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As  our  inquiry  was  limited  to  a  review  of  the  Federal,  State, 
and  county  policies  and  procedures  and  selected  State  and  county 
records  pertinent  to  the  allegations  made,  we  did  not  attempt  to 
independently  establish  the  validity  or  invalidity  of  the  allega- 
tions.   We  directed  our  attention  to  the  accumulation  of  informa- 
tion and  data  that  would  assist  in  defining  areas  in  which — because 
of  the  inadequacies  or  weaknesses  in  pertinent  policies,  proce- 
dures, or  controls  or  because  of  the  nature  of  information  con- 
tained in  pertinent  records--practices  or  deficiencies  of  the  types 
alleged  may  exist  and  a  review  or  investigation  in  greater  depth 
may  be  warranted.     The  extent  of  our  inquiry  into  each  of  the  areas 
to  which  the  allegations  relate  is  described  in  greater  detail  in 
the  appropriate  sections  of  this  report. 

We  did  not  visit  or  review  the  records  of  any  nursing  homes, 
medical  or  health  care  practitioners,  or  vendors  of  drugs  and  other 
medical  supplies.     Also,  although  we  interviewed  Federal,  State, 
and  county  officials  and  personnel,  as  deemed  necessary,  to  secure 
information  and  clarification  of  certain  policies  and  procedures 
and  their  application,  in  accordance  with  the  agreement  with  the 
staff  of  the  Subcommittee,  we  did  not  apprise  these  officials  of 
the  bases  for  or  the  results  of  our  inquiry  or  obtain  their  com- 
ments on  our  findings. 
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FINDINGS 

It  is  our  opinion  that,  because  of  inadequacies  in  pertinent 
policies,  procedures,  and  controls  or  in  their  implementation, 
practices  or  deficiencies  of  the  types  described  in  the  allegations 
which  provided  the  bases  for  our  inquiry  could  exist  without  detec- 
tion by  appropriate  authorities  or,  if  detected,  could  continue 
without  appropriate  corrective  action.     Therefore,  we  believe  that 
the  results  of  our  review,  as  shown  in  this  report,  demonstrate 
that  each  of  the  areas  to  which  we  directed  our  inquiry  would  war- 
rant further  examination  or  investigation,  and  in  greater  depth,  to 
ascertain  the  extent  to  which  the  alleged  practices  or  deficiencies 
do,  in  fact,  exist  and  to  develop  suggestions  for  needed  improve- 
ments in  related  policies,  procedures,  and  controls. 

Although  our  review  was  of  limited  scope  and  was  concentrated 
in  Cuyahoga  County,  we  believe  that  the  information  obtained  and 
the  deficiencies  and  weaknesses  found  with  respect  to  pertinent 
policies,  procedures,  and  controls  indicate  that . improvement  in 
program  administration  may  well  be  needed  on  a  State-wide  basis  to 
better  ensure  that  practices  of  the  types  indicated  by  the  allega- 
tions do  not  go  undetected  or  uncorrected. 

In  this  connection,  we  found  that  HEW  had  not  provided  its  re- 
sponsible field  representatives  with  specific  instructions  or 
guidelines  for  use  in  making  continuing  reviews  of  the  State  and 
local  administration  of  program  activities  relating  to  providing 
nursing  home  care,  medical  services,  and  prescribed  drugs  for  AFA 
recipients  in  Ohio.     On  the  basis  of  our  review  of  records  and  our 
discussions  with  responsible  officials  in  the  HEW  regional  office, 
it  appears  that  neither  the  regional  representatives  of  the  Bureau 
of  Family  Services,  Welfare  Administration,  nor  the  cognizant  HEW 
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auditors  have  performed  independent  reviews  of  the  State  and  county 
procedures  and  controls  followed  with  respect  to  these  program  ac- 
tivities . 

The  findings  resulting  from  our  inquiry  into  the  areas  related 
to  the  allegations  made  are  discussed  in  the  following  sections  of 
this  report. 
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ENFORCEMENT  OF  REGULATIONS  GOVERNING 
OPERATIONS  OF  NURSING  HOMES 

It  was  alleged  that  AFA  recipients  in  some  nursing  homes  did 
not  receive  adequate  treatment  and  care  or  were  kept  in  the  homes 
against  their  will  and  that  some  nursing  homes  might  have  patients 
in  excess  of  their  licensed  capacity. 

In  the  State  of  Ohio,  nursing  home  operators  are  licensed  by 
the  Director  of  the  State  Department  of  Health.     The  SDH  is  respon- 
sible for  enforcing  the  State  licensing  requirements  relating  to 
the  adequacy  of  facilities  and  standards  of  care,  as  set  forth  in 
the  Nursing  Home  and  Rest  Home  Licensure  Law  of  the  State  of  Ohio 
and  chapter  HE-17  of  the  Ohio  Sanitary  Code,  promulgated  by  the 
Public  Health  Council  of  the  State  Department  of  Health. 

The  SDH  is  required  to  inspect  licensed  nursing  homes  at  least 
annually  and  is  empowered  to  deny  or  revoke,  through  formal  admin- 
istrative proceedings  during  which  the  operator  is  granted  a  hear- 
ing, the  license  of  any  operator  whose  home  is  found  to  be  in  vio- 
lation of  the  governing  requirements.     An  operator  may  appeal  an 
order  of  license  denial  or  revocation  issued  by  the  Director  of  the 
SDH  to  the  court  of  common  pleas  of  the  county  in  which  his  home  is 
located.     If  it  appears  to  the  court  that  an  unusual  hardship  to 
the  operator  will  result  from  the  execution  of  the  order  pending 
determination  of  the  appeal,  the  court  may  grant  a  suspension  of 
the  order.     If  such  suspension  is  granted,  it  may  not  be  vacated 
until  the  matter  is  finally  adjudicated,  which  includes  time  for 
any  appeal  that  may  be  taken  from  the  decision  of  the  court  of  com- 
mon pleas. 

In  carrying  out  his  responsibility  for  the  enforcement  of  the 
licensing  requirements,  the  Director  of  the  SDH  may  authorize,  in 
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specific  cases,  such  variance  from  the  licensing  requirements  as 
would  not  be  contrary  to  the  public  interest,  where  the  operator 
shows  that,  because  of  practical  difficulties  or  other  special  con- 
ditions, the  strict  application  of  the  requirements  would  cause  un- 
usual and  unnecessary  hardship. 

The  SDH  performs  two  types  of  inspections  of  nursing  homes. 
Health  care  inspections  are  concerned  primarily  with  requirements 
relating  to  the  personal  and  health  care  of  patients,  including 
adequacy  of  personnel,  medication  and  medical  care  records,  diet, 
and  treatment.     Sanitation  inspections  are  concerned  primarily  with 
the  sanitary  conditions  in  the  home,  including  toilet  facilities 
and  plumbing,  food  service,  water  supply,  and  the  handling  of  gar- 
bage and  refuse.     Violations  of  prescribed  standards  and  require- 
ments are  noted  in  inspection  reports  and  brought  to  the  attention 
of  the  nursing  home  operator  for  correction.     Copies  of  the  health 
care  inspection  reports  are  furnished  to  the  State  Department  of 
Public  Welfare  (SDPW) .     Generally,  however,  these  reports  are  not 
forwarded  to  the  county  welfare  office  responsible  for  placing  AFA 
recipients  in  nursing  homes. 

In  addition  to  the  inspections  performed  by  the  SDH,  inspec- 
tions of  nursing  home  facilities  are  made  by  State  or  local  build- 
ing and  fire  authorities.     Copies  of  reports  on  these  inspections 
are  furnished  to  the  SDH. 

The  current  Ohio  State  plan  encompassing  the  AFA  program, 
which  was  effective  July  1,  1966,  and  has  been  approved  by  HEW, 
provides  that,  when  a  recipient's  health  requires  him  to  seek  liv- 
ing arrangements  where  special  services  or  nursing  care  can  be 
given  to  him,  the  State  agency  should  have  at  least  minimum  assur- 
ance that  the  home  provides  a  safe,  pleasant  environment  and 
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services  which  will  help  the  recipient  to  function  up  to  his  capac- 
ity.    It  further  provides  that  State  licensing  regulations  will  be 
some  basis  for  determining  that  the  home  is  maintained  in  accor- 
dance with  the  minimum  standards  prescribed  by  the  licensing  au- 
thorities.    However,  neither  the  prior  plan  nor  the > current  State 
plan  contains  provisions  specifying  the  responsibility  of  the  SDPW 
or  of  the  county  welfare  agencies  to  ensure  that  continuing  ade- 
quate treatment  and  care  are  provided  for  AFA  recipients  residing 
in  nursing  homes. 

On  the  basis  of  our  discussions  with  officials  of  the  SDPW  and 
with  case  workers  and  other  personnel  in  the  Cuyahoga  County  agency 
and  our  review  of  the  files  of  selected  AFA  recipients  residing  in 
nursing  homes,  it  appears  that  primary  reliance  is  placed  on  the 
licensing  authorities  to  ensure  the  adequacy  of  treatment  and  care. 

As  part  of  our  examination,  we  reviewed  the  reports  of  inspec- 
tions, made  by  the  SDH  and  by  local  building  and  fire  authorities 
from  January  1965  through  October  1966,     of  79  nursing  homes  lo- 
cated in  Cuyahoga  County  and  noted  recorded  violations  of  licensing 
requirements  closely  related  to  the  treatment  and  care  of  resi- 
dents.    We  also  reviewed  the  records  of  formal  proceedings  of  the 
SDH  relating  to  license  denial  or  revocation  actions  taken  against 


In  reviewing  the  inspection  files  in  December  1966,  we  noted  that, 
for  most  of  the  79  homes,  no  inspections  had  been  performed  after 
September  1966.     We  were  advised  by  SDH  officials  that,  from  Sep- 
tember to  the  date  of  our  review,  most  of  the  nurses  and  other 
personnel  with  inspection  duties  had  been  assigned  full  time  to 
assist  in  the  program  for  the  certification  of  medical  care  facil- 
ities under  title  XVIII  of  the  Social  Security  Act  (Medicare)  and 
that,  therefore,  few  inspections  of  nursing  homes  were  made  during 
this  period. 
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nursing  homes  in  Cuyahoga  County  since  October  20,  1965,  the  effec- 
tive date  of  the  present  licensing  requirements. 

During  the  period  covered  by  the  inspection  reports  reviewed, 
the  79  homes  had  been  subjected  to  167  health  care  inspections, 
149  sanitation  inspections,  133  building  inspections,  and  135  fire 
inspections.     With  few  exceptions,  each  home  had  received  at  least 
one  inspection  of  each  type.     Most  of  the  homes  had  received  at 
least  two  health  care  and  two  sanitation  inspections. 

In  our  review,  we  found  that  120  reports,  involving  61  of  the 
79  homes,  showed  a  total  of  312  violations  of  the  licensing  re- 
quirements closely  related  to  the  treatment  and  care  of  residents. 
For  example: 

A  total  of  66  reports,  involving  38  homes,  cited  66  vio- 
lations relating  to  inadequate  numbers  of  licensed  nurs- 
ing personnel.     The  violations  which  were  cited  ranged 
from  a  situation  where  a  home  with  39  patients  was  in 
need  of  1  additional  licensed  practical  nurse  to  situations 
where  a  home  with  93  patients  employed  only  1  licensed 
practical  nurse  although  a  total  complement  of  at  least 
9  licensed  nurses  was  required  by  the  regulations  and  a 
home  with  28  patients  employed  no  licensed  nurses  although 
a  total  complement  of  at  least  4  was  required. 

A  total  of  28  reports,   involving  23  homes,  cited  39  vio- 
lations relating  to  inadequate  medical  supervision.  The 
cited  violations  included  23  related  to  the  admission  of 
residents  without  a  chest  X-ray  or  tuberculin  test  being 
performed  as  required*,  8  related  to  the  administration  of 
medications  without  proper  authorization;  and  6  related 
to  patients  not  having  been  seen  by  a  physician  within  the 
prescribed  period  of  time. 

A  total  of  35  reports,  involving  30  homes,  cited  45  viola- 
tions relating  to  incomplete  patient  medication  records. 
The  cited  violations  included  18  related  to  incomplete,  or 
lack  of,  records  concerning  the  control  and  use  of  narcot- 
ics or  barbituates;   12  related  to  the  failure  to  submit 
the  required  monthly  admission  and  discharge  reports  to  the 
SDH;  and  11  related  to  records  which  had  not  been  signed  as 
required  by  the  responsible  licensed  nurse. 
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A  total  of  20  reports,  involving  16  homes,  cited  22  vio- 
lations relating  to  restraint  of  patients.     The  lack  of 
a  proper  physician's  authorization  for  the  use  of  re- 
straints accounted  for  18  of  the  22  violations  cited.  Of 
the  remaining  cited  violations,  3  related  to  the  use  of 
restraint  devices  of  a  type  prohibited  by  the  regulations 
and  1  involved  an  instance  where  17  patients  were  locked 
up  on  the  second  floor  of  the  nursing  home  in  violation 
of  the  regulations. 

A  total  of  31  reports,  involving  24  homes,  cited  35  vio- 
lations related  to  improper  diet  planning.  The  majority 
of  the  cited  violations  related  to  instances  where  menus 
for  meals  served  or  special  diet  menus  were  not  available. 

Only  three  reports  on  three  homes  indicated  occupancy  in  excess  of 
licensed  capacity. 

Except  with  respect  to  violations  concerning  personnel  re- 
quirements, the  inspection  reports  reviewed  showed  only  a  few  in- 
stances in  which  the  same  or  similar  violations  were  noted  in  two 
or  more  inspection  reports  for  the  same  home.     Of  the  38  homes  re- 
ported to  have  inadequate  numbers  of  nursing  personnel,  repeated 
violations  were  reported  for  22  in  two  or  more  inspection  reports. 
The  examples  shown  in  the  following  schedule  illustrate  these  situ- 


Nursing  'Date  of  health 

home      care  inspection  Violation  of  nursing  personnel  requirement 


ations . 


1. 


July  1965 


Only  one  licensed  practical  nurse  (LPN) 
for  15  patients. 


Aug.  1966 


Same . 


Note:     For  15  patients,  one  LPN  or  regis- 
tered nurse  (RN)  is  required  to  be 
on  duty  at  least  16  hours  each  day 
and  one  must  be  on  call  at  all 
other  times.     This  would  require 
the  employment  of  at  least  two 
LPNs  plus  relief  coverage. 


2. 


Jan.  1965 


No  LPN  for  37  patients. 
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Nursing    Date  of  health 

home      care  inspection  Violation  of  nursing  personnel  requirement 

Jan.  1966         One  LPN  part  time  for  37  patients. 

Note:  For  37  patients,  an  LPN  or  an  RN 
is  required  to  be  on  duty  at  all 
times.     To  staff  three  shifts 

7  days  a  week  would  require  four 
LPNs  or  RNs . 

3.  Dec.  1965         One  full-time  and  one  part-time  RN  and 

two  LPNs  for  69  patients. 

July  1966         Two  RNs  and  four  LPNs  for  77  patients. 

Note:  For  69  or  77  patients,  one  RN  is 
required  to  be  on  duty  at  least 

8  hours  a  day  and  two  LPNs  are  re- 
quired to  be  on  duty  at  all  times . 
This  would  require  a  total  comple- 
ment of  at  least  nine  licensed 
nurses  of  which  at  least  one  is  an 
RN. 

4.  Feb.  1965         One  LPN  for  16  patients. 
Mar.  1966  Same. 

Note:     Requirements  same  as  for  item 

1  above. 

5.  Nov.  1965         One  LPN  for  38  patients. 
Aug.  1966         Two  LPNs  for  38  patients. 

Note:     Requirements  same  as  for  item 

2  above. 

Although  license  denial  or  revocation  action  was  initiated 
with  respect  to  6  of  the  22  homes  for  which  repeated  violations  of 
nursing  personnel  requirements  were  reported,  in  only  2  of  the 
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6  homes  was  violation  of  these  requirements  cited  as  a  basis  for 
the  action.     (One  of  these  cases  is  discussed  in  detail  on  pp.  18 
through  20  of  this  report.)     In  20  of  the  22  homes,  apparently  the 
only  action  taken  was  to  notify  the  nursing  home  operator  of  the 
nursing  personnel  violations  each  time  they  were  fdund. 

With  respect  to  only  15  of  the  79  homes  for  which  we  reviewed 
inspection  reports  had  any  license  denial  or  revocation  action  been 
initiated  subsequent  to  October  20,  1965.     Such  action  had  been 
initiated  during  this  period  against  seven  additional  homes  located 
in  Cuyahoga  County  for  which  we  did  not  review  inspection  reports. 
Of  these  seven  homes,  four  had  been  closed  prior  to  our  review,  one 
had  not  been  shown  in  the  SDH  listing  of  licensed  homes,  and  the 
inspection  files  for  two  were  not  readily  available  to  us. 

Of  the  22  homes  in  Cuyahoga  County  against  which  license  de- 
nial or  revocation  proceedings  had  been  initiated,  the  actions  with 
respect  to  17  were  taken  solely  on  the  basis  of  building  code  vio- 
lations reported  by  local  authorities.     For  12  of  these  homes,  the 
actions  were  subsequently  dismissed  on  the  basis  of  a  temporary  ap- 
proval by  the  local  authorities  of  a  variance  from  the  building 
code  or  a  correction  of  the  deficiency.     In  three  of  these  cases, 
actions  were  again  initiated  at  the  expiration  of  the  approved 
variance  period  or  were  initiated  on  the  basis  of  a  report  of  a 
further  building  code  violation.     Final  disposition  of  these  cases 
had  not  been  made  as  of  February  1967 . 

Of  the  other  five  homes  against  which  action  was  taken  solely 
on  the  basis  of  building  code  violations,  three  were  denied  li- 
censes; one  was  licensed  but  with  a  reduced  patient  capacity;  and, 
for  the  other,  an  order  denying  a  license  was  appealed  in  the  court 
of  common  pleas  in  the  county,  which  in  July  1966  suspended 
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execution  of  the  order  pending  determination  of  the  appeal.  In 
suspending  execution  of  the  order,  the  court  stated: 

"***  the  Court  finds  that  there  would  be  a  hardship  re- 
sulting to  the  Division  of  Aid  for  the  Aged  in  placing 
their  wards  in  suitable  homes  ***  and  it  is  therefore  or- 
dered that  the  order  of  the  appellee  (Ohio  Department  of 
Health)  of  May  2,  1966,  refusing  to  renew  the  license 
herein  involved  is  therefore  suspended  until  further  order 
of  the  Court,  while  this  appeal  is  pending." 

We  were  advised  by  court  personnel  that,  although  either  party  to 
the  appeal  action  could  request  that  this  case  take  precedence  over 
other  pending  cases,  such  a  request  had  not  been  made  and  it  might 
be  3  years  before  the  appeal  would  be  heard. 

For  the  remaining  5  of  the  22  homes  against  which  license  de- 
nial or  revocation  actions  were  initiated,  the  actions  were  based 
on  violations  relating  to  health  care  or  on  such  violations  to- 
gether with  building  code  violations.    Although  in  two  of  these 
cases  a  license  was  denied,  one  of  the  two  homes  continued  to  oper- 
ate pending  action  on  the  operator's  application  to  operate  the 
home  as  a  rest  home  rather  than  a  nursing  home;  we  were  advised  by 
personnel  of  the  county  welfare  agency  that  they  had  not  been  ad- 
vised of  the  license  denial  and  therefore  considered  that  the  home 
was  qualified  to  care  for  AFA  recipients  requiring  skilled  nursing 
care.    Although  the  order  denying  a  license  had  been  issued  in  July 
1966,  in  February  1967  11  AFA  recipients  were  being  housed  in  the 
home,  6  at  the  maximum  nursing  care  rate,  2  at  the  average  nursing 
care  rate,  and  3  at  the  rest  home  rate. 

One  of  the  five  actions  based  on  violations  relating  to  health 
care  was  dismissed  on  the  basis  of  subsequent  compliance  with  re- 
quirements and  another  resulted  in  licensing  the  home  but  at  a  re- 
duced nursing  care  patient  capacity. 


17 


894 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


The  other  of  the  five  actions  which  were  initiated  on  the  ba- 
sis of  health  care  violations  involved  an  inadequate  number  of  pro 
fessional  nursing  personnel.     This  action  was  dismissed  in  July 
1966  on  the  basis  .that  substantial  corrective  action  had  been 
taken.     However,  subsequent  inspections  of  the  home- in  August,  Sep 
tember,  and  December  1966  showed  repeated  violations  of  nursing 
personnel  and  several  other  requirements,  and  an  action  to  revoke 
the  operator's  license  was  initiated  in  January  1967.  Information 
concerning  this  home  obtained  by  us  from  SDH  files  is  summarized 
below. 

The  home  had  a  licensed  capacity  of  28  patients.  The 
licensing  requirements  provide  that  a  nursing  home  with 
more  than  25  but  not  more  than  50  patients  must  have  a  li- 
censed practical  nurse  or  a  registered  nurse  on  duty  at 
all  times . 

The  report  on  a  health  care  inspection  made  of  this 
home  in  September  1965  noted  that  an  LPN  was  not  on  duty 
at  all  times  and  also  noted  a  need  to  maintain  an  ade- 
quate supply  of  linens. 

The  report  on  a  health  care  inspection  made  in  March 
1966  noted  violations  of  the  requirements  in  that  (l)  cer- 
tain patients  had  not  been  seen  by  a  doctor  for  long  pe- 
riods of  time,  (2)  no  LPNs  or  RNs  were  employed  by  the 
home,   (3)  stock  drugs  were  on  hand,  (4)  special  diet  menus 
were  not  maintained  and  special  diets  were  not  served,  and 
(5)  monthly  reports  of  discharges  and  admissions  were  not 
submitted. 

The  report  on  a  health  care  inspection  made  in  April 
1966  again  noted  that  no  LPNs  or  RNs  were  employed,  but  it 
did  not  indicate  whether  the  other  violations  noted  in  the 
March  inspection  had  been  corrected. 

On  April  29,  1966,  the  SDH  notified  the  home  operator 
that  license  revocation  action  was  being  taken  on  the  ba- 
sis of  the  home  having  no  licensed  personnel  for 
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28  patients.     The  home  operator's  attorney  requested  a 
hearing  which  was  set  for  May  31,  1966,  and  subsequently 
postponed  until  July  14,  1966. 

A  report  of  an  inspection  made  in  June  1966  did  not 
note  any  violation  of  the  nursing  personnel  requirement. 
Presumably,  the  home  had  employed  the  necessary  personnel 
after  the  April  inspection.     The  report  did  note,  however, 
that  the  home's  record  of  menus  was  not  up  to  date  and 
that  the  quantity  of  meat  and  vegetables  at  mealtime  was 
not  adequate  for  26  patients.     The  inspecting  nurse  com- 
mented that  the  noon  meal  consisted  of  sausage  patties  the 
size  of  quarters,  one  tablespoon  of  mixed  vegetables,  one 
tablespoon  of  hominy,  one  half  slice  of  bread,  and  coffee 
and  that  the  home  operator  blamed  the  cook  for  not  cooking 
enough  food. 

Apparently  on  the  basis  of  the  June  inspection,  the 
SDH  dismissed  the  revocation  action  on  July  12,  1966. 

The  SDH  received  a  letter  dated  June  28,  1966,  from 
a  person  who  identified  herself  as  being  an  LPN  formerly 
employed  by  the  home.     The  letter  complained  that  the 
nursing  home  operator  was  not  fully  clothed  when  she 
showed  the  LPN  around  the  home  on  her  first  day  of  employ- 
ment and  that  she  (the  LPN)  had  left  the  home  because  of 
conditions.     She  cited  the  striking  of  patients,  insuffi- 
cient food,  and  unwarranted  use  of  thorazine,  a  tranquil- 
lizing drug.     The  letter  stated  also  that  a  certain  pa- 
tient was  covered  with  bed  sores.     The  Administrator, 
Ohio  Nursing  Home  Program,  SDH,  replied  to  this  letter  on 
July  5,  1966,  one  week  before  the  license  revocation  ac- 
tion was  dismissed,  stating  that  action  was  being  taken 
to  deny  the  license  of  the  home. 

The  SDH  received  another  letter  on  July  15,  1966, 
from  another  person  who  identified  herself  as  an  LPN  for- 
merly employed  in  the  home.     This  letter  made  complaints 
concerning  the  nursing  home  operator  similar  to  those 
contained  in  the  previous  letter.     The  letter  also  men- 
tioned the  same  patient  as  being  covered  with  bed  sores 
and  stated  that  the  patient  was  then  deceased  and  the 
body  had  been  cremated.     The  letter  stated  also  that  the 
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majority  of  the  patients  slept  in  rags  and  that  patients 
begged  for  milk,  bread,  etc.,  all  during  the  night. 

Health  care  inspections  were  made  at  this  home  in 
August  and  September  1966.     The  report  on  the  August  in- 
spection noted  that  (1)  an  adequate  supply  of  linens, 
towels,  and  wash  cloths  was  not  available,   (2)  records  of 
menus  were  not  available,  and  (3)  only  one  LPN  was  employed 
for  26  patients. 

The  report  on  the  September  inspection  noted  that 

(1)  only  one  RN  was  employed  part  time  for  27  patients, 

(2)  bed  linens  were  torn  and  ragged,  (3)  the  size  of  serv- 
ings observed  at  mealtime  was  not  adequate,  (4)  records  of 
menus  were  not  up  to  date,  and  (5)  four  other  violations. 

In  December  1966,  another  health  care  inspection  was 
made.     The  report  on  this  inspection  cited  eight  viola- 
tions including  (1)  only  one  RN  part  time  for  28  patients, 

(2)  patients  not  receiving  kind  and  considerate  care, 

(3)  two  patients  found  lying  in  urine-soaked  beds,  (4)  a 
gallon  of  Elixer  of  Phenobarbi tal  found  in  the  basement, 
and  (5)  menus  for  certain  diabetic  diets  not  recorded  and 
no  evidence  that  the  prescribed  diets  were  being  served. 

On  January  24,  1967,  the  SDH  notified  the  home  oper- 
ator that  license  revocation  was  being  taken  on  the  basis 
of  the  violations  disclosed  in  the  December  health  care 
inspection  and  the  disapproval  of  the  building  in  January 
1967  by  the  local  fire  department. 

Information  contained  in  the  SDH  inspection  files 
relating  to  this  home  and  in  files  which  we  reviewed  at 
the  county  welfare  agency  indicated  that  two  patients  had 
been  kept  in  this  home  against  their  will,  one  in  1965  and 
one  in  1966,  and  that  one  of  these  patients  had  been  denied 
visitors,  in  violation  of  requirements.     This  was  the  only 
home  with  respect  to  which  information  reviewed  by  us  indi- 
cated that  patients  may  have  been  held  against  their  will. 

In  our  review  of  the  license  denial  or  revocation  actions  ini- 
tiated by  the  SDH,  we  noted,  as  is  indicated  by  certain  of  the 
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information  detailed  above,  certain  factors  which  could  tend  to 
militate  against  the  effectiveness  of  the  existing  enforcement  pro- 
cedures to  ensure  the  continuing  adequate  treatment  and  care  of 
nursing  home  residents.     First,  it  appears  that  only  violations 
found  in  the  latest  inspection  of  a  nursing  home  are  cited  as  the 
basis  for  action  and  that  often,  as  in  the  cases  where  action  was 
taken  solely  on  the  basis  of  building  code  violations  although 
other  violations  had  been  found  in  the  latest  health  care  inspec- 
tion, only  the  violations  found  in  one  type  of  inspection  are 
cited.    Also,  it  appears  that  evidence  of  correction  of  a  viola- 
tion, or  the  approval  of  a  temporary  variance  at  or  before  the  time 
that  a  hearing  is  scheduled  results  in  the  dismissal  of  the  action 
and  that  no  provision  is  made  for  holding  the  action  in  abeyance 
pending  evidence  of  sustained  compliance  with  the  pertinent  re- 
quirements.    Thus,  if  sustained  compliance  does  not  follow,  a  new 
action  must  be  initiated,  and,  since  only  the  latest  inspection 
findings  are  cited,  no  pattern  of  repeated  violations  is  necessar- 
ily shown  in  the  subsequent  action. 

In  addition,  it  is  clear  that,  under  the  prescribed  enforce- 
ment procedures,  a  nursing  home  operator  who  wishes  to  resist  li- 
cense denial  or  revocation  action  is  privileged  to  take  steps  which 
may  delay  final  adjudication  for  a  considerable  period  of  time, 
since  he  has  the  right  of  appeal  to  the  courts  and  the  right  to  re- 
quest suspension  of  the  order  of  license  denial  or  revocation  pend- 
ing final  determination  of  the  appeal. 

We  discussed  the  enforcement  program  with  the  Administrator  of 
the  Nursing  Home  Program  of  the  SDH.     He  stated  in  November  1966 
that  during  the  past  year  the  State  had  taken  169  actions  against 
nursing  homes  in  the  State  and  that  24  homes  had  been  closed.  He 
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stated  that  at  that  time  47  denial  or  revocation  actions  were  pend- 
ing and  20  nursing  home  operators  had  taken  court  actions  against 
the  State  which  might  take  as  long  as  3  years  before  final  adjudi- 
cation. 

In  his  discussions  with  us,  the  Administrator  indicated  that, 
because  under  the  existing  enforcement  procedures  the  several  ave- 
nues of  recourse  available  to  nursing  home  operators  enable  them  to 
delay  or  avoid  final  actions  to  deny  or  revoke  their  licenses,  for- 
mal license  denial  or  revocation  actions  are  instituted  only  in 
cases  where  violations  of  requirements  are  very  serious  from  the 
standpoint  of  the  health  and  safety  of  nursing  home  residents. 

We  also  specifically  discussed  with  the  Administrator  the  nu- 
merous violations  of  nursing  personnel  requirements  shown  in  the 
inspection  reports  which  we  reviewed.     He  advised  us  that,  because 
of  the  critical  shortage  of  nursing  personnel,  particularly  in  the 
Cleveland  area,  a  practical  approach  had  to  be  taken  to  the  en- 
forcement of  the  nursing  personnel  requirements.     He  stated  that, 
if  formal  actions  were  initiated  with  respect  to  all  homes  which 
did  not  meet  these  requirements  but  which  were  otherwise  in  sub- 
stantial compliance  with  the  regulations,  chaos  would  result. 

He  advised  us  also  that  effective  in  January  1967  the  nurses 
who  previously  made  health  care  enforcement  inspections  would  act 
only  as  consultants  to  nursing  home  operators  to  assist  them  in  im- 
proving conditions  and  in  improving  the  utilization  of  personnel; 
they  would  make  three  visits  to  each  nursing  home  in  1967.  He 
stated  that  these  nurses  would  no  longer  write  up  violations  and 
that  enforcement  inspections,  if  any,  would  be  made  by  other  per- 
sonnel.    He  indicated  that  this  change  in  procedure  was  based  on 
the  belief  that  the  consultation  and  assistance  approach, 
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particularly  in  the  area  of  the  effective  utilization  of  skilled 
nursing  personnel  in  the  care  and  treatment  of  patients,  would  be 
of  greater  benefit  than  the  approach  used  in  the  past  had  been. 

In  a  subsequent  discussion  of  the  changed  duties  of  the 
nurses,  in  February  1967  the  Administrator  advised  us  that  the  mat- 
ter had  been  further  considered  and  that  it  had  been  decided  that 
one  of  the  three  nurses'  visits  to  each  home  in  1967  would  be  for 
the  purpose  of  a  health  care  enforcement  inspection  similar  to 
those  previously  made. 

We  believe  that  the  results  of  our  preliminary  inquiry  support 
certain  conclusions  as  to  the  desirability  of  or  the  need  for  a 
further  review,  and  in  greater  depth,  of  the  adequacy  of  the  con- 
trols exercised  by  the  State  of  Ohio  in  providing  assurance  that 
residents  of  nursing  homes,  including  AFA  recipients,  receive  on  a 
continuing  basis  the  quality  and  level  of  care  envisioned  by  the 
governing  State  licensure  requirements. 

It  seems  clear  that  nursing  home  operators  who  are  not  other- 
wise motivated  to  provide  care  of  the  desired  level  or  quality  may 
delay  for  long  periods  or  perhaps  avoid  indefinitely  any  meaningful 
penalty  for  not  meeting  the  prescribed  requirements,  either  through 
taking  full  advantage  of  the  prescribed  administrative  or  judicial 
processes  or  through  only  temporarily  correcting  cited  violations 
of  requirements. 

It  seems  clear  also,  from  our  discussions  with  the  Administra- 
tor of  the  Ohio  Nursing  Home  Program,  that  the  vigorous  and  strict 
enforcement  of  the  licensure  requirements  may  be  hampered  by  prac- 
tical considerations  resulting  from  shortages  of  qualified  nursing 
personnel  and  by  the  avenues  of  recourse  available  to  the  nursing 
home  operators  against  whom  action  is  initiated. 
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The  above  conclusions  suggest  to  us  that  a  further  review  of 
the  subject  by  appropriate  authorities  would  be  desirable  to  assess 
the  extent  to  which  treatment  and  care  in  nursing  homes  may  in  fact 
be  inadequate  or  improper  and  to  consider  the  need  for  appropriate 
corrective  action.    Also,  the  nature  of  the  practical  consider- 
ations which  appear  to  have  militated  against  the  strict  enforce- 
ment of  the  State's  requirements  suggests  that  it  may  not  be  pos- 
sible to  confine  corrective  action  solely  to  measures  directly  re- 
lated to  the  State's  enforcement  machinery;  that  is,  if  it  is  not 
realistic  to  expect  full  compliance  with  the  nursing  personnel  re- 
quirements because  of  the  shortage  of  qualified  personnel,  strict 
and  vigorous  enforcement  of  the  requirements  as  a  full  solution  to 
the  problem  may  not  now  be  feasible. 

In  addition,  we  believe  that  any  further  review  of  the  subject 
should  give  consideration  to  whether  the  present  method  of  estab- 
lishing compensation  to  nursing  homes  for  the  care  of  welfare  re- 
cipients is  consistent  with  the  objective  of  the  adequate  care  and 
treatment  of  nursing  home  residents. 

In  this  connection,  the  State  bases  the  amount  of  financial 
assistance  to  be  provided  to  welfare  recipients  who  require  nursing 
home  care  on  a  budgeted  need  figure  which  includes  a  fixed  amount 
($200  a  month  is  allowed  for  "maximum  nursing  care"  and  $165  a 
month  is  allowed  for  "average  nursing  care"  as  defined  by  the  State 
and  discussed  on  page  28  of  this  report)  for  the  cost  of  nursing 
home  care.     Also,  the  State  requires  that  nursing  homes  accepting 
welfare  patients  accept  the  amount  fixed  by  the  State  as  full  com- 
pensation. 

The  amounts  allowed  by  the  State  do  not  vary  on  the  basis  of 
the  actual  costs  incurred  by  individual  nursing  homes  in  providing 
the  required  care. 
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It  appears  to  us  that  allowing  a  nursing  home  a  fixed  amount 
of  compensation  which  does  not  consider  the  actual  costs  of  the 
nursing  home  may  generate  economic  pressure  on  the  nursing  home  to 
reduce  costs  at  the  sacrifice  of  the  quality  or  level  of  care  pro- 
vided or  to  avoid  incurring  increased  costs  necessary  to  improve 
the  level  or  quality  of  care.     This  economic  pressure,  which  would 
vary  from  nursing  home  to  nursing  home  depending  on  the  portion  of 
its  patient  population  that  consisted  of  welfare  recipients,  would 
stem  from  the  fact  that,  irrespective  of  the  amount  of  costs  ac- 
tually incurred,  for  the  services  of  nursing  personnel  for  example, 
the  amount  of  compensation  would  remain  the  same.     In  these  circum- 
stances, the  operator  has  no  financial  incentive  to  improve  the 
level  of  care  but  does  have  such  an  incentive  to  keep  costs  as  low 
as  possible. 
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PROCEDURES  FOR  PLACEMENT  OF  AID  FOR  THE  AGED 
RECIPIENTS  IN  NURSING  HOMES  AND  DETERMINATION  OF 
NEED  FOR  VARIOUS  LEVELS  OF  CARE  PROVIDED  RECIPIENTS 

It  was  alleged  that  numerous  admissions  had  been  made  to  nurs- 
ing homes  without  proper  supporting  documentation  and  that  many  AFA 
recipients  so  admitted  were  not  in  need  of  nursing  home  care  or 
treatment.     It  was  alleged  also  that  the  majority  of  AFA  recipients 
had  been  admitted  to  nursing  homes  on  the  basis  that  they  were  in 
need  of  the  maximum  level  of  care  which,  under  existing  regulations, 
warrants  a  higher  rate  of  payment  than  the  average  level  of  nursing 
home  care  and  treatment . 

It  was  alleged  also  that  doctors  had  been  cooperating  with  the 
nursing  homes  in  getting  patients  who  were  in  little  need  of  care 
into  the  homes.  In  addition,  it  was  alleged  that  caseworkers  and 
others  were  possibly  being  paid  by  nursing  home  operators  for  re- 
ferring AFA  recipients  to  the  homes  in  many  instances  where  the 
need  for  nursing  home  care  or  for  the  level  of  care  determined  to 
be  required  was  questionable. 

On  the  subjects  of  the  level  of  care  and  the  need  for  care, 
it  was  alleged  also  that  the  preadmission  diagnosis  did  not  in  many 
cases  agree  with  the  diagnosis  by  the  nursing  home  physician. 

In  light  of  the  fact  that  certain  patients  admitted  to  nursing 
homes  may  require  only  a  small  amount  of  care  compared  with  certain 
other  patients,   it  is  conceivable  that  the  nursing  home  operator 
may  find  it  beneficial  to  pay  welfare  workers  for  referring  to  his 
home  patients  who  are  in  need  of  little  care  or  to  seek  cooperative 
arrangements  with  physicians  designed  to  secure  patients  needing 
little  care.     Specific  inquiry  into  such  situations,  however,  was 
beyond  the  scope  of  our  review,  and  no  specific  information  came  to 
our  attention  which  would  either  support  or  negate  the  validity  of 
the  allegations. 
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With  respect  to  the  allegation  of  disparities  between  the  di- 
agnoses by  the  physician  referring  the  patient  and  by  the  nursing 
home  physician,  which  implied  that  the  nursing  home  doctor  would 
attempt  to  justify  that  the  condition  of  the  recipient  required  a 
level  of  care  warranting  payment  at  a  higher  rate,  we  found  that, 
in  most  of  the  cases  reviewed,  there  were  no  significant  differ- 
ences in  the  diagnoses.     In  this  connection,  however,  and  as  de- 
scribed in  more  detail  on  page  32  of  this  report,  the  diagnosis  by 
the  physician  making  the  referral  or  by  the  nursing  home  physician 
did  not  in  most  cases  contain  information  which,  in  our  opinion, 
would  enable  a  proper  determination  to  be  made  of  the  level  of  care 
needed  or  which,  as  a  practical  matter,  would  appear  to  play  a  de- 
cisive part  in  determining  the  level  of  care  for  which  payment 
would  be  made. 

According  to  provisions  contained  in  the  approved  State  plan, 
it  is  the  responsibility  of  the  county  welfare  department  to  cer- 
tify the  eligibility  of  welfare  recipients  for  medical  assistance. 
The  caseworker  is  expected  to  be  alert  to  the  health  care  needs  of 
each  client,  and,  where  appropriate,  the  caseworker  should  take  the 
necessary  action  to  obtain  for  the  client  medical  diagnosis  and 
treatment.     The  State  plan  indicates  that  the  client's  physician 
generally  makes  the  decision  as  to  whether  a  specific  health  care 
service  is  needed  and  that  the  physician's  statement  recommending 
a  particular  kind  of  care  should  include  the  physician's  name  and 
address,  the  date  of  examination,  his  diagnosis,  and  the  care  and 
treatment  recommended. 

The  required  supporting  documentation  for  admission  of  an  AFA 
recipient  to  a  nursing  home  includes  a  statement  of  the  physician's 
recommendation  for  special  service.     It  also  includes  a  statement 
of  services  to  be  provided,  which  is  to  be  completed  in  part  by  the 
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nursing  home  operator  or  nurse  in  charge  at  the  nursing  home  and  in 
part  by  the  cognizant  welfare  caseworker. 

The  Ohio  State  plan  provides  for  the  two  levels  of  nursing 
home  care  for  the  purpose  of  determining  the  welfare  recipient's 
budgeted  needs;  namely,  maximum  nursing  care  and  average  nursing 
care.     Payment  is  also  provided  for  rest  home  care.     With  regard  to 
the  type  of  services  expected  to  be  provided  under  each  level  of 
nursing  home  care,  the  Ohio  State  plan  provides  the  following: 

Average  nursing  care.     Clients  in  this  category  require  semi- 
skilled nursing  care  which  must  be  provided  by,  or  under  the 
supervision  of,  licensed  personnel  in  the  nursing  home.  Exam- 
ples of  average  nursing  care  are  as  follows:     Observing,  re- 
cording, and  reporting  to  the  appropriate  person  symptoms,  re- 
actions, and  changes  in  the  general  physical  and  mental  condi- 
tion of  the  patient;  routine  pulse  and  temperature  checks; 
full  bath  or  equivalent;  lifting  the  patient  in  or  out  of  bed 
or  changing  positions  in  bed;  feeding  the  patient;  and  admin- 
istering prescribed  medication. 

Maximum  nursing  care.     These  services  are  of  the  type  which 
would  approximate  hospital  care  for  the  chronically  ill  pa- 
tient.    Ordinarily,  cases  that  will  be  allowed  the  maximum 
care  rate  will  require  a  combination  of  skills  and  much  in- 
volvement of  time.     This  degree  of  nursing  care  requires 
skilled  licensed  personnel  in  attendance  for  the  proper  appli- 
cation of  the  nursing  techniques  required.     Examples  of  maxi- 
mum nursing  care  are:     Use  of  oxygen  or  other  special  equip- 
ment; abnormal  need  for  dressings  or  supplies;  intravenous 
medication  or  feedings;  and  complete  care  of  helpless  patients. 

The  current  monthly  allowance  for  nursing  home  care  in 
Cuyahoga  County  is  not  to  exceed  $200  for  those  recipients  consid- 
ered to  be  in  need  of  the  maximum  level  of  nursing  home  care  and 
$165  for  those  recipients  requiring  the  average  level  of  nursing 
home  care . 

According  to  the  Ohio  State  plan,  a  nursing  home  operator  may 
not  charge  an  AFA  recipient  in  excess  of  the  allowance  established 
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by  the  State  for  the  level  of  care  required  by  and  given  to  the  re- 
cipient . 

The  State  plan  provides  that  an  allowance  for  rest  home  care 
at  the  rate  of  up  to  $135  a  month  is  authorized  when  a  recipient's 
physical  or  mental  condition  is  such  that  extensive  help  in  per- 
sonal services  is  required.     Personal  services  refer  to  the  assis- 
tance which  may  be  required  by  a  client  for  the  many  activities  of 
daily  living  related  to  personal  care  and  hygiene  and  which  may  be 
provided  adequately  by  someone  other  than  a  licensed  practical  or 
registered  nurse.     Examples  of  personal  services  are:     Help  re- 
quired in  getting  in  and  out  of  bed,  getting  to  the  bathroom, 
dressing,  bathing,  hair  care,  walking,  and  eating. 

As  part  of  our  review,  we  examined  the  case  history  folders 
for  25  AFA  recipients  selected  from  those  recipients  placed  in  nurs- 
ing homes  during  1965  or  1966.     Our  examination  revealed  that  the 
individual  case  folders  were  not  complete  in  all  respects  and  that 
certain  documentation  relative  to  the  admission  to  nursing  homes 
was  not  available. 

We  found  in  each  case  examined  that  a  preadmission  diagnosis 
by  a  physician  attesting  to  the  client's  need  for  nursing  home  care 
was  included  in  the  file.     In  some  cases,  however,  we  found  that 
the  required  statement  of  services  to  be  provided  had  not  been  pre- 
pared by  the  nursing  home  operator  or  the  nurse  in  charge  and  that 
the  caseworker  had  not  completed  the  required  record  with  respect 
to  the  patient's  apparent  limitations. 

With  respect  to  determining  the  appropriate  level  of  care  to 
be  provided  to  AFA  recipients  placed  in  nursing  homes,  we  found  no 
written  procedures  or  specific  instructions  at  either  the  State  or 
county  level  describing  methods  for  determining  the  level  of  care 
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and  no  description  of  the  evidence  or  necessary  supporting  documen- 
tation relative  to  such  determinations. 

The  results  of  our  review  of  State  and  county  records  support 
the  allegation  that  the  majority  of  AFA  recipients  in  nursing  homes 
in  Cuyahoga  County  are  considered  to  be  in  need  of  the  maximum 
level  of  care.     State  and  county  records  show  that  about  79  per- 
cent, or  1,271,  of  1,602  AFA  recipients  in  nursing  homes  in 
Cuyahoga  County  as  of  July  31,  1966,  were  indicated  as  being  in 
need  of  the  maximum  level  of  care.     Also,  we  examined  certain  rec- 
ords in  support  of  nursing  home  placements  made  by  the  AFA  office 
of  Cuyahoga  County  during  the  period  August  through  December  1966. 
Our  review  showed  that,  of  the  223  recipients  placed  in  48  nursing 
homes  during  this  5-month  period,  194,  or  87  percent,  were  desig- 
nated as  requiring  the  maximum  level  of  care. 

We  were  informed  that  the  placement  of  AFA  recipients  in  nurs- 
ing homes  and  the  determination  of  the  level  of  care  required  are 
made  in  Cuyahoga  County  by  two  assistant  caseworker  supervisors  of 
the  county  welfare  agency.     We  were  advised  by  the  assistant  case- 
worker supervisors  that,  at  the  time  of  placement,  each  case  is 
discussed  with  the  nursing  home  operator  and  agreement  is  reached 
on  the  level  of  care  that  is  warranted. 

We  were  advised  also  that,  although  the  preadmission  diagnosis 
provides  some  information  and  primary  reliance  must  be  placed  on 
such  information  in  determining  the  appropriate  level  of  care,  in 
many  cases  the  information  is  not  sufficiently  specific  concerning 
the  patient's  limitations  and  needs  to  enable  an  informed  judgment 
as  to  the  level  of  care  required.     Generally,  at  the  time  the  re- 
cipient is  placed,  neither  the  assistant  caseworker  supervisor  nor 
the  nursing  home  operator  has  seen  the  patient. 
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We  were  informed  further  that  the  cognizant  caseworker  is  ex- 
pected to  visit  the  nursing  home  shortly  after  placement  and  to  re- 
view the  appropriate  health  care  records  and  the  conditions  rela- 
tive to  the  care  of  the  patient  to  ascertain  whether  the  level  of 
care  determination  appears  to  be  appropriate.    We  were  advised  also 
that,  if  the  nursing  home  operator  believes  that  the  level  of  care 
classification  should  be  changed  to  provide  for  a  higher  -classifi- 
cation, a  physical  examination  by  the  nursing  home  physician  will 
be  requested  to  determine  whether  such  change  is  warranted. 

The  assistant  caseworker  supervisors  stated  their  belief  that 
they  often  place  recipients  at  the  maximum  level  of  care  where  only 
the  average  level  of  care  services  is  required.     They  added  that, 
in  their  opinion,  the  services  described  with  respect  to  qualifying 
for  the  respective  levels  of  care  are  somewhat  unrealistic  and  un- 
reasonable.    One  of  the  assistant  caseworker  supervisors  stated 
that,  if  she  experiences  difficulty  in  securing  nursing  home  accom- 
modations for  a  recipient  at  the  lower  level  of  care,  she  then  at- 
tempts to  place  the  recipient  in  a  nursing  home  at  the  maximum 
level  classification.     We  were  informed  by  the  assistant  caseworker 
supervisor  that  certain  nursing  home  operators  will  not  accept  wel- 
fare patients  at  the  lower  level  of  care  payment  rate. 

We  believe  that  the  results  of  our  review  generally  confirm 
the  statements  made  to  us  by  the  assistant  caseworker  supervisors 
concerning  the  manner  in  which  the  required  levels  of  care  are  de- 
termined and  suggest  that  such  determinations  are  matters  of  nego- 
tiation with  individual  nursing  home  operators  rather  than  matters 
of  demonstrated  need  of  individual  recipients  as  determined  under 
the  State's  defined  criteria. 

In  our  review  of  the  files  for  25  recipients  placed  in  nursing 
homes  during  1965  and  1966,  we  found  that  24  of  the  recipients  had 
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been  determined  to  be  in  need  of  the  maximum  level  of  care.  The 
records  in  17  of  the  25  cases  showed  that  the  caseworker  had  vis- 
ited the  AFA  recipient  in  the  nursing  home  shortly  after  placement 
was  made;   in  none  of  the  cases  was  a  change  indicated  in  the  level 
of  care  initially  established. 

In  reviewing  the  case  files,  we  found  that  in  most  cases  the 
preadmission  or  subsequent  diagnoses  were  of  a  general  nature  and 
did  not  provide  sufficient  information  relative  to  the  type  of  ser- 
vices to  be  provided  or  to  those  conditions  which  should  be  eval- 
uated and  considered  in  making  a  proper  determination,  in  accordance 
with  the  State's  criteria,  of  the  level  of  care  needed. 

For  example,  in  one  case,  the  preadmission  diagnosis  of  the 
examining  physician  showed  that  the  client  had  arteriosclerosis  and 
was  nearly  blind  in  the  left  eye.     The  nursing  home  doctor  indi- 
cated agreement  with  this  diagnosis  and  added  to  the  diagnosis  the 
term  "senility."    This  recipient  was  considered  at  the  time  of 
placement  to  be  in  need  of  nursing  home  care  at  the  maximum  level. 
The  comments  of  nursing  home  personnel  and  the  comments  prepared  by 
the  caseworker  after  placement  of  the  individual  provided  no  addi- 
tional pertinent  information  but  indicated  concurrence  in  the  level 
of  care  determination  that  had  been  made. 

In  addition  to  our  review  of  the  25  case  files,  we  found  that 
one  home  licensed  as  a  nursing  home  had  been  reclassified  in  Feb- 
ruary 1966  as  a  rest  home.     We  examined  the  case  history  folders- 
for  all  AFA  recipients  who  were  residents  of  the  rest  home  in  No- 
vember 1966  and  found  that  7  of  the  12  recipients  were  in  the  home 
prior  to  the  time  that  the  home  was  reclassified. 

A  further  analysis  of  these  case  records  indicated  that  the 
seven  AFA  recipients  had  previously  been  considered  as  in  need  of 
the  maximum  level  of  care;  however,  after  the  home  was  reclassified 
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as  a  rest  home,  the  grants  to  the  seven  recipients  were  immediately 
reduced  to  the  level  authorized  under  existing  regulations  for  rest 
home  care.     For  two  of  the  seven  recipients,  available  information 
relating  to  periods  both  prior  to  and  subsequent  to  the  reclassifi- 
cation of  the  home  showed  no  significant  changes  in  their  physical 
condition  or  in  the  type  of  service  or  care  needed  and  no  informa- 
tion relative  to  a  determination  that  rest  home  care  rather  than 
nursing  home  care  was  required. 

In  two  other  cases,  we  found  that,  although  the  level  of  care 
and  the  amounts  of  the  grants  were  reduced,  a  redetermination  of 
the  clients'   condition  had  not  been  made  prior  to  such  actions.  In 
the  remaining  three  cases,  the  descriptions  of  the  clients'  physical 
condition  did  not  indicate  any  significant  change  in  their  condi- 
tion or  any  statement  relative  to  the  type  of  service  and  care  pro- 
vided from  the  time  the  clients  were  receiving  maximum  care  to  the 
time  that  they  were  receiving  rest  home  care;  however,  the  case 
records  did  indicate  that  a  physician  had  stated  that  rest  home 
care  was  required. 

Also,  we  found  that  transfers  of  AFA  recipients  had  been  made 
from  two  other  nursing  homes,  which  had  been  required  to  reduce  the 
number  of  patients.     tfe  found  that  three  AFA  recipients  had  been 
transferred  to  a  rest  home  and  that  the  assistance  allowances  had 
been  reduced  accordingly. 

Our  review  of  the  case  files  for  these  three  recipients  did 
not  disclose  any  information  with  respect  to  a  change  in  the  cli- 
ents' physical  condition  or  need  for  care  which  would  warrant  the 
change  that  was  made  in  the  level  of  care.     We  were  informed  by  the 
assistant  caseworker  supervisor  responsible  for  the  placement  that, 
although  the  case  records  did  not  show  that  the  physical  condition 
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of  these  recipients  had  improved  to  the  point  where  only  rest  home 
care  was  needed,  the  nursing  home  doctor,  the  nursing  home  operator, 
and  the  nursing  home  nurse  had  been  consulted  before  the  decision 
was  reached  as  to  which  recipients  should  be  moved  to  the  rest  home. 

We  believe  that  the  results  of  our  review  clearly  indicate 
that  the  majority  of  recipients  are  placed  in  nursing  homes  at  the 
higher  level  of  care  and  that  adequate  information  is  not  available 
at  the  time  of  placement  to  enable,  in  all  cases,  an  informed  de- 
termination of  the  level  of  care  needed.     Furthermore,  we  believe 
that  those  services  described  in  the  Ohio  State  plan  as  being  nec- 
essary in  qualifying  for  the  maximum  level  of  care  require  rather 
intensive  nursing  care  and  treatment  and  that  it  is  questionable 
that  this  type  of  care  would  be  provided  to  the  vast  majority  of 
recipients . 

Additionally,  the  seemingly  arbitrary  reclassifications  that 
were  made  in  the  designated  level  of  care  in  certain  cases,  appar- 
ently on  the  basis  of  actions  such  as  those  effecting  a  change  in 
the  classification  of  a  home  or  a  change  in  location  of  a  recipient, 
indicate  that  an  evaluation  of  the  patient's  specific  needs  may  not, 
in  many  cases,  be  the  determining  factor. 

As  evidenced  by  the  above  facts,  we  believe  that  determina- 
tions of  the  level  of  care  may  be  primarily  matters  of  negotiation 
between  the  county  welfare  personnel  charged  with  the  placement  of 
AFA  recipients  and  the  nursing  home  operators  or  administrators. 
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CONTROLS  OVER  PAYMENTS  TO  PRACTITIONERS 
FOR  SERVICES  PROVIDED  TO 
AID  FOR  THE  AGED  RECIPIENTS 

Several  allegations  were  made  which  relate  to  indicated  inade- 
quate controls  over  payments  made  for  services  billed  by  practi- 
tioners as  having  been  provided  to  AFA  recipients.  Specifically, 
it  was  alleged  that: 

1.  Certain  medical  doctors  and  podiatrists  billed  and  were 
paid  for  a  large  number  of  visits  to  recipients. 

2.  Billings  by  some  practitioners  may  be  automatic  with  no 
visits  having  actually  been  made. 

3.  Billings  were  not  always  made  within  the  required  number  of 
days  after  the  claimed  visit. 

4.  In  some  cases,  nursing  home  records  for  the  patients  did 
not  show  visits  billed  for  by  practitioners. 

5.  Payment  was  made  for  services  to  one  patient  by  a  physician 
who  was  not  a  physician  registered  in  the  State  of  Ohio. 

Our  examination  into  these  allegations  was  limited  to  reviews 
of  State  policies  and  procedures  relating  to  payments  for  practi- 
tioners' services  and  to  analyses  of  payment  records  relating  to 
selected  practitioners  and  selected  AFA  recipients.     We  did  not 
visit  nursing  homes  or  review  their  records  or  in  any  other  way  at- 
tempt to  independently  ascertain  whether  the  services  for  which 
bills  were  submitted  and  paid  were  actually  provided. 

Also,  although  we  made  certain  tests  designed  to  detect  pay- 
ments to  unregistered  physicians,  we  found  no  instances  of  such 
payments.     We  did  ascertain,  however,  that  the  State's  payment  pro- 
cedures did  not  provide  assurance  that  payments  are  made  to  only 
registered  or  licensed  practitioners.     In  our  discussion  of 
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this  matter  with  State  officials,   they  indicated  that  consideration 
would  be  given  to  modifying  the  procedures  to  provide  such  assur- 
ance . 

Further,  the  payment  data  reviewed  by  us  showed  the  date  on 
which  the  services  were  performed  and  the  month  in  which  the  State 
made  payment  but  did  not  show  the  date  on  which  the  bill  was  sub- 
mitted by  the  practitioner.    Although  we  noted  many  instances  where 
payment  was  made  several  months  after  the  services  were  performed, 
we  could  not  ascertain  readily  to  what  extent  the  time  lapse  might 
have  been  due  to  delays  in  the  submission  of  bills.     We  were  in- 
formed by  State  officials  that,  although  it  was  required  that  bills 
be  submitted  within  90  days  of  the  date  of  service,  the  State  did 
not  enforce  the  requirement. 

Prior  to  August  15,  1966,  the  State's  payments  to  practition- 
ers for  services  billed  as  having  been  provided  to  welfare  recipi- 
ents were  made  in  accordance  with  a  fee  schedule  setting  forth  the 
maximum  amounts  which  would  be  paid  for  various  types  of  services 
under  various  circumstances.     For  example,  the  established  fee  for 
a  physician's  services  to  recipients  in  a  nursing  home  was  $5  for 
the  first  patient  treated  and  $2  for  each  additional  patient 
treated  during  the  same  visit. 

Effective  August  15,  1966,  the  State  began  paying  for  billed 
services  on  the  basis  of  a  percentage  (60  percent)  of  the  practi- 
tioner's usual  charge,  with  the  intent  of  subsequently  increasing 
the  percentage  to  the  full  usual  charge. 

Because  of  experienced  difficulties  concerning  the  relation- 
ship between  coverage  under  the  State's  medical  assistance  program 
and  coverage  under  the  supplemental  medical  insurance  program  under 
title  XVIII  of  the  Social  Security  Act  (part  B  of  Medicare), 
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payments  for  billed  physicians'   services  provided  to  AFA  recipients 
after  July  1,   1966,  were  temporarily  suspended  by  the  State. 
Therefore,  our  examination  of  State  records  related  primarily  to 
payments  made  in  accordance  with  the  fee  schedule  in  effect  prior 
to  August  15,  1966. 

The  State  plan  in  effect  during  the  period  covered  by  the  rec- 
ords reviewed  provided  for  payments  for  not  more  than  2  visits  by  a 
practitioner  to  an  AFA  recipient  each  month  in  the  case  of  chronic 
illness  and  not  more  than  10  visits  a  month  in  the  case  of  acute 
illness . 

The  State's  procedures  for  processing  practitioner  bills  for 
payment  include  steps  for  verifying  that  the  person  to  whom  the 
services  were  provided  was  eligible  for  aid  on  the  date  of  service 
and  steps  for  detecting  duplicate  payments.     Except  for  the  practi- 
tioner's bill,  however,  the  State  requires  no  evidence  that  the 
billed  services  were  actually  rendered.     Also,  no  postpayment  audit 
procedures,  such  as  verifying  indicated  dates  of  service  against 
nursing  home  patient  care  records,  are  regularly  employed  by  the 
State  to  evaluate  the  need  for  the  indicated  services  or  to  deter- 
mine whether  the  services  were  in  fact  performed. 

As  part  of  our  examination,  we  reviewed  listings  of  payments 
made  during  the  months  of  November  and  December  1965  and  February 
1966  to  practitioners  for  services  rendered  to  AFA  recipients  in 
Cuyahoga  County  and  selected  for  further  review  the  practitioners 
in  each  classification  (three  medical  doctors,  one  podiatrist,  one 
optometrist,  one  osteopath,  and  one  dental  surgeon)  who  had  the 
most  payment  entries,  as  follows: 
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Practitioner 


Number 
of  entries 


Podiatrist 
Optometrist 
Osteopath 
Dental  surgeon 


Medical  doctor  A 
n  n  B 

ii  ii  c 


960 
870 
215 
750 
140 
286 
79 


No  other  medical  doctor  had  more  than  200  entries.     Five  other  po- 
diatrists had  more  than  200  entries  as  follows:     480,  360,  280, 
274,  and  252.     The  next  highest  number  of  entries  for  the  other 
types  of  practitioners  were:     optometrist,  48;  osteopath,  105;  and 
dental  surgeon,  19. 

For  each  of  the  practitioners  selected  for  further  review,  we 
obtained  listings  of  all  payments  made  by  the  State  during  the 
8-month  period  January  through  August  1966  for  services  billed  as 
having  been  provided  to  AFA  recipients.     These  listings  showed  for 
each  item  the  case  number  of  the  recipient,  the  first  and  last 
dates  of  service  covered  by  the  practitioner's  bill,  the  amount 
billed  for  the  service,  and  the  amount  and  month  of  payment.  In 
general,  the  first  and  last  dates  of  service  for  each  payment  item 
were  the  same,  indicating  that  only  one  visit  had  been  made.  In 
some  cases,  however,  the  service  dates  and  the  amounts  billed  and 
paid  indicated  that  the  bill  included  two  or  more  visits,  with  the 
dates  of  any  visits  between  the  first  and  last  dates  of  service  not 
shown. 

The  total  number  of  billed  items  on  the  listings  for  each  of 
the  selected  practitioners  and  the  total  amount  of  State  payments 
to  the  practitioners  during  the  8-month  period  are  shown  in  the 
following  schedule. 
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Number  of 
billed  items 


Total 
amount  paid 


Medical  doctor  A 


2,989 
3,820 
756 
3,138 


$12,909 


n  ii  c 

Podiatrist 
Optometrist 
Osteopath 
Dental  surgeon 


it  it  g 


506 
767 
44 


8,856 
3,580 
13,468 
7,244 
3,737 
1,443 


From  the  listings,  we  reviewed  the  dates  on  which  services 
were  indicated  to  have  been  provided  by  each  of  the  selected  prac- 
titioners to  a  number  of  welfare  recipients  to  ascertain  whether 
any  regular  schedule  or  pattern  appeared  to  have  been  followed  in 
visiting  the  patients  and  rendering  bills.     The  number  of  recipi- 
ents and  billed  items  included  in  our  review  for  each  practitioner 
and  the  results  of  our  analyses  are  described  below.     In  our  anal- 
yses, we  excluded  billed  items  where  service  dates  prior  to 
June  30,  1965,  indicated  delays  either  in  submitting  bills  or  in 
processing  payments. 

Medical  doctor  A--We  reviewed  the  listing  for  indicated  ser- 
vices to  10  recipients  and  found  109  billed  items  which  indi- 
cated a  total  of  117  visits  for  which  the  doctor  was  paid  a 
total  of  $504.     Service  dates  for  the  10  recipients  covered  a 
period  from  September  or  October  1965  to  March  or  April  1966, 
or  from  6  to  8  months.     Except  in  the  case  of  1  recipient  for 
which  a  total  of  23  visits  were  indicated  with  a  pattern  sug- 
gesting periods  of  acute  illness,  the  number  of  indicated 
visits  per  recipient  ranged  from  8  to  15,  with  1  or  2  visits 
having  been  made  each  month  in  a  fairly  regular  pattern. 

Medical  doctor  B--We  reviewed  the  listing  for  indicated  ser- 
vices to  20  recipients  and  found  259  billed  items,  indicating 
a  total  of  259  visits  for  which  the  doctor  was  paid  a  total  of 
$643.     Service  dates  for  14  of  the  recipients  covered  a  period 
from  September  or  October  1965  to  May  or  June  1966,  or  from 
9  to  10  months;  the  number  of  indicated  visits  per  recipient 
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ranged  from  11  to  18,  with  1  or  2  visits  having  been  made  each 
month  in  a  fairly  regular  pattern.     For  the  remaining  6  recip- 
ients, service  dates  covered  a  period  from  February  1966  to 
May  1966,   or  4  months.     The  number  of  indicated  visits  for 
these  6  recipients  was  6  or  7  with  a  pattern  of  1  or  2  visits 
each  month. 

Medical  doctor  C--We  reviewed  the  listing  for  indicated  ser- 
vices to  10  recipients,  which  showed  81  billed  items,  indicat- 
ing a  total  of  95  visits  for  which  the  doctor  was  paid  a  total 
of  $383.     Service  dates  covered  a  period  from  September  or  Oc- 
tober 1965  to  April  or  May  1966,  or  from  8  to  9  months.  Ex- 
cept in  the  case  of  2  recipients  for  which  13  and  15  visits 
were  made,  the  number  of  indicated  visits  per  recipient  was 
8  or  9,  with  1  visit  having  been  made  each  month  in  a  fairly 
regular  pattern. 

Podiatrist--We  examined  the  listing  for  indicated  services  to 
23  recipients,  which  showed  184  billed  items,  indicating  a 
total  of  158  visits  for  which  the  podiatrist  was  paid  $811. 
Service  dates  for  18  of  the  recipients  covered  a  period  from 
September  or  October  1965  to  May  1966,  or  8  or  9  months.  Ser- 
vice dates  for  the  remaining  5  recipients  covered  1  to 
4  months  during  the  same  period.     Generally,  visits  were  made 
to  the  23  recipients  on  a  monthly  basis,  with  about  16  percent 
of  the  visits  resulting  in  two  billed  items,  indicating  that  a 
service  such  as  minor  surgery  was  performed  in  addition  to  the 
regular  visit . 

Optometrist- -We  examined  the  listing  for  indicated  services  to 
12  recipients,  which  showed  24  billed  items,  indicating  a  to- 
tal of  12  visits,  or  2  billed  items  for  each  visit  to  each  re- 
cipient. Apparently,  the  billed  items  for  each  recipient  con- 
sisted of  a  charge  for  an  examination  ($10)  and  a  charge  for 
glasses  ($17.50,  $18.50,  or  $19.50).  The  optometrist  was  paid 
a  total  of  $348  for  the  12  visits. 

Os teopath--We  reviewed  the  listing  for  indicated  services  to 
10  recipients,  which  showed  71  billed  items,  indicating  a  to- 
tal of  91  visits  for  which  the  osteopath  was  paid  a  total  of 
$408.     Service  dates  covered  a  period  from  September  or  Octo- 
ber 1965  to  April  or  May  1966,  oi  from  7  to  9  months.  For 
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two  recipients  as  many  as  three  visits  were  indicated  in  a 
single  month;  however,  the  number  of  visits  ranged  from  5  to 
14  with  generally  one  or  two  visits  having  been  made  each 
month  in  a  fairly  regular  pattern. 

Dental  surgeon — We  examined  the  listing  for  indicated  services 
to  21  recipients  and  found  28  billed  items,  indicating  a  total 
of  42  visits  for  which  the  dental  surgeon  was  paid  a  total  of 
$1,382.50.     Except  for  single  visits  for  three  recipients  and 
three  visits  each  for  three  other  recipients,  only  two  visits 
were  made  for  each  recipient.     The  only  discernible  pattern 
was  a  small  charge  for  the  first  visit,  indicating,  perhaps, 
only  an  examination,  and  a  larger  charge  ranging  from  $5  to 
$149 ,  indicating  the  providing  of  dental  work  or  dentures  on 
the  second  visit. 

Because  the  analyses  described  above  showed  fairly  regular 
patterns  of  indicated  services  for  certain  practitioners,  we  per- 
formed further  analyses  with  respect  to  the  three  medical  doctors, 
the  podiatrist,  and  the  osteopath.     For  each  of  these  practi- 
tioners, we  scheduled,  on  a  day-by-day  basis,  all  visits  indicated 
to  have  been  made  during  1  calendar  month.     For  at  least  1  day  of 
the  month  for  each  practitioner,  we  obtained  and  scheduled  the  ad- 
dresses of  the  recipients  for  which  services  were  indicated  and 
plotted  their  locations  on  a  map  of  the  Cleveland  area. 

The  results  of  these  further  analyses  are  described  below. 

Medical  doctor  A — We  selected  the  month  of  January  1966  for 
the  analysis  of  the  number  of  recipients  which  were  visited 
each  day,  with  the  following  results. 
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Number  of  '      Number  of 


Day 

of 

recipients 

Day 

of 

rec  ip  ient 

Month 

Week 

visited 

Month 

Week 

vis  ited 

1 

Sat. 

— 

1/ 

Mon. 

/. 

2 

Sun. 

~ 

1  o 

lo 

Tues . 

J 

3 

Mon. 

7 1 

Wed . 

Q 
O 

4 

Tues . 

zu 

inur . 

0 

c  ' 

_> 

wed . 

JO 

Z  1 

r  r  i  . 

A 

D 

inur . 

D 

99 
Z  Z 

Jdt  . 

Q 
o 

7 

rr  1 . 

9*3 
Z  -J 

8 

Sat. 

10 

24 

Mon. 

9 

9 

Sun. 

25 

Tues. 

6 

10 

Mon . 

8 

26 

Wed. 

11 

11 

Tues. 

16 

27 

Thur. 

10 

12 

Wed. 

22 

28 

Fri. 

10 

13 

Thur. 

6 

29 

Sat. 

2 

14 

Fri. 

12 

30 

Sun. 

15 

Sat. 

3 

31 

Mon. 

3 

16 

Sun. 

Tote 

il  visits 

indicated  for 

specif i 

c  dates 

362 

Because  many  of  the  billed  items,   indicating  that  more  than 
two  visits  were  included  in  the  item,  showed  a  first  day  of 
service  in  January  and  a  last  day  of  service  in  a  subsequent 
month,  it  is  probable  that  a  significant  number  of  January 
visits  which  were  billed  by  medical  doctor  A  are  not  included 
in  the  above  schedule.     On  the  basis  of  the  first  and  last 
dates  of  service  shown  for  these  billed  items,  the  number  of 
visits  included  in  the  billed  items  as  indicated  by  the 
amounts  billed  and  paid,  and  the  doctor's  apparent  pattern 
of  visiting  AFA  patients,  as  shown  by  our  analysis  discussed 
on  page  39,  we  estimate  that  about  159  visits  made  during  the 
middle  part  of  the  month  are  not  included  in  the  schedule. 

For  the  visits  included  in  the  schedule,  we  estimate  that  the 
doctor  was  paid  about  $1,132.     The  estimated  159  additional 
visits  would  represent  about  $327  in  paid  services. 

We  plotted  the  locations  of  the  indicated  visits  for  January  3 
and  5  on  a  map  of  the  Cleveland  area  and  found  that  68  of  the 
indicated  visits  on  January  3  were  in  one  nursing  home.  The 
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other  three  visits  were  at  separate  locations  close  to  the 
nursing  home. 

Of  the  56  indicated  visits  on  January  5,  46  were  in  one  nurs- 
ing home,  2  were  at  one  other  location,  and  7  were  at  separate 
locations,  all  within  the  same  general  area.     The  other  visit 
was  at  a  hospital  several  miles  away. 

Medical  doctor  B--We  selected  the  month  of  February  1966  for 
the  analysis  of  the  number  of  recipients  which  were  visited 
each  day  with  the  following  results. 


Day  of 


Month  Week 


Number  of 
recipients 
visited 


Day  of 


Month  Week 


Number  of 
recipients 
visited 


1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 


Tues 
Wed. 
Thur 
Fri. 
Sat. 
Sun. 
Mon. 
Tues 
Wed. 
Thur 
Fri. 
Sat. 
Sun. 
Mon. 


6 
7 
90 
67 
23 
48 


15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 


Tues, 

Wed. 

Thur, 

Fri. 

Sat. 

Sun. 

Mon. 

Tues, 

Wed. 

Thur 

Fri. 

Sat. 

Sun. 

Mon. 


14 

31 
86 
24 
79 
2 


Total  visits  for  month  487 

For  the  487  recipients  visited  in  February,  the  doctor  was 
paid  $1,486. 

For  further  analysis,  we  plotted  the  locations  of  the  indi- 
cated visits  for  February  27,  a  Sunday,  on  a  map  of  the  Cleve- 
land area.     We  found  that  73  of  the  79  indicated  visits  were 
in  four  nursing  homes  (30,  27,  14,  and  2  visits  made  to  the 
four  homes,  respectively)  close  to  one  another.     The  other 
6  visits  were  at  separate  locations,  2  visits  about  5  miles 
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southeast  of  the  nearest  nursing  home,  2  visits  about  7  miles 
west  of  the  nursing  home,  and  1  visit  near  the  nursing  homes. 
We  estimate  that  travel  between  these  locations  would  involve 
a  distance  of  about  30  miles  within  the  Cleveland  metropolitan 
area . 

Medical  doctor  C--We  selected  the  month  of  February  1966  for 
the  analysis  of  the  number  of  recipients  visited  each  day, 
with  the  following  results. 


Number  of 

Number  of 

Day  of 

recipients 

Day 

of 

recipients 

Month 

Week 

visited 

Month 

Week 

visited 

1 

Tues. 

2 

15 

Tues. 

4 

2 

Wed. 

5 

16 

Wed. 

3 

Thur. 

2 

17 

Thur. 

2 

4 

Fri. 

11 

18 

Fri. 

3 

5 

Sat. 

19 

Sat. 

6 

Sun. 

20 

Sun. 

7 

Mon. 

4 

21 

Mon. 

6 

8 

Tues. 

1 

22 

Tues. 

3 

9 

Wed. 

4 

23 

Wed. 

10 

Thur. 

5 

24 

Thur. 

5 

11 

Fri. 

5 

25 

Fri. 

12 

Sat. 

26 

Sat.. 

4 

13 

Sun. 

2 

27 

Sun. 

1 

14 

Mon. 

4 

28 

Mon. 

8 

Total  visits  for  month  jtt. 

For  the  81  recipients  visited  in  February,  the  doctor  was  paid 
$375. 


For  further  analysis,  we  plotted  the  locations  of  the  indi- 
cated visits  for  February  4  on  a  map  of  the  Cleveland  area. 
We  found  that,  at  three  nursing  homes  close  to  one  another, 
4,  3,  and  2  recipients  were  visited.     The  other  two  visits 
were  at  separate  locations  near  the  nursing  homes. 

Podiatrist- -We  selected  the  month  of  February  1966  for  the 
analysis  of  the  number  of  recipients  visited  each  day,  with 
the  following  results. 
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Number  of  Number  of 

Day  of  recipients  Day  of  recipients 


Month 

Week 

visited 

Month 

Week 

visited 

1 

Tues. 

17 

15 

Tues . 

2 

Wed. 

12 

16 

Wed. 

ii 

3 

Thur. 

15 

17 

Thur. 

Q 

4 

Fri. 

15 

18 

Fri . 

1Z 

5 

Sat. 

7 

19 

Sat . 

r 
O 

6 

Sun. 

n  o 

lo 

on 

Sun. 

O 
£. 

7 

Mon. 

20 

21 

Mon. 

10 

8 

Tues. 

15 

22 

Tues. 

9 

9 

Wed. 

15 

23 

Wed. 

3 

10 

Thur. 

14 

24 

Thur. 

2 

11 

Fri. 

8 

25 

Fri. 

17 

12 

Sat. 

3 

26 

Sat. 

1 

13 

Sun. 

32 

27 

Sun. 

2 

14 

Mon. 

13 

28 

Mon. 

3 

Total  visits  for  month  300 

For  the  300  recipients  visited  in  February  1966,  the  podia- 
trist was  paid  $1,467. 

For  further  analysis,  we  plotted  the  locations  of  the  indi- 
cated visits  for  Sunday,  February  13,  1966,  on  a  map  of  the 
Cleveland  area.    We  found  that  26  of  32  indicated  visits  were 
made  at  one  nursing  home.     The  remaining  six  visits  were  at 
separate  locations,  one  north  of  the  nursing  home,  two  east, 
one  south,  one  southwest,  and  one  west,  at  distances  ranging 
from  one-half  mile  to  10  miles  from  the  nursing  home.     We  es- 
timate that  travel  between  these  locations  would  involve  a 
distance  of  about  39  miles. 


Osteopath- -We  selected  the  month  February  1966  for  the  analy- 
sis of  the  number  of  recipients  visited  each  day,  with  the 
following  results. 


922 


SOCIAL  SECURITY  AMENDMENTS  OF   19  67 


Number  of  Number  of 


Day 

of 

recipients 

Day 

of 

recipient 

Month 

Week 

visited 

Month 

Week 

visited 

1 

Tues . 

_ 

15 

Tues. 

1 

2 

Wed. 

4 

16 

Wed. 

»trv  '3 

3 

Thur. 

_ 

17 

Thur. 

- 

4 

Fri. 

1 

18 

Fri. 

1 

5 

Sat. 

3 

19 

Sat. 

1 

6 

Sun. 

20 

Sun. 

1 

7 

Mon. 

11 

Zl 

Mon. 

c 

D 

8 

Tues. 

7 

22 

Tues. 

11 

9 

Wed. 

1 

23 

Wed. 

3 

10 

Thur. 

1 

24 

Thur. 

4 

11 

Fri. 

1 

25 

Fri. 

7 

12 

Sat. 

9 

26 

Sat. 

13 

Sun. 

27 

Sun. 

14 

Mon. 

28 

Mon. 

_5 

Total 

visits  for 

month 

JO 

For  the  80  recipients  visited  in  February,  the  osteopath  was 
paid  $314. 

For  further  analysis,  we  plotted  the  locations  of  the  indi- 
cated visits  for  February  7  and  22  on  a  map  of  the  Cleveland 
area.     We  found  that  7  of  the  11  indicated  visits  on  Febru- 
ary 7  were  in  one  nursing  home.    The  other  four  visits  were 
at  separate  locations  close  to  the  nursing  home. 

Of  the  11  indicated  visits  on  February  22,  8  were  at  two  nurs- 
ing homes  (5  and  3  visits,  respectively)  within  2  miles  of 
each  other.     The  remaining  three  visits  were  at  separate  lo- 
cations, all  within  the  same  general  area  as  the  nursing 
homes. 

In  addition  to  the  results  of  the  analyses  discussed  above,  we 
noted  some  instances  where  payment  listings  showed  dates  of  service 
to  an  individual  AFA  recipient  by  two  different  medical  doctors 
only  a  few  days  apart. 
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We  are  not  in  a  position  to  evaluate,  on  the  basis  of  our  in- 
quiry, whether  the  services  for  which  the  above  practitioners  sub- 
mitted bills  to  the  State  were  in  all  cases  performed  or  necessary 
to  the  proper  medical  care  and  treatment  of  the  aFA  recipients  in- 
volved.    We  believe,  however,  that  the  pattern  of  quite  frequent 
and  regular  visits  indicated  by  our  analyses  for  certain  of  the 
practitioners  and  the  number  of  patients  indicated  to  have  been 
seen  by  these  practitioners  on  single  days  suggest  that  the  ser- 
vices for  which  bills  were  submitted,  if  performed,  were  provided 
as  a  matter  of  routine  and  in  some  cases  may  not  have  been  substan- 
tial.    Specifically,  we  believe  that  these  circumstances  are  sug- 
gested by  the  information  shown  above  with  respect  to  medical  doc- 
tors A  and  B  and  the  podiatrist. 

Therefore,  considering  that  the  State  at  present  employs  no 
regular  procedures  or  controls  to  help  ensure  that  practitioners' 
services  for  which  billings  are  received  were  actually  provided  and 
were  reasonably  necessary  for  the  proper  medical  care  and  treatment 
of  the  AFA  recipients  involved,  we  believe  that  further  review  or 
investigation  of  this  subject,  and  in  greater  depth,  to  evaluate 
the  extent  to  which  program  abuses  may  in  fact  exist  and  to  consider 
means  by  which  improved  control  over  this  aspect  of  the  program  may 
be  achieved  is  warranted.     We  believe  that  the  desirability  of  such 
a  further  study  in  this  area  is  enhanced  by  the  recent  change  in 
the  State's  payment  policy  which  provides  for  payments  based  on  the 
practitioner's  usual  charges  rather  than  on  the  relatively  modest 
fee  schedule  which  was  in  effect  during  the  period  considered  in 
our  inquiry. 
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CONTROLS  OVER  PAYMENTS  FOR  DRUGS 
PROVIDED  TO  AID  FOR  THE  AGED  RECIPIENTS 

It  was  alleged  that  certain  questionable  practices  existed 
relative  to  the  procurement  of  and  payment  for  drugs  provided  to 
AFA  recipients  who  resided  in  nursing  homes  in  the  Cleveland,  Ohio, 
area.     The  allegations  indicated  that  three  pharmacies  claimed  pay- 
ment for  a  major  portion  of  the  drugs  provided  to  AFA  recipients  in 
nursing  homes  in  the  county  and  that  payments  were  made  to  pharma- 
cists for  drugs  which  had  not  been  ordered  by  a  physician  or  pro- 
vided for  the  use  of  the  recipient. 

Our  examination  into  these  allegations  was  limited  to  a  review 
of  State  and  county  policies  and  procedures  relating  to  payments 
for  drugs  provided  to  AFA  recipients  and  to  analyses  of  payment 
records  relating  to  selected  pharmacists  and  selected  recipients. 
We  did  not  visit  pharmacies  or  nursing  homes  to  review  their  rec- 
ords to  independently  ascertain  whether  drugs  for  which  bills  were 
paid  were  actually  prescribed  or  otherwise  authorized  or  were  ac- 
tually received.     The  results  of  our  review  indicate  that  the  State 
and  county  procedures  do  not  provide  a  reasonable  degree  of  as- 
surance that  the  payments  are  made  for  drugs  that  are  prescribed  by 
an  authorized  practitioner  or  that  the  drugs  have  been  provided  to 
AFA  recipients,  and  they  support  the  allegation  that  a  small  number 
of  pharmacists  are  claiming  payment  for  substantial  quantities  of 
drugs  supplied  to  AFA  recipients. 

Under  the  approved  Ohio  State  plan  dated  July  1,  1966,  cover- 
ing health  care  services  provided  under  the  recently  authorized 
title  XIX  (medical  assistance  program)  as  well  as  under  the  former 
State  plan  covering  the  AFA  program,  payments  may  be  made  by  the 
State  for  those  drugs  and  medical  supplies  requiring  a  prescription 
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which  are  provided  to  AFA  recipients,  including  those  residing  in 
nursing  or  rest  homes. 

The  Ohio  State  plan  provides  that  physicians  shall  write  or 
telephone  prescriptions  for  AFA  recipients  in  the  same  manner  as 
for  nonwelfare  patients.     The  pharmacist  receiving  the  prescrip- 
tion, according  to  instructions  issued  by  the  State  Department  of 
Public  Welfare  (SDPW)  to  pharmacists  serving  AFA  recipients,  is  re- 
quired to  verify  that  the  person  for  whom  the  drugs  are  prescribed 
is  an  eligible  welfare  recipient.     Prescription  orders  for  drugs 
dispensed  to  welfare  recipients  are  required  to  be  maintained  by 
pharmacists  in  the  same  manner  as  any  other  prescription  order  and 
in  full  compliance  with  applicable  State  and  Federal  laws. 

Ohio  State  laws  governing  the  operation  of  licensed  pharma- 
cists provide  that  prescriptions  received  by  word  of  mouth,  tele- 
phone, telegraph,  or  other  means  of  communication  be  recorded  in 
writing  by  the  pharmacist  and  that  the  record  so  made  by  the  phar- 
macist shall  constitute  the  original  prescription  to  be  filled  by 
the  pharmacist.     All  prescriptions  are  required  to  be  preserved  on 
file  at  the  pharmacy  for  a  period  of  2  years  and  to  be  made  avail- 
able for  inspection  by  the  proper  authorities. 

By  agreements  between  the  SDPW  and  the  individual  pharmacists 
serving  AFA  recipients,  charges  for  compounded  prescriptions  shall 
be  made  on  the  basis  of  an  established  pricing  schedule  and  charges 
for  noncompounded  prescriptions  shall  be  at  the  fair  trade  price 
or,  for  other  than  fair  trade  items,  at  the  wholesale  price  plus  a 
markup  of  50  percent.     An  additional  charge  of  30  cents  may  be  made 
for  broken-lot  prescriptions.     Under  no  circumstances  may  prices 
charged  the  State  exceed  the  charges  made  to  nonwelfare  patients. 
The  agreements  further  provide  that  payment  by  the  State  shall  con- 
stitute full  payment. 
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We  were  informed  by  the  Pharmaceutical  Consultant  of  the  SDPW, 
that  about  94  percent  of  the  pharmacies  in  Ohio  have  signed  this 
agreement  with  the  SDPW.     For  billing  purposes,  the  pharmacist  is 
required  to  use  SDPW  Form  2079  and  indicate  on  such  form  data  in- 
cluding the  prescribing  physician's  registration  number;  the  manu- 
facturer, strength,  quantity,  and  form  of  the  drug;  the  price;  the 
recipient's  case  number;  and  the  code  number  established  by  the 
State  for  the  particular  drug  dispensed.    There  is  no  provision  or 
requirement  that  the  form  be  signed  by  the  AFA  recipient  or  other 
person  who  received  the  drug  on  behalf  of  the  recipient. 

In  our  review,  we  found  that  the  State's  payment  procedures 
relating  to  prescribed  drugs  include  procedures  to  ensure  that  the 
recipient  to  whom  the  drug  is  dispensed  is  eligible  at  the  date  of 
service  and  that  the  drug  is  properly  priced.     At  the  time  payment 
is  made,  however,  the  State  has  in  its  possession  no  evidence  from 
sources  independent  of  the  billing  pharmacy  that  the  drugs  were 
prescribed  by  an  authorized  practitioner  or  were  actually  dispensed 
for  the  use  of  eligible  recipients.     Also,  the  State  does  not  regu- 
larly employ  postpayment  audit  procedures,  such  as  comparison  of 
drugs  for  which  payment  was  made  with  the  recipients'  medication 
and  medical  care  records,  to  determine  whether  they  were  actually 
prescribed  and  dispensed  for  the  use  of  recipients. 

As  part  of  our  inquiry,  we  obtained  listings  of  payments  made 
to  certain  pharmacies  participating  in  the  AFA  program.     From  such 
listings  for  the  months  of  November  and  December  1965  and  February 
1966,  we  selected  18  pharmacies  which  were  shown  as  having  received 
a  substantial  number  of  payments  for  drugs  or  medical  supplies  and 
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selected  for  further  review  the  pharmacies  which  for  the  3-month 
period  had  the  following  numbers  of  payment  entries. 


Pharmacy  Number  of  entries 

1  6 , 600 

2  5,860 

3  560 


Of  the  remaining  15  pharmacies,  12  had  less  than  500  entries  and 
3  had  between  500  and  1,000  entries.     Although  three  pharmacies  had 
a  greater  number  of  entries  than  pharmacy  No.  3  shown  above,  our 
decision  to  select  pharmacy  No.  3  for  further  review  was  prompted 
by  an  indication  that  this  pharmacy  was  among  those  referred  to  in 
the  allegations. 

We  obtained  listings  of  vendor  payments  for  the  8-month  period 
ended  August  1966  for  the  three  pharmacies.     The  payments  made  to 
these  three  pharmacies  during  this  period  for  drugs  or  medical  sup- 
plies provided  to  AFA  recipients  were  as  follows: 


Pharmacy  Number  of  entries  Amount  paid 

1  22,848  $105,400 

2  16,075  81,900 

3  1,283  5,100 


A  further  analysis  of  the  vendor  payment  listings  indicated 
that  frequent  payments  made  on  behalf  of  certain  recipients  were 
for  a  substantial  number  of  drugs  shown  as  having  been  provided  in 
a  single  day.    We  selected  for  further  examination  vendor  payment 
records  for  nine  recipients  located  in  various  nursing  homes,  who 
were  provided  a  relatively  high  volume  of  drugs  by  the  three  phar- 
macies.    The  results  of  our  review  are  shown  in  the  following 
schedule . 
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Pharmacy 


Recipient 


Service 
period  covered 
(months) 


Number  of 
payment 
entries 


Number 
of  different 
type  drugs 
(note  a) 


1 
1 
1 
2 
2 
2 
2 
3 
3 


A 
B 
C 
D 
E 
F 
G 
H 
I 


11 

9 
10 
12 
11 
12 
10 
14 
10 


84 
73 
93 
133 
106 
83 
55 
72 
46 


19 
33 
29 
27 
30 
14 
21 
26 
9 


Certain  entries  indicated  no  description  of  the  drug;  therefore 
the  number  of  different  types  of  drugs  shown  may  be  slightly  un- 
derstated . 

We  found  that,  for  certain  of  the  recipients  included  in  the  above 
schedule,  from  9  to  18  different  drugs  were  reported  as  being  sup- 
plied in  a  single  day. 

In  addition,  we  found  that  substantial  quantities  of  a  variety 
of  drugs  were  indicated  as  having  been  supplied  to  AFA  recipients. 
For  example,  for  recipient  D  during  the  period  July  20,  1965, 
to  June  28,  1966,  we  found  the  following: 


52 


SOCIAL  SECURITY  AMENDMENTS  OF   1967  929 


INLUUUCl      \J  X. 

Total 

rug  code 
number 

Description  or  drug 

Strength 

vie  1  iVC-i-  .LCO 

quant  i  ty 

(note  a) 

^note  a. j 

(  not  o    Vi ) 

del iver ed 

9513 

Achromycin  I.M. 

250  mg. 

1 

6  inj. 

3262 

Achromycin  V. 

250  mg. 

3 

84  cap. 

3026 

Alertonic 

- 

8 

192  oz. 

5414 

Alevaire 

- 

5 

360  cc. 

3208 

Benylin  Expectorant 

- 

1/2  gr. 

2 

16  oz. 

5284 

Codeine 

1 

20  tab. 

3004 

Darvon  Compound 

65  mg. 

7 

700  cap. 

4415 

Decaspray 

- 

6 

540  gm. 

0039 

Digi toxin 

0.1  mg. 

5 

220  tab. 

3668 

Dimetapp 

- 

1 

60  tab. 

3006 

Diuril 

500  mg. 

5 

150  tab. 

3685 

Duracillin  AS 

300  .U 

6 

70  cc. 

3053 

Equanil 

400  mg. 

7 

410  tab. 

0767 

Ephedrine 

3/8  gr. 

6 

600  cap. 

3042 

Hydrodiuril 

50  mg. 

1 

30  tab. 

5225 

Isuprel 

1-200 

6 

140  cc. 

7041 

Isuprel  Mistometer 

- 

6 

105  cc. 

3598 

Kaon 

- 

7 

192  oz. 

3372 

Maalox 

- 

10 

408  oz. 

3484 

Mercuhydrin 

- 

2 

20  cc. 

3610 

Mylanta 

2 

156  oz. 

3896 

Neocortef 

17c 

6 

120  gm. 

3115 

Nembutal 

1-1/2  gr. 

7 

210  cap. 

4612 

Optihist 

3 

45  cc. 

3380 

Ritalin 

10  mg. 

2 

160  tab. 

3014 

Thorazine 

75  mg. 

9 

380  cap. 

3244 

Vasodilan 

10  mg. 

1 

100  tab. 

0155 

(Description  of  drug 
not  shown  on  Ohio 
welfare  drug  code 
listing) 

1 

0000 

(Drugs  for  which  a 
welfare  code  not 
shown  on  vendor 
payment  listings) 

7 

description  and  strength  of  drug  obtained  from  Ohio  welfare  drug 
code  listing  dated  November  2,  1966. 


Indicates  number  of  times  a  particular  drug  was  delivered;  in  many 
cases  quantity  of  the  drug  delivered  varied. 
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We  discussed  with  State  and  county  welfare  personnel  the  ad- 
ministration of,  and  the  controls  exercised  over,  the  procurement 
and  dispensing  of  drugs  to  AFA  recipients.     The  Pharmaceutical 
Consultant  of  SDPW,  advised  us  that  a  preaudit  of  vendors'  invoices 
submitted  to  the  SDPW  is  made.     For  the  most  part,  this  preaudit 
consists  of  determining  whether  the  price  billed  is  within  the  al- 
lowed limits  spelled  out  in  the  agreement  with  the  pharmacists, 
whether  the  quantities  appear  to  be  appropriate,  and  whether  the 
required  billing  form  has  been  properly  completed  in  all  respects. 

We  were  advised  that,  in  those  cases  where  there  appears  to  be 
a  defect  in  the  billing,  the  pharmacist  concerned  is  requested  to 
provide  the  additional  needed  information.     We  were  further  advised 
by  the  Pharmaceutical  Consultant  that,  if  considered  necessary,  he 
visits  the  particular  pharmacist  to  discuss  the  billings  and  as- 
certain the  propriety  of  the  claim. 

Correspondence  x^hich  we  reviewed  indicated  that  on  several  oc- 
casions claims  for  payment  to  one  pharmacy  (indicated  above  as 
No.  2)  had  been  questioned  by  the  SDPW  because  the  recipients  in- 
volved had  died  and  their  names  had  been  removed  from  the  welfare 
rolls  prior  to  the  date  on  which  the  drugs  were  reportedly  pro- 
vided. 

Also,  in  one  instance  where  an  unusual  number  of  drug  invoices 
had  been  submitted  to  the  SDPW  on  behalf  of  a  recipient  located  in 
a  certain  nursing  home,  we  were  advised  that  the  Pharmaceutical 
Consultant,  accompanied  by  a  registered  nurse  from  the  Department 
of  Fublic  Welfare,  made  a  visit  to  the  concerned  nursing  home  to 
examine  the  medication  records  for  two  AFA  recipients.     The  nurse 
advised  us  that  they  found  that  the  medical  records  of  the  patients 
were  incomplete,  that  it  was  impossible  to  ascertain  from  the 
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records  maintained  which  drugs  had  been  administered  to  the  pa- 
tients, and  that  drugs  were  being  kept  in  bulk  containers  rather 
than  in  separate  containers  labeled  with  the  recipient's  name,  the 
identity  of  the  drug,  and  the  dosage  to  be  administered.     In  this 
regard,  the  Nursing  and  Rest  Home  Law  and  Regulations,  Ohio  Depart- 
ment of  Health,  provide  under  section  HE-17-17  that: 

11  (B)  Medicines  and  drugs  shall  be  given  only  to  the  in- 
dividual patient  or  resident  for  whom  they  are  pre- 
scribed, shall  be  given  in  accordance  with  the  di- 
rections on  the  prescription  or  the  physician's  or- 
ders, and  shall  be  recorded  on  the  patient's  or 
resident's  record. 

"(C)  Every  container  of  medicine  and  drugs  prescribed 
for  an  individual  person  shall  be  properly  and 
clearly  labeled  as  to  the  following: 

"(1)  Date. 

"(2)  Name  of  patient  or  resident. 
"(3)  Directions  for  use. 
"(4)  Name  of  physician. 

"(5)  Identity  of  the  drug  and  prescription  number, 
if  there  is  one." 

The  report  prepared  by  the  nurse  regarding  her  visit  to  the 
nursing  home  indicated  that,  for  one  recipient,  according  to  the 
claim  made  for  payment  as  evidenced  by  the  drug  invoices  submitted 
to  the  State,  prescriptions  for  20  different  drugs  had  been  filled; 
however,  the  report  stated  that  the  medication  records  were  kept  in 
many  places  and  that,  after  checking  the  various  sources  of  infor- 
mation, the  nurse  could  verify  that  only  8  of  these  drugs  were  be- 
ing administered  to  the  recipient.     For  the  other  recipient,  the 
nurse  stated  that  prescriptions  for  15  different  drugs  had  been 
filled,  whereas  she  could  verify  that  only  4  of  these  drugs  were 
being  administered. 
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In  reply  to  our  inquiry  as  to  what  action  the  State  planned  to 
take  with  respect  to  the  nursing  home  in  question,  we  were  advised 
by  the  Pharmaceutical  Consultant  that  the  consulting  pharmacist  for 
the  nursing  home  had  been  instructed  to  correct  the  deficiencies 
and  had  been  advised  that  payment  would  not  be  authorized  for  drug 
claims  made  for  AFA  recipients  residing  in  the  nursing  home  until 
such  time  as  the  situation  was  corrected.     The  Pharmaceutical  Con- 
sultant further  advised  us  that  he  planned  to  revisit  the  nursing 
home  in  February  1967  and  that,  if  at  that  time  the  proper  proce- 
dures for  the  handling  of  drugs  had  not  been  initiated,  both  the 
nursing  home,  which, according  to  his    statement,  has  a  terminal  dis- 
tributor's drug  license,  and  the  consulting  pharmacist  for  the 
nursing  home  would  be  reported  to  the  Ohio  Board  of  Pharmacy. 

The  Pharmaceutical  Consultant  informed  us  that  the  consulting 
pharmacist  for  the  nursing  home  is  the  proprietor  of  a  pharmacy  in 
Cleveland,  Ohio.     This  pharmacy,  having  received  payment  for  a  sub- 
stantial number  of  drugs,  was  one  of  those  selected  for  further  re- 
view and,   in  the  schedules  shown  on  page   51  of  this  report,  is  in- 
dicated as  pharmacy  No.  2. 

On  the  basis  of  the  results  of  our  review,  including  the  fact 
that  neither  the  State  nor  the  county  employs  adequate  review  pro- 
cedures to  provide  a  reasonable  degree  of  assurance  that  the  drugs 
for  which  bills  are  submitted  were  prescribed  by  an  authorized 
practitioner  and  actually  dispensed  for  the  use  of  eligible  recip- 
ients, we  believe  that  the  allegations  that  have  been  made  may  have 
some  validity.     The  large  number  of  bills  submitted  for  payment  by 
certain  of  the  pharmacies  compared  with  the  number  submitted  by 
most  pharmacies,  as  well  as  the  number  of  prescriptions  and  the 
variety  of  drugs  claimed  on  behalf  of  certain  recipients — in  some 
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cases  in  a  single  day — are  examples  of  a  situation  which,  in  our 
opinion,  warrants  further  investigation  to  ascertain  the  propriety 
of  the  claims  made  for  drugs  and  to  consider  the  actions  necessary 
to  establish  controls  and  procedures  to  help  ensure  that  abuses  of 
the  program  are  detected. 
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Pi.ge  1 


UtlCmieb  J£>{ct{e&  Generic 

SPECIAL  COMMITTEE  ON  AGING 

(PURSUANT  TO  t.  RES.  HI,  ffTH  COf*ORr9t) 

September  20,  1966 


B-114836 


The  Honorable  Elmer  B.  Staats 
Comptroller  General  of  the 

United  States 
Washington,  D.  C. 

Dear  Mr.  Comptroller  General: 

The  Subcommittee  on  Long  Term  Care  is  in  the  process  of 
making  a  comprehensive  study  of  the  conditions  and  problems  in 
the  Nation's  nursing  homes,  reviewing  the  operations  of  Federal 
and  State  programs  in  this  field,  and  reappraising  the  role  of 
the  Federal  Government  in  assisting  in  the  development  of  appro- 
priate and  high-quality  services  for  the  long-terra  patient. 

In  connection  with  its  study,  the  Subcommittee  was  recently 
furnished  copies  of  a  confidential  report  concerning  nursing  home 
operations  and  related  activities  in  the  Cleveland,  Ohio  area,  one 
copy  of  which  was  furnished  to  representatives  of  your  office  for 
consideration.     Based  on  subsequent  discussions  between  the  Sub- 
committee staff  and  your  representatives  concerning  the  information 
contained  in  the  report,  I  believe  that  it  would  be  very  helpful 
to  the  Subcommittee  for  your  office  to  undertake  a  preliminary 
inquiry  into  certain  aspects  of  the  operation  in  the  Cleveland 
area  of  public  assistance  programs  which  are  assisted  under  the 
various  titles  of  the  Social  Security  Act,  with  a  view  to  providing 
information  which  would  be  useful  in  determining  whether  a  more 
comprehensive  inquiry  would  be  desirable. 

Accordingly,  I  would  appreciate  your  office  making  a  review 
of  the  policies  and  procedures  of  the  Federal,  State  of  Ohio,  and 
county  agencies  which  are  pertinent  to  the  activities  discussed  in 
the  confidential  report  and  of  such  information  as  may  be  contained 
in  Federal,  State,  and  county  records  as  would  be  useful  in  assessing 
the  desirability  of  undertaking  a  thorough  investigation  into  such 
activities. 
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Staats,  The  Honorable  Elmer  B.  September  20,  1966 


Because  of  the  lack  of  adequate  information  at  this  time, 
I  would  suggest  that  the  precise  scope  of  the  review  be  defined 
through  discussions  between  your  representatives  and  Mr.  Frank  C. 
Frantz,  Staff  Director  of  the  Subcommittee,  with  such  adjustments 
from  time  to  time  as  might  be  indicated  by  information  forthcoming 
from  the  review. 


Sincerely, 


J  Frank  E.  Moss 
Chairman 
Subcommittee  on 
Long-Term  Care 


U.S.  OAO.  Wash.,  O.C. 
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The  Chairman.  Without  objection,  the  committee  will  adjourn 
until  10  o'clock  in  the  morning. 

(Whereupon,  at  12 : 42  p.m.,  the  committee  adjourned  until  10  a.m., 
Friday,  March  10, 1967.) 


PRESIDENT'S  PROPOSALS  FOR  REVISION  IN  THE 
SOCIAL  SECURITY  SYSTEM 


FRIDAY,  MARCH  10,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.G. 
The  committee  met,  pursuant  to  notice,  at  10.  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witness  this  morning  is  Mr.  Siegfried,  vice  president  of 
the  Health  Insurance  Association  of  America. 

Mr.  Siegfried,  for  purposes  of  our  record  we  would  like  you  to 
identify  yourself  please,  sir,  by  giving  us  your  name,  address,  and 
capacity  in  which  you  appear. 

STATEMENT  OF  CHARLES  A.  SIEGFRIED,  VICE  PRESIDENT, 
HEALTH  INSURANCE  ASSOCIATION  OF  AMERICA 

Mr.  Siegfried.  Mr.  Chairman,  I  have  a  statement  that  I  would  like 
to  submit  for  the  record,  but  it  would  save  time,  I  think,  if  it  would 
be  agreeable  with  you  if  I  just  undertook  to  summarize  parts  of  it. 

The  Chairman.  All  right,  just  as  you  wish.  Your  entire  state- 
ment will  be  made  a  part  of  the  record,  Mr.  Siegfried. 

(The  statement  referred  to  follows:) 

Statement  of  Charles  A.  Siegfried,  Vice  President,  Health  Insurance 

Association  of  America 

My  name  is  Charles  A.  Siegfried.  I  am  President  of  the  Metropolitan  Life 
Insurance  Company  and  Vice  President  of  the  Health  Insurance  Association 
of  America.  I  appear  before  you  today  on  behalf  of  the  Health  Insurance  As- 
sociation of  America,  which  has  a  membership  of  330  companies  which  write 
approximately  80%  of  the  health  insurance  written  by  insurance  companies. 

The  Association  for  which  I  speak  was  opposed  to  the  enactment  of  Title  XVIII 
legislation.  We  felt  that  a  combination  of  private  voluntary  health  insurance 
together  with  public  programs  for  those  of  the  aged  needing  assistance,  was  in 
the  national  interest.  The  Congress  thought  otherwise  and  Public  Law  89-97 
was  enacted. 

However,  once  this  legislation  became  law,  the  insurance  business  undertook 
to  contribute  the  knowledge  gained  from  long  experience  in  providing  a  means 
for  financing  health  care  and  to  make  available  their  facilities  in  an  atmosphere 
of  cooperative  endeavor  to  the  end  that  this  program  would  function  as  smoothly 
as  possible. 

The  health  insurance  business,  through  the  Health  Insurance  Association  of 
America,  volunteered  its  services  to  the  Social  Security  Administration  (SSA) 
in  planning  for  the  administration  of  the  Health  Insurance  (HI)  and  Supple- 
mentary Medical  Insurance  (SMI)  benefits.    Five  insurance  companies  were 
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named  as  fiscal  intermediaries  for  the  HI  program.  Fifteen  companies  were 
selected  to  act  as  carriers  under  the  SMI  program.  These  companies  operate 
under  actual-cost  contracts  with  no  provision  for  any  payment  for  other  than 
demonstrable  expenses.  In  addition,  insurance  companies  actively  urged  persons 
over  age  65  to  enroll  under  the  SMI  program. 

As  might  be  expected,  with  such  vast  programs,  there  continue  to  be  areas  in 
the  field  of  administration  that  remain  to  be  perfected.  H.R.  5710  contains  cer- 
tain provisions  aimed  at  improving  the  administrative  procedures.  These  mat- 
ters have  been  discussed  earlier  before  your  Committee  by  Mr.  Daniel  Pettengill. 
We  endorse  all  the  recommendations  he  made. 

The  impact  of  the  Title  XVIII  legislation  on  private  health  insurance  required 
a  painstaking  and  costly  readjustment  of  coverages  so  that  private  insurance 
protection  would  not  unduly  overlap  the  Title  XVIII  benefits.  Most  group  insur- 
ance contracts,  a  large  proportion  of  which  are  influenced  by  the  processes  of 
collective  bargaining,  had  to  be  reconsidered  on  a  case  by  case  basis.  Employed 
persons  over  age  65,  and  eligible  for  Medicare  benefits,  required  special  considera- 
tion. Continued  protection  of  a  younger  spouse  or  other  beneficiary  of  a  wage 
earner  or  retiree  eligible  for  Medicare  benefits  had  to  be  assured.  Essentially 
similar  adjustments  had  to  be  made  in  the  large  number  of  individual  policies 
outstanding.  In  a  word,  the  entire  business  had  to  be  adjusted  so  that  it  was 
brought  into  proper  relationship  to  the  Title  XVIII  program.  This  process  of 
adjustment  is  still  in  progress. 

Many  insurance  companies  have  developed  and  offer  coverages  for  persons  65 
and  over  to  supplement  the  Title  XVIII  benefits.  These  take  a  variety  of  forms, 
reflecting  the  varying  wishes  of  older  persons  for  additional  protection.  It  is 
clear  that  there  is  a  public  desire,  and  therefore  a  market,  for  supplemental 
coverages. 

Proposed  amendments  to  title  XVIII 

Since  Title  XVIII  became  law,  a  variety  of  proposals  have  been  made  to  expand 
its  scope.  Two  of  these  have  been  included  in  H.R.  5710. 

The  first.  Section  127,  would  include  non-routine  foot  treatment,  whether 
provided  by  a  physician  (as  at  present)  or  by  a  qualified  podiatrist.  Such  treat- 
ment by  podiatrists  would  justifiably  be  limited  to  services  of  a  type  covered  if 
performed  by  a  physician.  The  cost  of  such  an  extension  of  the  program  should 
not  require  an  increase  in  the  SMI  premium.  We  would  not  oppose  this 
extension. 

Section  125  of  H.R.  5710  would  extend  HI  and  SMI  benefits  to  include  disabled 
beneficiaries  of  the  DI  program  and  the  railroad  retirement  system,  and  certain 
other  disabled  persons.  This  would  add  some  1.5  million  immediate  beneficiaries 
to  the  Medicare  program  (1.2  million  disabled  workers,  200,000  adult  persons 
receiving  disabled  children's  benefits,  and  100.000  disabled  widows).  All  are 
under  age  65. 

We  respectfully  suggest  that  this  proposal  is  one  which  requires  considerable 
study  for  the  following  reasons : 

1.  We  need  to  try  to  learn  more  about  disabled  persons  under  consideration 
in  this  proposal  with  respect  to  their  resources  and,  particularly,  their  health 
care  needs.  The  most  comprehensive  date  with  respect  to  the  disabled  are  con- 
tained, so  far  as  we  know,  in  two  documents.  One  is  a  study  by  the  Social 
Security  Administration 1  based  on  a  1960  survey.  At  that  time  there  were  but 
500,000  DI  beneficiaries,  limited  to  ages  50  to  64,  although  the  survey  did  include 
workers  under  age  50  who  had  been  allowed  a  wage  freeze  under  the  OASDI 
program.  Subsequent  to  the  survey  the  DI  program  was  enlarged,  first  to  in- 
clude workers  under  age  50,  and  then,  commencing  in  1966,  to  liberalize  the 
definition  of  disability.  We  submit  that  the  findings  of  the  1960  survey  may  not 
be  representative  of  the  DI  beneficiary  today.  While  the  second  collection  of 
data  2  includes  three  years'  experience  with  respect  to  workers  at  all  ages,  it 
contains  no  information  with  respect  to  DI  beneficiaries  under  the  definition  of 
disability  effective  1966.  Again,  we  submit  that  the  findings  of  the  study  may 
not  be  indicative  of  the  situation  today. 

We  conclude  there  is  a  scarcity  of  current  data  necessary  to  evaluate  satis- 
factorily the  nature  of  the  need  for  this  extension  of  Medicare  coverage.  Prin- 


1  "The  Disabled  Worker  Under  UASDI,"  Research;  Report  No.  6,  October  1964. 

2  Social  Security  Administration,  "Insured  and  Disabled  Workers  Under  the  Social  Se- 
curity Disability  Program,"  Research  Report  No.  11,  1966. 
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cipally,  there  is  needed  information  on  the  income  supplements  which  these  dis- 
abled persons  may  have  beyond  the  DI  benefits  they  receive  and  more  specific 
knowledge  of  the  characteristics  of  their  health  care  needs. 

For  wage  earners,  income  replacement  may  take  several  forms.  For  some, 
particularly  after  they  have  reached  ages  45  or  50  and  have  satisfied  varying 
service  requirements,  there  are  disability  retirement  provisions  which  of  late 
have  become  increasingly  available  under  private  pension  plans.  (It  may  be 
noted  that  in  1963  more  than  4  out  of  5  DI  benefit  awards  each  year  are  made 
to  persons  over  age  45 :  54%  were  ages  55  to  65  and  28%  were  ages  45  to  54. )  3 
A  wage  earner  disabled  as  a  result  of  occupational  injury  or  sickness  would 
receive  workmen's  compensation  benefits.  Some  of  the  disabled  are  entitled  to 
V.A.  benefits.  Some  have  disability  protection  through  insurance  company 
coverages,  although  we  have  no  way  of  knowing  how  many  DI  beneficiaries  are 
receiving  such  insurance  benefits.  We  do  know  that  increasingly  larger  numbers 
of  workers  are  obtaining  coverages  that  provide  benefits  which  run  for  two  years 
or  longer.*  About  1  out  of  3  DI  beneficiaries  recover  in  less  than  two  years  and 
an  additional  2  out  of  5  recover  within  the  following  two  years.3  Among  self- 
employed  persons  some  level  of  income  may  be  continued  through  participation 
in  a  profession  or  business  ownership  or  through  private  disability  insurance. 

For  the  foregoing  reasons,  it  is  reasonable  to  expect  that  many  disabled  per- 
sons have  sources  of  income  in  addition  to  their  DI  benefits,  and  that  their 
income  status  could  differ  considerably  from  that  of  persons  age  65  and  over. 

Some  of  the  disabled  have  private  health  insurance  protection  against  at  least 
part  of  the  costs  of  medical  care.  Although  we  do  not  know  how  many  of  the  dis- 
abled have  such  coverage,  there  are  more  than  51  million  people,  including  19 
million  primary  insureds,  who  now  have  some  form  of  catastrophic  medical  ex- 
pense coverage  with  insurance  companies 6  which  in  most  cases  will  help  defray 
some  of  the  medical  care  costs  even  when  disability  has  continued  for  six  months 
or  more.  These  coverages  include  benefits  for  a  broad  spectrum  of  medical  care, 
including  prescribed  drugs  and  nursing.  We  wish  to  make  it  clear  we  do  not  as- 
sent that  current  insurance  plans  go  as  far  as  might  be  desirable,  but  the  basic 
mechanism  is  there  and  progress  is  being  made  in  what  we  think  is  the  right  direc- 
tion. We  believe  this  to  be  the  desirable  method  of  dealing  with  basic  insurance 
needs. 

As  the  Committee  has  heard  earlier  this  week,  the  medical  care  needs  of  dis- 
abled persons  under  age  65  are  different  from  those  of  the  older  population.  DI 
beneficiaries,  having  been  disabled  at  least  six  months,  have  relatively  less  need 
for  the  kind  of  hospital  care  provided  under  Title  XVIII.  The  SSA  indicates 
that  among  DI  beneficiaries  35%  have  a  mental  or  nervous  disorder,  and  an  addi- 
tional 22%  have  a  circulatory  condition.8  These  conditions  often  have  a  greater 
need  for  long-term  care  of  various  types  than  for  short-stay  hospitalization. 

2.  There  is  no  doubt  that  some  of  the  disabled  are  in  need  of  assistance  in  meet- 
ing their  medical  bills.  Some  will  never  recover;  others,  while  disabled,  have 
incomes  below  the  average  for  the  employed  population.  Congress  has  already 
made  provision  for  the  medical  care  expenses  of  many  of  these  persons.  Under 
the  Aid  to  the  Permanently  and  Totally  Disabled  program,  vendor  payments  for 
the  medical  care  of  the  indigent  disabled  age  18  and  over  increased  from  $3.5 
million  in  1951  to  $130  million  for  the  year  ending  June  1965.7  In  1966,  583,000 
persons  were  eligible  for  benefits  under  this  program.8  Congress  has  also  made 
available  funds  to  assist  the  States  in  establishing  and  maintaining  the  valuable 
vocational  rehabilitation  programs,  providing  not  only  vocational  guidance  and 
training,  but  also  medical  benefits  for  purposes  of  rehabilitation,  including  diag- 
nosis, treatment  and  surgery,  and  prosthetic  appliances. 

When  the  Title  XIX  program,  enacted  in  1965,  is  fully  implemented  by  the 
States,  it  will  provide  assistance  for  the  costs  of  medical  care  for  disabled  per- 
sons who  qualify. 

3.  There  is  an  anomaly  and  a  violation  of  insurance  principles  in  extending 
SMI  coverage  to  the  disabled.    Enrolling  persons  for  this  coverage  after  they 


3  Social  Security  Administration,  Research  ReDort  No.  11,  1966. 
-,w,?ealtn  Insurance  Institute,  "New  Group  Health  Insurance  Policies  Issued  in  1966," 
1966. 

tt  51?^aLth  Jns,H^nce  Council,  "The  Extent  of  Private  Health  Insurance  Coverage  in  the 
United  States,"  1966. 

6  Social  Security  Administration,  Research  Report  No.  11,  1966. 

7  ^P,ibilc  Assistance:  Vendor  Payments  for  Medical  Care  by  Type  of  Service,"  Depart- 
ment of  Health,  Education,  and  Welfare.  Jan.  3,  1966. 

8  Social  Security  Bulletin,  Februarv  1967. 


940 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


have  been  disabled  6  months  introduces  what  we  in  insurance  call  adverse  selec- 
tion. If  this  is  done  for  a  person  under  age  65,  would  not  persons  over  age  65 
be  led  to  believe  it  discriminates  against  them  ?  Would  they  not  believe  it  to  be 
consistent  for  them  to  start  paying  the  monthly  costs  only  when  they  had  become 
disabled?  The  SMI  program  is  essentially  voluntary  insurance,  designed  to 
provide  protection  against  unpredictable  future  hazards.  Permitting  a  person 
to  enroll  after  the  hazard  insured  against  has  occurred  would  remove  the  insur- 
ance principle  and  transform  the  program  into  one  having  the  characteristics  of  a 
welfare  mechanism.  Public  welfare  programs  already  exist  to  aid  disabled  indi- 
viduals who  need  medical  assistance.  Failure  to  maintain  jthe  distinction  be- 
tween the  objectives  and  principles  of  these  two  types  of  programs  would  confuse 
the  public  and  lead  to  doubt  that  sound  and  sensible  policies  are  being  pursued. 

4.  In  the  Social  Security  amendments  of  1965,  Titles  XVIII  and  XIX  were 
offered  and  accepted  as  complementary,  but  distinct,  programs.  Title  XVIII  was 
intended  as  a  solution  to  the  unique  problem  presented  by  the  population  over 
age  65 ;  Title  XIX  was  designed  for  the  medically  needy  of  all  ages.  For  the  pop- 
ulation under  age  65,  voluntary  insurance  and  other  private  resources  were 
regarded  as  the  primary  means  of  financing  health  care,  supplemented  where 
necessary  by  Title  XIX.  The  proposal  under  question  would  depart  from  that 
principle.  Moreover,  it  would  tend  to  weaken  private  responsibility  in  dealing 
with  medical  care  costs.  It  would  create  concern  as  to  further  extension  of 
government  coverage  and  undermine  the  initiative  and  experimentation  which 
have  marked  the  field  of  private  health  insurance  and  have  contributed  to  its 
growth  and  development.  The  result  could  be  to  impede  the  expansion  of  vol- 
untary plans  and  shift  an  increasing  burden  to  tax-supported  programs. 

5.  Although  highly  commendable  work  has  been  done  to  launch  Medicare, 
and  many  fine  accomplishments  can  be  recorded,  it  would  appear  that  there  are 
still  many  problems  to  be  worked  out  before  its  administration  can  be  regarded 
as  satisfactory.  Moreover,  while  the  experience  is  still  limited,  there  are  indica- 
tions that  costs  of  the  program  may  be  higher  than  anticipated.  Under  these 
circumstances,  it  seems  questionable  whether  this  is  the  time  to  add  new  prob- 
lems and  costly  expansions  to  the  program. 

In  summary,  we  believe  that  much  more  needs  to  be  known  through  careful 
study  of  the  disabled  and  their  medical  needs  before  a  decision  is  made  as  to 
what  further  government  action,  if  any,  is  needed  in  this  area. 

Proposed  amendments  to  title  XIX 

In  the  last  session  of  Congress,  concern  was  expressed  by  your  Committee  over 
the  fact  that,  in  the  implementation  of  Title  XIX,  "a  few"  of  the  States  "go 
well  beyond  what  your  Committee  believes  to  have  been  the  intent  of  the  Con- 
gress." 9  The  report  of  your  Committee  went  on  to  istate  that :  "It  neither  ex- 
pected nor  intended  that  such  care  would  supplant  health  insurance  presently 
carried  or  presently  provided  under  collective  bergaining  agreements  for  indi- 
viduals and  families  in  or  close  to  an  average  income  range" ;  and  that  it  "never 
intended  that  federal  matching  under  Title  XIX  would  be  made  in  the  case 
of  a  considerable  portion  of  the  adult  working  population  of  moderate  income." 
Your  Committee  thereupon  cautioned  "the  States  to  avoid  unrealistic  levels 
of  income  and  resources  for  Title  XIX  eligibility  purposes." 

At  that  time,  the  Chief  Actuary  of  the  Social  Security  Administration,  Robert 
J.  Myers,  in  a  memorandum  on  this  subject  dated  October  6,  1966  in  which  he 
referred  to  proposals  under  consideration  by  your  Committee  to  modify  Title 
XIX,  estimated  that  reductions  in  federal  costs  would  be  relatively  small,  but 
stated  that  "these  proposals  will  well  serve  as  a  brake  on  undue  expansion  of 
the  program  in  the  future."  The  Chief  Actuary  went  on  to  say  that  "it  seems 
quite  likely  that  under  'mature'  conditions,  with  full  utilization  of  the  provisions 
by  those  eligible  to  do  so,  and  with  expansion  of  the  provisions  of  many  of  the 
State  plans  *  *  *  the  Federal  cost  for  Title  XIX  as  it  now  exists  would  be  as 
much  as  $3  billion  per  year  (or  even  more)."  He  went  on  to  note  that  his 
estimates  were  "based  on  today's  population  and  on  today's  medical  costs.  The 
likely  increases  in  the  future  in  both  of  these  factors  would  mean  a  further 
and  substantial  increase  in  the  cost  estimates."  8 

We  concur  in  principle  with  the  concerns  expressed  both  by  your  Committee 
and  the  Chief  Actuary. 


8  "Limitations  on  Federal  Participation  Under  Title  XIX  of  the  Social  Security  Act," 
Report,  Mr.  Mills  from  the  Committee  on  Ways  and  Means,  October  11,  1966.  ' 
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The  policy  of  the  Health  Insurance  Association  of  America  is  that  of  support- 
ing programs  of  appropriate  governmental  assistance  in  providing  health  care 
protection  for  those  who  lack  resources  to  obtain  private  health  insurance.  A 
copy  of  that  Statement  of  Policy  is  attached  hereto.  It  is,  furthermore,  the  posi- 
tion of  that  Association  that  "some  limits  on  federal  costs  with  respect  to  Title 
XIX  programs  appear  desirable,"  as  do  "federal  standards  which  provide  a  ceil- 
ing on  federal  expenses  under  such  a  plan,  provided  such  ceiling  does  not  prescribe 
the  state's  standard  of  eligibility."  One  approach  which  has  appeared  to  be 
promising  would  be  to  require  that  the  Title  XIX  standards  for  federal  assistance 
bear  a  reasonable  relation  to  the  eligibility  standards  for  cash  benefits  under 
public  assistance  programs  for  which  federal  funds  are  made  available. 

Section  220  of  H.R.  5710  proposes  to  amend  Section  1903  of  the  Social  Security 
Act  so  that  federal  participation  in  medical  assistance  payments  would  not  be 
available  in  payments  of  medical  assistance  to  individuals  and  families  whose 
income  exceeds  by  more  than  50%  the  highest  income  standards  used  by  the  State 
in  determining  eligibility  under  the  cash  assistance  program. 

Section  203  of  H.R.  5710,  however,  would  require  that  a  State's  standards  with 
respect  to  income  used  in  determining  eligibility  under  all  cash  assistance  pro- 
grams shall  be  no  less  than  two-thirds  of  the  standard  used  for  medical  assistance. 

These  two  sections  must  be  considered  jointly.  In  tandem,  they  would  appear 
to  allow  the  States  sufficient  flexibility  to  develop  assistance  programs  that  meet 
the  needs  of  their  indigent,  and  also  encourage  the  States  to  maintain  a  realistic 
balance  between  the  cash  assistance  and  medical  assistance  programs.  These 
amendments  would  seem  to  contain  federal  financial  participation  in  Title  XIX 
programs. 

We  have  not  had  time  to  analyze  the  interaction  of  Section  203  and  Section  220 
as  they  relate  to  the  principles  enunciated  by  your  Committee,  mentioned  pre- 
viously ;  and  while  we  support  these  principles,  we  believe  the  amendments  re- 
quire further  study  to  ascertain  the  effects  that  might  be  experienced. 

Conclusion 

Mr.  Chairman,  on  behalf  of  the  Association  for  which  I  speak  I  wish  to  express 
my  appreciation  for  this  opportunity  to  appear  before  your  Committee  and  to 
present  to  you  our  views.  These  views  stem  from  the  long  experience  of  our 
member  companies  in  providing  a  risk  spreading  means  for  financing  medical  care, 
as  well  as  from  our  sincere  appreciation  as  individuals  of  both  the  personal  and 
social  complexities  which  surround  the  economics  of  medical  care. 


Statement  of  Policy  With  Respect  to  Medical  Expense  Insurance 

The  Health  Insurance  Association  of  America  recognizes  the  social  respon- 
sibility of  private  health  insurers  to  provide  adequate  health  insurance  to  all 
of  the  people  of  the  United  States  who  can  be  reached  through  private  insurance 
institutions  operating  in  a  free  competitive  environment. 

Substantially  all  persons  age  65  and  older  are  now  provided  with  basic  health 
care  expense  protection  through  government  programs.  Title  XIX  of  the  Social 
Security  Act  will  serve  to  supplement  the  basic  program  of  Title  XVIII  (Medi- 
care) for  those  older  persons  who  qualify  for  additional  assistance.  Private 
health  insurers  play  an  important  role  for  those  age  65  and  older  as  fiscal  or 
administrative  intermediaries  in  implementing  the  government  programs  and 
as  the  underwriters  of  private  voluntary  plans  that  supplement  the  government 
programs. 

For  persons  under  age  65,  private  health  insurers  will  continue  to  take  the 
primary  responsibility  for  providing  adequate  insurance  against  the  costs  of 
health  care.  The  Health  Insurance  Association  of  America  supports  the  prin- 
ciple that  health  insurance  should  be  provided  through  private  means  to  the 
greatest  extent  possible.  The  Association  recognizes  the  vital  and  immediate 
need  for  intensified  efforts  to  extend  private  insurance  protection  to  those  still 
uninsured  or  underinsured  against  the  costs  of  health  care.  The  competitive 
nature  of  voluntary  private  health  insurance  assures  further  progress  in  pro- 
viding broad  coverage  at  reasonable  cost. 

For  those  who  lack  resources  to  obtain  private  health  insurance,  the  Health 
Insurance  Association  of  America  supports  programs  of  appropriate  govern- 
mental assistance  in  providing  health  care  protection.    To  the  greatest  extent 
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feasible,  such  programs  should  be  designed  so  as  not  to  discourage  the  use  of 
private  health  insurance,  thus  reducing  the  need  for  expenditure  of  public  funds. 
Insurance  companies  stand  ready  to  make  their  knowledge  and  experience  avail- 
able to  assist  in  the  development  of  such  programs. 

Adequate  health  care  should  be  available  to  everyone.  To  this  end,  the  Health 
Insurance  Association  of  America  supports  coordinate  community  planning  for 
health  care  facilities  and  related  activities  to  assure  their  availability  and  effec- 
tive utilization.  It  also  supports  the  principle  of  adequate  financing  of  these 
facilities  in  a  manner  which  will  preclude  the  subsidy  of  one  patient  by  another, 
and  which  will  avoid  deterioration  in  quality  of  care  due  to-lack  of  funds. 

Tax  legislation  should  not  discriminate  between  governmental  and  private 
insurers,  between  insurance  companies  and  hospital  or  medical  service  organiza- 
tions and  organizations  providing  prepayment  plans,  or  between  insured  and 
noninsured  plans. 

It  is  with  full  realization  of  the  need  for  voluntary  cooperative  action  that 
the  private  health  insurers  call  upon  all  organizations  interested  in  the  public 
welfare  to  join  in  this  effort  to  provide  adequate  protection  to  all  against  the 
costs  of  health  care.  This  has  been,  and  will  continue  to  be,  the  aim  of  the 
Health  Insurance  Association  of  America. 

(Approved  by  the  Board  of  Directors  of  the  Health  Insurance  Association  of 
America  September  7,  1966,  and  by  the  membership  of  the  Association  in  special 
session  September  8,  1966,  as  a  restatement  of  the  policy  of  the  Association 
adopted  at  its  Annual  Meeting,  May  3, 1959. ) 

Mr.  Siegfried.  My  name  is  Charles  A.  Siegfried.  I  am  the  presi- 
dent of  the  Metropolitan  Life  Insurance  Co.  and  vice  president  of  the 
Health  Insurance  Association  of  America,  and  I  appear  before  you 
today  on  behalf  of  the  Health  Insurance  Association  of  America, 
which  has  a  mebership  of  330  companies  which  write  approximately 
80  percent  of  the  health  insurance  written  by  insurance  companies. 

Fifteen  of  our  member  companies  are  participating  in  the  admin- 
istration of  the  medicare  program,  five  of  them  as  fiscal  intermediaries 
for  the  health  insurance  program  and  15  were  selected  as  carriers 
under  the  supplementary  medical  insurance  program. 

As  might  be  expected  with  a  program  as  vast  as  this  one,  certain 
administrative  questions  remain  to  be  perfected.  We  endorse  the 
recommendations  that  were  made  by  Mr.  Pettengill  in  his  testimony 
earlier  this  week.  The  impact  of  title  XIX  on  private  health  in- 
surance has  required  a  very  painful  and  costly  adjustment  of  many 
outstanding  plans.  Many  adjustments  have  had  to  be  made  and  this 
process  of  adjustment  is  still  continuing. 

In  the  course  of  making  these  adjustments  many  companies  have 
made  supplementary  coverage  available  and  there  are  indications  that 
there  is  a  substantial  market  for  supplemental  coverage. 

Since  title  XVIII  became  law  a  variety  of  proposals  have  been  made 
to  expand  the  scope  of  the  program.  Two  of  these  have  been  included 
in  H.R.  5710.  The  first  deals  with  nonroutine  foot  treatment,  whether 
provided  by  a  physician  or  a  qualified  podiatrist.  Such  treatments  by 
podiatrists  would  justifiably  be  limited  to  a  type  covered  by  a  physician 
and  we  wouldn't  be  opposed  to  this  extension. 

The  other  change  that  is  incorporated  in  H.R.  5710  involves  the 
extension  of  both  programs  to  the  disabled  and  this  is  a  subject  that 
we  think  should  be  studied  further. 

In  my  statement  I  draw  attention  to  the  fact  that  we  should  have 
much  more  information  than  we  now  have  as  to  the  resources  of  the 
disabled  and  their  medical  needs,  but  our  principal  concern  relates  to 
the  newness  of  the  medicare  program.    It  hasn't  been  in  operation 
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very  long.  We  have  already  noted  that,  while  some  very  good  work 
has  been  done  to  launch  it,  improvements  need  to  be  made  and  the 
answers  have  not  as  yet  been  found,  and  probably  even  more  important 
than  that  is  the  fact  that  the  cost  picture  is  very  uncertain  and  there 
are  indications  that  the  cost  of  this  program  may  be  higher  than 
originally  anticipated. 

This  leads  us  to  believe  that  we  should  proceed  slowly  and  study 
the  matter  much  more  carefully  before  extending  the  program  with 
these  uncertain  costs  and  these  administrative  problems  to  the  disabled 
group. 

In  addition  to  that  consideration  there  is  some  doubt  in  the  minds 
of  some  people  as  to  whether  the  benefits  that  have  been  made  avail- 
able to  the  people  over  65  are  necessarily  the  type  of  benefits  that  are 
appropriate  for  people  under  65. 

Then  there  is  a  bit  of  an  anomaly  and  a  violation  of  insurance 
principles  in  the  provision  to  extend  the  supplementary  coverage  to 
the  disabled  person  at  the  time  he  is  about  to  get  benefits.  He  starts 
to  make  contributions  or  pay  premiums,  whichever  way  you  want  to 
regard  it,  at  the  time  that  he  is  about  to  collect  benefits,  and  this  is 
highly  unusual  in  an  insurance  arrangement.  Then,  too,  we  think  the 
provisions  of  title  XIX  bear  on  this  matter  and  there  are  many  uncer- 
tainties with  regard  to  this  program,  which  is  a  new  one,  also. 

Then,  as  you  well  know,  there  have  been  many  proposals  for  extend- 
ing the  benefits  under  the  medicare  program  and  so  we  don't  really 
know  what  is  encompassed  when  proposals  are  made  to  extend  it  to 
the  disabled,  and  so  for  all  these  reasons  we  think  it  would  be  desirable 
to  study  the  matter  much  more  extensively  than  time  has  permitted 
up  to  this  point  and,  as  I  indicated,  particularly  because  of  uncertain- 
ties in  the  administrative  area  and  particularly  because  of  uncertainties 
as  to  the  cost  of  the  present  programs. 

That  takes  me  to  the  proposals  to  amend  title  XIX  and  I  think  it 
probably  will  be  helpful  if  I  refer  to  my  testimony  because  I  quote 
from  statements  from  the  report  of  your  committee'  last  year. 

In  the  last  session  of  Congress  concern  was  expressed  by  your  com- 
mittee over  the  fact  that,  in  the  implementation  of  title  XIX,  "a  few" 
of  the  States  "go  well  beyond  what  your  committee  believes  to  have 
been  the  intent  of  the  Congress." 

The  report  of  your  committee  went  on  to  state  that  :  "It  neither 
expected  nor  intended  that  such  care  would  supplant  health  insurance 
presently  carried  or  presently  provided  under  collective  bargaining 
agreements  for  individuals  and  families  in  or  close  to  an  average 
income  range"  and  that  it  "never  intended  that  Federal  matching 
under  title  XIX  would  be  made  in  the  case  of  a  considerable  portion 
of  the  adult  working  population  of  moderate  income." 

Your  committee  thereupon  cautioned  "the  States  to  avoid  unrealistic 
levels  of  income  and  resources  for  title  XIX  eligibility  purposes." 

At  that  time,  the  Chief  Actuary  of  the  Social  Security  Administra- 
tion, Robert  J.  Myers,  in  a  memorandum  on  this  subject  dated  Octo- 
ber 6,  1966,  in  which  he  referred  to  proposals  under  consideration  by 
your  committee  to  modify  title  XIX,  estimated  that  reductions  in 
Federal  costs  would  be  relatively  small,  but  stated  that  "these  proposals 
will  well  serve  as  a  brake  on  undue  expansion  of  the  program  m  the 
future." 
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The  Chief  Actuary  went  on  to  say  that  "it  seems  quite  likely  that 
under  'mature'  conditions,  with  full  utilization  of  the  provisions  by 
those  eligible  to  do  so,  and  with  expansion  of  the  provisions  of  many 
of  the  State  plans  *  *  *  the  Federal  cost  for  title  XIX  as  it  now  exists 
would  be  as  much  as  $3  billion  per  year  (or  even  more)." 

He  went  on  to  note  that  his  estimates  were  "based  on  today's  popula- 
tion and  on  today's  medical  costs.  The  likely  increases  in  the  future  in 
both  of  these  factors  would  mean  a  further  and  substantial  increase 
in  the  cost  estimates." 

We  concur  in  principle  with  the  concerns  expressed  both  by  your 
committee  and  the  Chief  Actuary. 

The  policy  of  the  Health  Insurance  Association  of  America  is  that 
of  supporting  programs  of  appropriate  governmental  assistance  in 
providing  health  care  protection  for  those  who  lack  resources  to 
obtain  private  health  insurance. 

A  copy  of  that  statement  of  policy  is  attached  to  my  statement. 
It  is,  furthermore,  the  position  of  that  association  that  "some  limits 
on  Federal  costs  with  respect  to  title  XIX  programs  appear  desirable" 
as  do  "Federal  standards  which  provide  a  ceiling  on  Federal  expenses 
under  such  a  plan,  provided  such  ceiling  does  not  prescribe  the  State's 
standard  of  eligibility." 

One  approach  which  has  appeared  to  be  promising  would  be  to 
require  that  the  title  XIX  standards  for  Federal  assistance  bear  a 
reasonable  relation  to  the  eligibility  standards  for  cash  benefits  under 
public  assistance  programs  for  which  Federal  funds  are  made  avail- 
able. 

Section  220  of  H.E.  5710  proposes  to  amend  section  1903  of  the 
Social  Security  Act  so  that  Federal  participation  in  medical  assist- 
ance payments  would  not  be  available  in  payments  of  medical  assist- 
ance to  individuals  and  families  whose  income  exceeds  by  more  than 
50  percent  the  highest  income  standards  used  by  the  State  in  deter- 
mining eligibility  under  the  cash  assistance  program. 

Section  203  of  H.E.  5710,  however,  would  require  that  a  State's 
standards  with  respect  to  income  used  in  determining  eligibility  under 
all  cash  assistance  programs  shall  be  no  less  than  two-thirds  of  the 
standard  used  for  medical  assistance. 

These  two  sections  must  be  considered  jointly.  In  tandem,  they 
would  appear  to  allow  the  States  sufficient  flexibility  to  develop  as- 
sistance programs  that  meet  the  needs  of  their  indigents,  and  also  en- 
courage the  States  to  maintain  a  realistic  balance  between  the  cash 
assistance  and  medical  assistance  programs.  These  amendments 
would  seem  to  contain  Federal  financial  participation  in  title  XIX 
programs. 

We  have  not  had  time  to  analyze  the  interaction  of  section  203  and 
section  220  as  they  relate  to  the  principles  enunciated  by  your  com- 
mittee, mentioned  previously ;  and  while  we  support  these  principles, 
we  believe  the  amendments  require  further  study  to  ascertain  the 
effects  that  might  be  experienced. 

Mr.  Chairman,  on  behalf  of  the  association  for  which  I  speak  I  wish 
to  express  my  appreciation  for  this  opportunity  to  appear  before  you. 

The  Chairman.  Mr.  Siegfried,  we  appreciate  your  coming  to  the 
committee  this  morning  and  giving  us  the  viewpoint  of  the  Health 
Insurance  Association  of  America. 
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Are  there  any  questions  of  Mr.  Siegfried  ?    Off  the  record. 
(There  was  discussion  off  the  record.) 

The  Chairman.  Thank  you,  sir.  We  appreciate  your  coming  to  the 
committee. 

Mr.  Siegfried.  Thank  you. 

(The  following  letter  was  received  by  the  committee :) 

Health  Insurance  Association  of  America, 

Washington,  D.C.,  March  23, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives, 

Washington,  B.C. 

Dear  Mr.  Mills  :  At  the  close  of  his  testimony  on  behalf  of  the  Health  Insur- 
ance Association  of  America,  presented  to  your  Committee  on  March  10,  you  sub- 
mitted to  Mr.  Charles  A.  Siegfried  a  series  of  questions  in  writing  requesting 
answers  thereto. 

The  questions  and  his  responses  are  as  follows : 

Question  1.  You  mention  that  our  most  comprehensive  studies  of  the  disabled 
health  care  needs  are  based  on  old  surveys  at  times  when  we  only  covered  workers 
age  50  to  64  (I960)  or  later  information  but  before  our  liberalization  of  the  defi- 
nition of  disability  in  1965.  Don't  we  have  another  unknown  quantity  in  this 
regard — the  bill  before  us  also  covers  disabled  widows  under  Medicare.  What 
do  we  know  of  their  health  needs? 

The  point  made  in  our  testimony  concerning  the  need  for  comprehensive,  up-to- 
date  information  on  the  income  levels  and  health  care  needs  of  disabled  workers 
is  equally  valid  with  respect  to  disabled  widows.  We  know  of  no  comprehen- 
sive, current  statistics  which  relate  solely  to  the  approximately  100,000  disabled 
widows  who  would  be  covered  by  Medicare  benefits  under  the  amendment's  con- 
tained in  H.R.  5710.  We  believe  that  the  disabled  require  substantially  more 
rehabilitative  services  and  related  care,  than  the  kinds  of  care  available  under 
Title  XVIII. 

Question  2.  While  we  are  talking  about  disability,  you  are  no  doubt  aware  of 
our  recent  difficulty  in  estimating  costs  and  the  fact  that  our  disability  fund  has 
an  actuarial  deficiency?  Under  the  Administration  bill,  the  disabled  widows' 
benefit  is  going  to  be  paid  out  of  the  old-age  and  survivors  insurance  fund.  In 
order  to  keep  track  of  costs,  would  it  not  be  wiser  to  put  all  the  benefits  which 
are  based  on  a  determination  of  disability  in  one  trust  fund? 

The  maintenance  of  separate  trust  funds  for  the  programs  of  Federal  Old-Age 
and  Survivors  Insurance,  Federal  Disability  Insurance,  Federal  Hospital  In- 
surance, and  Federal  Supplementary  Medical  Insurance  is  in  accord  with  sound 
actuarial  procedure  and  serves  a  most  useful  purpose.  It  enables  the  Congress, 
the  Social  Security  Administration,  and  others  concerned  with  the  several  pro- 
grams to  maintain  close  scrutiny  of  their  financial  status  and  progress. 

Under  the  Administration  bill  (H.R.  5710)  Section  105  (Widow's  Benefits  to 
Disabled  Widows  Under  Age  62)  is  so  drafted  that  it  amends  Section  202(e) 
of  the  Social  Security  Act.  As  you  have  pointed  out,  the  consequence  of  this 
action  is  to  require,  under  Section  201(h)  of  the  Social  Security  Act,  that 
benefit  payments  be  made  out  of  the  Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund  rather  than  out  of  the  Federal  Disability  Insurance  Trust  Fund. 

We  would  agree  that,  should  this  provision  be  enacted,  the  benefits  should  be 
paid  out  of  the  Federal  Disability  Insurance  Trust  Fund,  and  that  Section  105 
of  H.R.  5710  should  be  redrafted  to  require  this  action. 

Question  3.  Do  your  member  companies  have  any  experience  underwriting 
health  insurance  for  the  severely  disabled?  Do  you  have  any  information  on  the 
costs  of  covering  the  disabled? 

If  the  first  part  of  the  question  is  stated  "Do  you  underwrite  health  insurance 
that  will  cover  a  person  once  he  becomes  severely  disabled?,"  the  answer  is 
"yes." 

The  private  health  insurance  business  seeks  to  extend  adequate  health  insur- 
ance protection  to  all  persons  in  the  population  who  have  the  means  to  purchase 
the  coverage.  This  is  accomplished  through  group  insurance  as  well  as  through 
individual  policies  which  are  guaranteed  renewable.    By  the  end  of  1965,  more 
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than  83%  of  the  civilian  population  below  age  65  had  already  been  covered  by 
some  form  of  private  health  insurance.  More  than  51  million  of  such  persons 
had  obtained  catastrophic  or  major  medical  expense  insurance  through  insur- 
ance companies.  This  coverage  offers  benefits  that  are  limited  only  by  the 
aggregate  reimbursement  maximums,  which  typically  are  $10,000  or  more. 
Under  such  plans  the  disabled  person's  medical  expenses  may  be  paid  for  a 
long  period  of  time.  It  is  our  hope,  and  belief,  that  such  coverages  will  continue 
to  grow. 

Insurance  is  a  risk-spreading  mechanism  and,  therefore,  it  attempts  to  insure 
groups  or  individuals  subject  to  the  risk  of  a  hazard  which  may  occur  at  some 
unknown  future  time.  In  health  insurance,  the  purpose  is  to  provide  persons 
with  protection  against  the  costs  of  medical  care  which  may  be  incurred  when 
they  become  sick  or  disabled ;  it  does  not  generally  offer  protection  to  persons 
who  have  already  become  disabled. 

In  response  to  the  second  part  of  the  question,  an  indication  of  the  medical 
care  costs  of  totally  and  permanently  disabled  persons  may  be  gleaned  from 
the  experience  of  my  Company,  The  Metropolitan  Life  Insurance  Company. 
We  insure  our  employees  under  a  comprehensive  medical  expense  insurance 
plan  which  covers  them  even  after  they  have  become  totally  and  permanently 
disabled.  Our  studies  have  shown  that  the  annual  cost  of  this  coverage  per 
disabled  employee  has  been  about  250%  of  that  experienced  among  nondisabled 
or  temporarily  disabled  employees.  Moreover,  as  we  have  pointed  out  in  our 
testimony,  the  medical  care  needs  of  the  disabled  are  different  from  those  of  the 
older  population.  An  examination  of  our  data  showed  that  the  division  of  costs 
between  in-hospital  expenses  and  out-of-hospital  expenses  are  essentially  the 
same  for  the  active  employees  or  temporarily  disabled  and  those  of  the  retired 
persons.  Both  groups  incur  about  65%  of  their  expenses  for  in-hospital  care 
and  the  remaining  35%  for  out-of-hospital  medical  expense.  In  the  case  of 
the  severely  disabled  persons,  the  out-of-hospital  expenses  are  a  much  higher 
proportion  of  the  total  expense — froni  45%  to  50%. 

While  somewhat  different  in  nature,  there  are  data  on  disabled  persons  avail- 
able from  the  U.S.  Department  of  Defense.  We  refer  you  to  the  publication 
"Medical  Care  for  Retired  Military  Personnel  and  Their  Dependents,"  Office 
of  the  Assistant  Secretary  of  Defense  (Manpower),  June  1,  1964.  This  docu- 
ment contains  the  cost  experience  of  servicemen  who  were  retired  for  disability. 

Question  4.  You  state  that  we  ivould  be  injecting  adverse  selection  into  the 
supplementary  medical  insurance  program  {Part  B)  if  the  disabled  were  allowed 
to  elect  this  coverage.  Have  you  actuaries  computed  the  cost  effects  on  the 
program? 

Insurance  company  actuaries  estimate  that  the  inclusion  of  the  disabled  into 
the  supplementary  medical  insurance  program  (Part  B)  would  result  in  adverse 
selection  sufficient  to  produce  an  overall  average  cost  increase  of  approximately 
8%  to  10%,  during  the  first  year  of  the  program.  This  would  require  a  corre- 
sponding increase  in  the  $6  SMI  monthly  premium  of  both  the  disabled  and  the 
aged. 

The  importance  of  avoiding  adverse  selection  was  recognized  by  your  Com- 
mittee in  its  report  on  H.R.  6675,  May  29,  1965,  page  35.  when  it  discussed  lim- 
iting the  enrollment  and  reenrollment  under  the  SMI  program  as  being  "in 
order  to  reduce  the  possibility  of  people  enrolling  in  the  program  when  their 
health  deteriorates,  thus  increasing  costs  by  covering  people  during  periods  of  ill 
health  who  choose  not  to  be  covered  during  periods  of  good  health." 

Question  5.  Mr.  Siegfried,  you  refer  to  the  difficulties  which  the  health  insur- 
ance industry  had  in  adjusting  private  protection  to  Medicare.  What  difficulties 
would  you  face  in  adjusting  your  policies  if  the  disabled  were  given  this  pro- 
tection? 

The  difficulties  which  the  insurance  business  would  face  in  adjusting  cover- 
ages in  the  event  that  the  disabled  are  provided  with  Medicare  benefits  would 
be  similar  to  those  which  we  encountered  in  adjusting  our  business  when  Medi- 
care was  extended  to  persons  over  age  65. 

The  creation  of  a  special  class  of  insured  (disabled  Social  Security  benefi- 
ciaries) would  cause  considerable  difficulty  in  administering  claims  under  group 
policies.  No  longer  would  all  persons  within  a  group  under  age  65  be  eligible 
for  the  same  insured  benefits.  Special  rate  calculations  would  be  necessary, 
and  the  record-keeping  required  for  this  special  class  of  employees  would  gen- 
erally add  to  the  expenses  of  administration. 
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Problems  with  both  group  and  individual  insurance  would  be  compounded  by 
the  fact  that  the  disabled  population  would  not  be  as  constant  as  are  the  aged. 
It  is  our  understanding  that  the  proposal  in  H.R.  5710  would  provide  Medicare 
benefits  to  the  disabled  as  long  as  they  remained  in  that  status.  This  would 
require  an  adjustment  of  our  business  to  either  cancel  coverage,  carve  out  Medi- 
care benefits,  or  supplement  them  for  all  policyholders  in  the  event  that  they 
became  totally  and  permanently  disabled  after  six  months,  with  a  further  provi- 
sion (which  would  greatly  complicate  administration)  to  reinstate  such  benefits 
at  the  time  the  individual  returned  to  active  employment — or  otherwise  went  off 
the  rolls  of  the  federal  disability  insurance  program. 

Question  6.  As  you  know,  we  have  had  some  disquieting  testimony  as  to  fairly 
steep  increases  in  hospital  per  diem  costs.  But  what  about  the  other  major 
element  of  cost  estimates — hospital  utilization?  <  You  will  remember  that  we 
adopted  a  utilization  rate  which  closely  approximated  the  estimate  of  the  insur- 
ance industry  and  which  was  some  20%  higher  than  that  presented  by  the  De- 
partment of  HEW?  Do  you  have  any  recent  information  which  supports  our 
conservatism  in  this  area?   Or  should  we  have  been  more  conservative? 

We  are  of  the  opinion  that  it  is  too  early  for  an  ultimate  picture  of  utilization 
to  have  emerged.  Preliminary  data,  as  we  have  testified,  would  appear  to  indi- 
cate that  actual  utilization  will  exceed  predictions.  We  reach  this  conclusion 
on  the  basis  of  the  following  information : 

A.  According  to  the  Social  Security  Administration,  more  than  2.5  million 
aged  persons  received  hospital  care  paid  for  by  Medicare  during  the  first 
six  months  of  the  program.1  Projecting  these  data  to  an  annual  basis,  they 
represent  about  5  million  hospital  admissions  per  year.  With  an  eligible 
aged  population  of  about  18.9  million  persons,  this  would  represent  an 
annual  frequency  of  about  265  admissions  per  1,000  persons  per  year.  This 
frequency  would  not  only  be  considerably  higher  than  that  projected  in 
governmental  cost  estimates,  but  would  exceed  the  level  estimated  by  the 
insurance  business. 

B.  A  release  from  the  American  Hospital  Association  entitled  "American 
Hospital  Association  News,"  March  7,  1967,  indicates  that  the  average 
duration  of  stay  for  aged  persons  has  increased  from  11.2  days  in  July  to  12.0 
days  in  August  to  12.5  days  in  September  to  12.6  days  in  October  to  12.7  days 
in  November  to  13.3  days  in  December.  These  figures  compare  with  an 
average  hospital  .stay  for  aged  persons  prior  to  Medicare  of  12.6  days.2 

Question  7.  To  what  extent  has  private  commercial  insurance  insured  the  aged 
against  the  costs  of  the  deductibles  and  co-insurance  amounts  and  services  not 
covered  under  Medicare?  We  were  told  by  the  Chief  Actuary  that  if  private 
insurance  were  to  insure  the  deductibles  and  co-insurance  amounts  very  exten- 
sively the  costs  of  the  program  might  be  higher  because  an  economic  deterrent 
to  the  use  of  hospitals  would  disappear.  Do  you  agree  with  that  statement  and 
do  you  believe  that  we  will  have  higher  costs  because  of  this  effort? 

We  would  agree  with  the  Chief  Actuary  that  deductibles  and  coinsurance  serve 
as  economic  deterrents  to  the  use  of  hospitals  and  other  medical  care,  especially 
under  private,  voluntary  programs.  Under  a  compulsory  governmental  program, 
there  are  additional  safeguards  such  as  regulations  for  certification,  recertifica- 
tion,  and  utilization  review.  Thus,  there  is  an  opportunity  to  exercise  a  measure 
of  utilization  control  even  in  the  absence  of  financial  controls  such  as  deductibles 
and  coinsurance.  In  view  of  the  complex  interaction  of  all  these  measures  it  is 
impossible  to  estimate  their  separate  effects. 

Private  insurance  companies  have  provided  supplementary  coverage  to  Medi- 
care in  a  number  of  ways.  In  group  insurance,  coverages  are  tailored  to  policy- 
holders' demands  and,  consequently,  vary  widely.  Some  group  plans  provide 
benefits  to  the  aged,  except  for  those  items  covered  by  Medicare.  Other  plans 
preserve  the  deductible  and  coinsurance  amounts  contained  in  Medicare  by 
allowing  such  amounts  to  be  applied  against  the  deductibles  included  in  major 
medical  policies. 

There  is  also  a  wide  variety  of  policies  which  are  written  on  an  individual  basis 
to  supplement  Medicare.  We  are  enclosing,  for  your  information,  a  listing  of  70 
insurance  companies  which  make  available  100  different  types  of  insurance 


1  "1966  Year-End  Report :  Social  Security  and  Medicare,"  press  statement  by  Robert  M. 
Ball.  Commissioner  of  Social  Security,  December  29,  1966. 

2  "Hospital  Discharges  and  Length  of  Stay  :  Short-Stay  Hospitals,  United  States,  July 
1963-June  1964,"  Public  Health  Service,  Publication  No.  1000 — Series  10,  No.  30,  June  1966. 
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policies  to  individuals  65  and  over.  As  indicated  in  the  enclosed  material,  many 
of  the  plans  provide  cash  benefits  which  the  insured  may  use  as  he  sees  fit  to  pay 
the  various  expenses  incurred  in  case  of  illness. 

In  summary,  because  of  the  wide  variety  of  coverages  written,  it  would  be 
difficult  to  determine  the  extent  to  which  benefits  provided  in  these  policies  are 
used  by  policyholders  in  meeting  the  expenses  of  their  Medicare  deductible  and 
coinsurance.  It  is  also  impossible,  under  a  compulsory  plan,  to  measure  the 
separate  effects  of  deductibles  and  coinsurance,  and  we  are  therefore  unable  to 
predict  whether  there  will  be  higher  Medicare  costs  due  to  the  supplementary 
coverages  which  we  provide. 

Question  8.  You  state  on  page  9  "While  the  experienee  is  still  limited,  there  are 
indications  that  costs  of  the  programs  may  be  higher  than  anticipated''  What 
are  these  indications f 

The  principal  indications  are:  (1)  hospital  per  diem  costs  have  been  climbing 
sharply,  (2)  the  Social  Security  Administration  has  indicated  a  higher  rate  of 
hospital  claim  payments  than  might  have  been  expected,  and  (3)  the  average 
duration  of  stay  for  aged  persons  has  been  steadily  increasing  during  the  period 
commencing  July  1966. 

The  carrier  expenditures  are  exceeding  their  original  budget  estimates  for 
several  reasons  among  which  are : 

(1)  The  required  voluminous  paper  work  for  the  providers  entailed  in 
claiming  hospital  benefits  and  Part  B  benefits  for  services  of  hospital-based 
physicians ; 

(2)  The  elaborate  coding  of  information  required  to  be  reported  to  SSA 
in  connection  with  each  benefit  payment,  especially  under  Part  B  ;  and 

(3)  The  required  accumulation  and  analysis  of  complete  files  for  the  con- 
tinuous sample  of  o%  of  all  Part  B  claims  paid. 

This  could  well  indicate  that  SSA's  cost  for  administrative  expenses  could  also 
be  higher  than  anticipated. 

Question  9.  On  page  o,  you  refer  to  the  fact  that  private  disability  retirement 
plans  are  becomin-g  increasingly  available.  Do  these  plans  cover  health  costs? 
Will  most  commercial  health  insurance  companies  issue  a  policy  to  a  person  so 
disabled  as  to  be  on  the  social  security  disability  rolls?  When  they  do,  is  the 
premium  set  higher  than  for  the  non disabled?  Do  you  require  a  physical 
examination? 

The  statement  in  our  testimony  to  which  you  refer  relates  to  provisions  in 
private  pension  plans  which  provide  replacement  for  income  loss  due  to  disability 
retirement. 

This  type  of  benefit  is  designed  to  provide  an  employee  who  has  become  disabled 
(generally  in  the  sense  of  being  totally  and  permanently  disabled)  with  an 
income  which  reasonably  meets  the  needs  of  the  disabled  worker  and  his  family 
during  continuation  of  disability.  In  most  cases  if  disability  continues  until 
the  worker  reaches  retirement  age  (generally  age  65),  the  regular  retirement 
benefits  provided  in  the  pension  plan  provide  income  from  that  time  on.  Pro- 
vision for  reimbursement  for  the  expenses  of  medical  care  while  disabled  are 
made  through  other  mechanisms,  e.g.,  group  hospital  and  surgical,  or  major 
medical  insurance.  As  indicated  in  our  response  to  question  3,  major  medical 
policies  and  other  health  care  coverages  are  ordinarily  sold  to  groups  and 
individuals  in  active  employment,  or  in  good  health,  to  provide  protection  prior 
to  becoming  sick  or  disabled.  Companies  do  not  ordinarily  issue  policies  to 
persons  who  are  then  totally  and  permanently  disabled.  As  a  consequence,  the 
question  of  an  extra  premium  or  a  physical  examination  has  no  application. 

Question  10.  You  refer  on  page  8  of  your  testimony  to  the  need  to  allou: 
"initiative  and  experimentation"  in  private  health  insurance.  What  experi- 
mentation  have  you  carried  on  in  getting  these  severely  disabled  people 
protected? 

We  have  indicated  previously,  that  we  have  made  substantial  progress  in  our 
efforts  to  provide  health  insurance  that  will  be  both  comprehensive  in  coverage 
and  at  the  same  time  within  the  economic  means  of  the  majority  of  our  popula- 
tion. We  reiterate  that  our  purpose  is  to  provide  in  advance  for  these  mis- 
fortunes, by  making  coverage  available  to  those  who  are  active.  Through  this 
mechanism,  benefits  will  be  available  when  an  insured  person  becomes  disabled. 

We  have  mentioned  the  51  million  people  who  had  major  medical  expense 
insurance  at  the  end  of  1965.  Initially,  this  broad  coverage  insurance  was 
restricted  in  scope  of  benefits  and  provided  maximum  reimbursement  of  only 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


949 


$5,000  to  $10,000.  As  our  companies  gained  experience,  they  experimented  with 
extensions  of  coverage,  higher  benefit  limits,  removal  of  restrictions  and  exclu- 
sions, and  continuance  of  the  coverage  during  periods  of  long-term  disability. 
Today,  under  major  medical  expense  and  comprehensive  medical  expense  cover- 
age aggregate  reimbursement  limits  of  $40,000  are  not  unknown ;  $20,000  is  com- 
mon. It  is  important  to  note  that  this  type  of  policy  offers  such  out-of -hospital 
benefits  as  prescribed  drugs,  private  duty  nursing,  and  nursing  home  care — all  of 
which  are  likely  needs  of  the  disabled. 

Question  11.  If  studies  showed  that  the  disabled  are  even  worse  off  than  the 
aged  in  terms  of  the  income  and  extent  of  private  health  insurance  protection, 
would  your  association  then  be  in  favor  of  extending  Medicare  to  them? 

We  noted  in  our  testimony  that  there  is  no  doubt  that  some  of  the  disabled 
need  government  assistance.  In  the  absence  of  current,  comprehensive  data,  it 
is  our  belief  that  the  kind  and  extent  of  assistance  which  these  people  need 
would  not  be  best  served  by  the  benefits  contained  in  Medicare  (Title  XVIII). 
This  was  a  program  designed  specifically  for  persons  at  ages  65  and  over.  The 
benefits  are  oriented  toward  acute  hospitalization  and  related  services.  They 
do  not  provide  sufficient  rehabilitative  benefits  and  no  long  term,  custodial  type 
care  which  are  likely  to  be  required  by  persons  disabled  six  months  or  longer. 
We  believe  that  a  current  study  of  the  disabled  would  demonstrate  these  different 
needs.  To  the  extent  that  such  proves  to  be  the  case,  paricularly  in  situations 
involving  incomes  at  near  indigent  levels,  Title  XIX  would  provide  a  more 
satisfactory  solution  to  the  problem  than  would  Title  XVIII. 

If  there  is  any  further  information  which  you  or  your  Committee  desire  on 
this  subject,  we  will  attempt  to  supply  it. 
Sincerely, 

Robert  R.  Neal,  General  Manager. 
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The  preceding  report  does  not  indicate  the  many  group  health 
insurance  programs  covering  persons  over  65  who  were  formerly 
employed  and  now  retired.  Such  group  programs  provide  retirees 
with  supplemental  health  insurance  to  the  existing  Medicare  pro- 
gram. These  group  health  insurance  programs  usually  provide  bene- 
fits covering  the  catastrophic  or  prolonged  illness  or  accident  for  the 
retired  worker. 

This  report  also  does  not  cover  the  health  insurance  plans  held 
by  individuals  from  their  earlier  years,  who  have  retired  or  who 
are  about  to  retire.  Such  insured  persons,  holding  guaranteed  life- 
time protection,  can  elect  to  keep  their  health  insurance  programs 
intact  or,  many  times,  have  the  option  of  converting  their  policies 
into  a  complementary  form  to  the  Medicare  program. 
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The  Chairman.  Mr.  Ralph  S.  Haskins.  Members  of  the  committee, 
Mr.  Haskins  is  a  friend  of  mine  from  Little  Rock,  Ark.  He  is  em: 
ployed  by  the  Veterans'  Administration  in  one  of  our  very  fine  hospital 
facilities.  We  appreciate  very  much  having  Mr.  Haskins  with  us  as 
president  of  the  American  Medical  Technologists.  You  are  accom- 
panied, Mr.  Haskins  by  

STATEMENT  OF  RALPH  S.  HASKINS,  NATIONAL  PRESIDENT,  AMERI- 
CAN MEDICAL  TECHNOLOGISTS;  ACCOMPANIED  BY  WORTH 
YODER  AND  BILLY  DWIGrHT  PERRY 

Mr.  Haskins.  Mr.  Worth  Yoder,  AMT  general  counsel,  and  Mr. 
Billy  Dwight  Perry,  our  special  counsel. 

The  Chairman.  We  are  glad  to  have  you  gentlemen  with  us  and 
you  may  have  a  seat,  if  you  will,  Mr.  Haskins.  You  are  recognized, 
sir.  If  you  wish  to  omit  any  part  of  your  statement,  do  it  with  the 
knowledge  that  the  entire  statement  will  appear  in  the  record. 

Mr.  Haskins.  Thank  you,  Mr.  Chairman.  We  have  prepared  a 
statement  for  the  record  and  I  will  try  to  summarize  our  statement. 

I  am  national  president  of  American  Medical  Technologists,  an 
independent  registry  of  over  10,000  registrants.  Present  requirements 
for  registration  in  American  Medical  Technologists  includes  2  years 
of  formal  training,  consisting  of  at  least  1  year  at  an  approved  tech- 
nical school,  or  an  Armed  Forces  school,  and  at  least  6  months  of 
internship  in  a  clinical  laboratory  setting,  plus  an  examination.  That 
our  people  are  well  qualified  is  indicated  by  the  fact  that  they  work  as 
technologists  in  Veterans'  Administration  hospitals,  in  military  hos- 
pitals, including  Bethesda  Naval  Hospital  and  Walter  Reed  Army 
Hospital,  in  independent  laboratories,  research  laboratories,  and  other 
sites  throughout  the  country  that  conduct  medical  testing. 

It  is  not  my  purpose  this  morning  to  make  any  statement  against 
H.R.  5710,  but  rather  to  point  out  a  serious  deficiency  in  the  adminis- 
tration of  the  Medicare  Act  which  disqualifies  many  competent  tech- 
nologists, thus  aggravating  the  serious  shortage  of  qualified  laboratory 
personnel  that  presently  exists  in  this  country.  This  deficiency  results 
from  the  Secretary's  unreasonable,  unnecessary,  and  discriminatory 
regulations  implementing  the  Medicare  Act  which  govern  independent 
laboratories.  I  would  like  to  speak  to  you  today  about  these 
regulations. 

Actually,  there  are  two  sets  of  regulations  dealing  with  medical 
laboratories:  one  for  hospitals  and  another  for  independent  labora- 
tories. So  far  as  technologists  are  concerned,  the  hospital  regulations 
state  simply  that  there  must  be  a  sufficient  number  of  technologists  to 
perform  properly  and  proficiently  the  tests  that  are  requested.  There 
is  a  stated  preference  for  technologists  registered  with  the  ASCP, 
which  we  believe  is  unwarranted,  but  this  does  not  require  the  exclu- 
sion of  qualified  technologists  from  their  jobs.  These  regulations  set 
high  standards  for  laboratory  direct ors — they  must  be  either  a  physi- 
cian or  the  holder  of  a  doctorate  degree — and  they  make  the  selection 
of  qualified  lower  echelon  laboratory  personnel  the  responsibility  of 
that  director.    This  is  where  we  believe  that  responsibility  belongs. 

The  regulations  for  independent  laboratories,  on  the  other  hand,  set 
detailed  educational  and  training  standards  for  all  laboratory  person- 
nel. We  are  not  objecting  to  the  high  standards  these  regulations  set 
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for  directors,  but  we  do  strongly  object  to  the  unrealistic  and  repres- 
sive qualifications  which  technologists  must  meet  in  order  to  work  in 
the  independent  laboratories.  They  go  far  beyond  the  hospital  labora- 
tory regulations ;  and  if  allowed  to  stand  these  regulations  will  totally 
disqualify  thousands  of  competent  medical  technologists,  including 
those  registered  by  AMT,  who  under  the  other  regulations  are  fully 
qualified  to  work  as  technologists  in  hospital  laboratories.  I  might 
add  that  AMT's  registration  requirements  are  not  even  recognized  in 
the  regulations  as  a  training  program  for  technicians,  and  yet  the  Sec- 
retary does  recognize  programs  far  inferior  to  our  requirements. 

To  illustrate  the  effect  of  these  regulations  upon  AMT  registrants, 
as  well  as  upon  other  technologists  in  the  available  work  force,  I  would 
like  to  cite  two  examples. 

A  friend  of  mine,  and  an  AMT  registrant,  is  a  laboratory  supervisor 
in  a  State  hospital.  He  has  27  years  experience,  16  years  as  a  lab 
supervisor.  He  was  trained  in  both  the  vocational  and  in  the  Armed 
Forces  schools.  He  has  lectured  on  testing  procedures  at  a  famous 
State  college.  Yet,  under  the  Secretary's  regulations  he  can  only  work 
in  an  independent  laboratory  until  1971.  After  that,  he  is  out. 

The  second  example  relates  to  technologists  trained  in  1-year  Armed 
Forces  schools.  These  are  intensive  laboratory  procedure  courses 
which  are  substantially  similar  to  the  requirements  of  AMT  approved 
vocational  schools.  The  caliber  of  their  training  is  excellent.  In  fact, 
the  Army's  program  of  instruction  for  Letterman  General  Hospital 
states  that  its  purpose  is,  and  I  quote,  "to  provide  enlisted  medical 
laboratory  personnel  with  a  working  knowledge  of  medical  laboratory 
technology  so  that  they  may  become  competent  medical  specialists 
and/or  noncommissioned  officers  in  charge  of  military  medical  labora- 
tories." 

These  people  are  qualified  to  go  to  Vietnam  and  serve  as  a  super- 
visor in  an  Army  medical  laboratory.  They  can  hold  the  same  posi- 
tion in  military  laboratories  in  the  States.  Yet,  when  they  enter 
civilian  life,  they  must  be  demoted  to  the  grade  of  technician  if  they 
are  to  work  in  an  independent  laboratory. 

We  believe  the  Secretary  has  exceeded  the  authority  granted  by 
section  1861  (s)  (11)  of  the  Medicare  Act  by  issuing  these  regulations. 
That  section  gives  him  the  power  to  set  conditions  necessary  for  the 
health  and  safety  of  medicare  beneficiaries.  In  our  opinion  it  is  not 
necessary  to  have  one  standard  for  technologists  in  hospital  labs  and 
another  more  repressive  set  for  personnel  doing  the  same  job  in  the 
independent  laboratories.  In  fact,  when  the  Secretary  requested  the 
statutory  authority  to  prescribe  conditions  for  independent  labora- 
tories, he  told  the  Senate  Finance  Committee  that  the  language  he  re- 
quested, and  which  was  enacted  without  change,  and  I  quote,  "would 
assure  that  the  (independent)  laboratories  meet  the  same  standards 
essential  to  health  and  safety  of  beneficiaries  as  the  hospital  labora- 
tories." 

In  summary,  AMT  is  just  as  devoted  to  assuring  that  quality 
laboratory  work  is  performed  as  is  the  Secretary  of  Health,  Educa- 
tion, and  Welfare.  Such  work  can  never  be  assured  by  setting  unreal- 
istic and  arbitrary  personnel  qualifications.  This  is  particularly  true 
in  a  time  of  acute  shortage  of  laboratory  workers  such  as  exists  today. 

The  Secretary  requested  from  Congress  only  the  authority  to  set 
the  same  standards  for  independent  laboratories  as  for  hospital  labora- 
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tories.  We  believe  he  should  now  be  told  to  stay  within  that  limit. 
If  the  Secretary  will  prepare  reasonable  regulations  that  do  not  dis- 
qualify competent  personnel,  we  feel  that  would  be  sufficient.  If  he 
will  not,  we  feel  legislation  will  be  necessary. 

Mr.  Chairman,  if  legislation  does  become  necessary,  AMT  will  be 
happy  to  submit  a  proposed  amendment  which  we  believe  will  remedy 
this  situation. 

On  behalf  of  AMT  and  its  over  10,000  registrants,  I  would  like  to 
thank  this  committee  for  allowing  me  to  present  this  statement. 
(The  statement  referred  to  follows :) 

Statement  of  Ralph  S.  Haskins,  National  President,  American  Medical 

Technologists 

Mr.  Chairman — members  of  the  Committee.  I  am  Ralph  Haskins,  National 
President  of  American  Medical  Technologists  (AMT).  On  behalf  of  AMT  and  its 
registrants,  I  wish  to  thank  you  for  the  opportunity  to  present  this  statement 
before  you  today. 

AMT  is  a  National  Registry  of  Medical  Technologists,  founded  in  1939  and 
headquartered  at  710  Higgins  Road,  Park  Ridge,  Illinois.  Current  registration 
is  in  excess  of  10,000  persons,  most  of  whom  are  presently  working  in  laboratories 
throughout  the  country  and  are  engaged  in  the  testing  of  specimens  to  assist  in 
the  detection  of  human  disorders.  Our  registrants  include  college  and  vocational 
school  graduates,  as  well  as  several  thousand  veterans,  most  of  whom  were  trained 
in  Armed  Forces  schools  of  medical  technology. 

The  standards  for  admission  to  the  Registry  are  designed  to  assure  that  only 
qualified  persons  gain  entry.  Present  minimum  standards  are  formal  training 
in  an  approved  school  and  an  internship  for  a  total  of  two  years,  plus  the  passing 
of  a  difficult  and  comprehensive  examination.  The  formal  training  must  be  taken 
either  at  a  technical  school  approved  by  AMT  and  which  requires  a  minimum  of 
1500  clock  hours  of  instruction  in  all  necessary  laboratory  subjects,  an  accredited 
college  (60  semester  hours),  or  an  Armed  Forces  school  of  medical  technology 
(1  year).  For  the  committee's  information,  a  more  detailed  statement  of  AMT's 
registration  requirements  is  attached  as  Appendix  1.  Also  attached  as  Appen- 
dices 2  and  3,  respectively,  are  the  required  courses  which  must  be  taken  in  a 
technical  school  and  the  Program  of  Instruction  for  Medical  Laboratory  Proce- 
dures (Advanced)  Course  at  the  Army's  Letterman  General  Hospital,  a  typical 
Armed  Forces  school.  I  request  that  these  appendices  be  inserted  in  the  record 
following  this  statement. 

One  indicator  of  the  adequacy  of  our  requirements  is  the  fact,  that  accredited 
hospitals,  pathologists,  physicians,  and  independent  laboratories  throughout  the 
country  aggressively  recruit  technologists  registered  by  AMT.  A  recent  survey 
showed  that  some  22%  of  our  registrants  are  currently  employed  as  technologists 
or  higher  in  accredited  hospitals ;  some  30%  are  employed  in  pathologists'  offices  ; 
some  20%  are  employed  in  physicians'  offices ;  and  some  10%  are  employed  in 
independent  laboratories.  Many  hospitals  in  the  Washington  area  employ  AMT 
registrants  as  technologists,  including  Bethesda  Naval  Hospital  and  Walter 
Reed  Army  Hospital. 

My  purpose  in  appearing  before  you  today  is  not  to  oppose  anything  in  H.R. 
5710.  Rather,  I  am  here  to  call  your  attention  to  a  serious  and  dangerous 
deficiency  in  the  administration  of  the  Medicare  Act,  a  deficiency  which  has 
arbitrarily  disqualified  thousands  of  AMT  and  other  technologists  from  their 
present  positions  in  independent  laboratories. 

By  regulations  issued  December  16,  1966  (31  Fed.  Reg.  16137),  the  Secretary  of 
Health,  Education,  and  Welfare  established  standards  of  education  and  training 
for  personnel  working  in  independent  laboratories  which  go  far  beyond  the  sta- 
tutory limitation  Section  1861  (s)  (11)  of  the  Act  imposes  for  such  regulations, 
that  is,  conditions  necessary  for  the  health  and  safety  of  Medicare  patients.  This 
is  apparent  from  the  fact  that  these  regulations  exceed  the  limitations  which  the 
statute  imposes  for  hospital  laboratories  and  which  the  Secretary  has  adhered 
to  in  both  his  regulations  governing  hospitals  and  his  proposed  regulations  govern- 
ing nursing  homes.  The  strange  and  unhappy  result  is  that  many  technologists, 
both  registered  and  not,  qualify  for  employment  in  hospital  laboratories,  but  not 
for  employment  in  independent  laboratories.  This  disparity  is  both  incongruous 
and  arbitrary.  It  is  also  dangerous  since  every  responsible  authority  recognizes 
the  existence  of  a  critical  shortage  of  laboratory  personnel. 
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AMT  did  everything  in  its  power  to  persuade  HEW  not  to  issue  regulations 
having  this  result.  Beginning  in  December,  1965,  when  AMT  first  learned  that 
regulations  were  in  the  drafting  stage,  we  offered  the  Department  our  complete 
cooperation  in  developing  realistic  standards  that  would  not  discriminate  against 
any  qualified  competent  laboratory  worker.  In  the  beginning  our  letters  were  not 
acknowledged.  Often  it  was  necessary  to  seek  the  good  offices  of  Members  of 
Congress  even  to  obtain  conferences  with  HEW  officials.  When  conferences 
were  held,  we  found  those  officials  already  predisposed  against  any  conditions 
that  did  not  strengthen  the  grip  of  the  American  Society  of  Clinical  Pathologists 
(ASOP)  on  the  nation's  clinical  laboratories.  In  fact,  the  regulations  formally 
proposed  on  June  22,  1966  (  31  Fed.  Reg.  8668)  disqualified  all  technologists  not 
having  a  college  degree  or  registered  with  the  ASCP.  The  regulations  finally 
adopted  are  not  substantially  improved,  although  the  ASOP  is  no  longer  men- 
tioned by  name.  Perhaps  this  deletion  was  prompted  by  the  fact  that  the  De- 
partment of  Justice  has  filed  an  anti-trust  action  against  The  College  of  Ameri- 
can Pathologists 1  in  an  effort  to  break  the  virtual  monopoly  which  pathologists 
now  have  on  laboratory  testing. 

We  do  not  believe  that  Congress  intended  the  Secretary  to  create  a  double 
standard  for  laboratory  personnel :  one  for  hospital  laboratories  and  quite  a 
different  one  for  independent  laboratories.  Section  1861(e)  (8)  of  the  Medicare 
Act  authorizes  the  Secretary  to  impose  hospital  conditions  "necessary  in  the 
interest  of  the  health  and  safety"  of  Medicare  beneficiaries,  but  it  also  directs 
that  these  conditions  may  not  be  higher  than  those  comparable  requirements 
prescribed  by  the  Joint  Commission  on  Accreditation  of  Hospitals,  a  private 
accrediting  agency.  The  power  to  prescribe  necessary  health  and  safety  stand- 
ards for  independent  laboratories  is  found  in  another  paragraph  of  the  Act 
(Section  1861  (s)  (11))  which  was  drafted  at  HEW  and  sent  to  the  Senate 
Finance  Committee  after  the  Medicare  Bill  had  passed  the  House.2  In  propos- 
ing this  amendment,  the  Secretary  told  the  Senate  Committee  that  it — 

"would  assure  that  the  [independent]  laboratories  meet  the  same  standards 
essential  to  health  and  safety  of  beneficiaries  as  hospital  laboratories." 

In  other  words,  the  Secretary  asked  only  for  authority  to  impose  "the  same 
standards"  on  hospital  and  independent  laboratories  alike.  Had  he  in  fact  done 
this  in  his  regulation,  I  would  not  be  here  today.  However,  the  Secretary  did 
just  the  opposite :  he  decreed  one  set  of  standards  for  personnel  in  hospital  lab- 
oratories and  a  radically  more  stringent  and  repressive  set  for  those  working  in 
independent  laboratories. 

As  far  as  hospitals  are  concerned,  the  regulations  simply  state  that  there  must 
be  a  sufficient  number  of  laboratory  technologists  to  perform  promptly  and  profi- 
ciently, the  tests  requested  of  the  laboratory  (31  Fed.  Reg.  at  13435).  The  pro- 
posed nursing  home  regulations  simply  adopt  the  hospital  standards  (31  Fed. 
Reg.  at  7138).  While  these  regulations  do  state  a  preference  for  technologists 
registered  by  the  American  Society  of  Clinical  Pathologists  (ASCP),  a  prefer- 
ence we  do  not  believe  warranted,  this  does,  nevertheless,  follow  the  Joint  Com- 
mission which  has  long  expressed  a  similar  preference.  The  Joint  Commission's 
preference,  while  undesirable,  is  at  least  understandable :  it  is  a  private  group 
showing  preference  for  its  own.  Control  of  the  Joint  Commission  is,  after  all, 
shared  by  the  American  Medical  Association.  The  ASCP,  an  adjunct  organiza- 
tion for  pathologists,  owns  the  ASCP  registry.  In  fact,  persons  who  become 
registered  with  ASCP  must  subscribe  to  a  code  which  requires  them  to  work 
only  for  MD's.3  The  Secretary's  adoption  of  this  preference  is  another  matter 
entirely,  but  that  is  not  of  real  moment  for  my  purpose  here.  The  point  is  that 
the  hospital  regulations  do  not  actually  disqualify  any  competent  technologists. 
Furthermore,  it  appears  that  most  hospital  laboratory  directors  place  more 


1  United  States  v.  The  College  of  American  Pathologists,  Civil  Action  No.  66C  1253,  U.S. 
Dist.  Ct.,  N.D.  111.  (filed  July  7,  1966). 

2  The  Medicare  Bill  passed  the  House  on  April  8,  1965.  The  Secretary's  proposal  is 
contained  in  a  letter  dated  May  17,  1965,  and  reprinted  in  Part  1  of  the  Senate  Hearings 
beginning  at  page  494. 

3  This  code  states : 

I.  A  medical  technologist  will  work  at  all  times  under  the  direction  or  supervision  of  a 
pathologist  or  other  duly  qualified  and  licensed  doctor  of  medicine,  such  qualifications 
being  determined  on  the  basis  of  accepted  medical  ethics. 

II.  A  medical  technologist  will  not  act  as  owner,  coowner,  adviser  or  employee,  or  by 
neans  of  any  subterfuge,  participate  in  an  arrangement  whereby  an  individual  not  regu- 
larly licensed  to  practice  medicine  is  enabled  to  own  or  operate  a  laboratory  of  clinical 
pathology. 

Pamphlet,  Registry  of  Medical  Technologists  of  American  Society  of  Clinical  Patholo- 
gists, p.  11  (January  1966).  Of  the  two  registries,  only  AMT  recognizes  the  obvious  fact 
that  it  is  not  unethical  for  a  medical  technologist  to  work  for  a  competent  director  who 
is  not  a  medical  doctor. 
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importance  on  personal  competence  than  on  registry  affiliation.  It  even  hap- 
pens that  a  number  of  our  vocational  school  and  Armed  Forces  trained  regis- 
trants teach  in  ASCP  schools  of  'aedical  technology. 

The  hospital  regulations  leave  the  qualifications  of  laboratory  personnel 
below  the  grade  of  director  to  the  laboratory  director,  and  this,  of  course,  is 
where  the  responsibility  belongs.  AMT  has  consistently  argued  that  competent, 
well-trained,  and  ethical  directors  are  the  best  possible  assurances  that  labora- 
tory testing  will  be  accurately  performed  and  reported.  Such  a  director  can  and 
should  be  trusted  to  select  properly  qualified  personnel  and  to  limit  each  labora- 
tory worker  to  those  tasks  within  the  limits  of  his  individual  competence, 
demonstrated  to  and  known  by  that  director.  No  amount  of  detailed  regula- 
tion can  ever  assure  the  competence  of  a  laboratory  worker  as  well  as  can  a 
qualified  director  having  firsthand  knowledge  of  his  own  employees.  In  the 
May  16,  1966,  issue  of  Hospitals  magazine,  the  Joint  Commission  expressed  a 
very  similar  view  by  stating  that  the  "responsibility  for  determining  the  train- 
ing, experience,  and  competence  of  [technologists  and  technicians],  registered 
or  not"  is  in  the  hands  of  the  pathologist  in  charge  of  the  laboratory  (Accredita- 
tion Problems,  Hospitals,  May  16, 1966,  p.  42). 

The  Medicare  regulations  require  that  a  director,  whether  of  a  hospital  or  of 
an  independent  laboratory,  must  be  either  a  physician  or  the  holder  of  an  earned 
doctorate  degree.  There  is  one  temporary  exception  for  directors  of  independent 
laboratories,  but  it  is  carefully  circumscribed  by  safeguards  designed  to  assure 
not  only  that  the  director  is  competent,  but  that  the  laboratory  itself  is  pro- 
ficient in  all  the  tests  it  performs.4  Furthermore,  this  exception  expires  in 
1971.    We  consider  these  requirements  to  be  at  least  adequate. 

In  marked  contrast  to  the  hospital  regulations  and  the  requirements  of  the 
Joint  Commission,  the  Secretary's  regulations  for  independent  laboratories  estab- 
lished detailed  educational  qualifications  not  only  for  directors  and  supervisors, 
but  also  for  technologists  and  technicians.  The  minimum  requirements  for 
technologists  are  3  years  of  study  at  an  accredited  college  or  university  with 
specified  semester  hours  in  chemistry  and  biological  studies,  plus  at  least  one 
year  of  training  in  a  laboratory.  The  only  exception  is  that  until  1971  a  person 
who  has  worked  as  a  technologist  within  the  past  five  years  and  has  a  total  of 
ten  years  laboratory  experience  can  qualify  (31  Fed.  Reg.  16141). 

A  graduate  of  a  technical  vocational  school,  regardless  of  his  knowledge  of 
scientific  subjects  and  laboratory  procedures,  cannot  qualify  as  a  technologist 
under  these  regulations  unless  he  has  worked  in  a  laboratory  for  ten  years.  And 
after  1971,  he  is  absolutely  barred,  regardless  of  his  years  of  experience.  The 
absurdity  of  such  a  requirement  is  brought  into  sharp  focus  when  applied  to  an 
AMT  registrant  trained  in  a  technical  school.  These  technologists  have  had  in- 
tensive formal  instructions  in  all  relevant  laboratory  subjects,  have  interned 
in  an  approved  laboratory,  and  have  passed  an  examination  which  is  failed  by 
over  25%  of  all  who  take  it.  Upon  graduation  a  number  of  hospitals  are  anxious 
to  hire  them  as  technologists.  Yet  these  same  technologists  can  never  qualify 
as  technologists  in  independent  laboratories. 

In  our  discussions  with  HEW  we  called  their  attention  to  an  AMT  registrant 
who  is  but  one  example  of  the  unreasonableness  of  these  regulations.  He 
presently  holds  a  State  rating  in  a  position  as  a  laboratory  supervisor  and  is 
working  as  a  supervisor  in  a  large  State  hospital.  He  has  27  years  of  experience, 
16  of  which  are  as  a  laboratory  supervisor.  He  was  trained  in  a  vocational 
school  and  in  the  Armed  Forces.  He  has  been  a  teacher  in  an  Armed  Forces 
school  of  medical  technology,  and  he  has  lectured  on  medical  testing  pro- 
cedures at  a  famous  college.  Yet,  with  these  qualifications,  he  absolutely  cannot 
qualify  as  a  technologist  after  1971. 

Furthermore,  no  graduate  of  an  Armed  Forces  school  can  qualify  as  a  tech- 
nologist under  these  regulations  unless  he  has  ten  years  of  experience.  As  in  the 
case  of  technical  school  graduates,  after  1971  no  amount  of  experience  is  ac- 
ceptable. This  denies  the  quality  of  Army  training.  The  Army  Program  of  In- 
struction for  Letterman  General  Hospital,  approved  by  the  Surgeon  General  of 
the  Army,  in  May,  1965,  states  that  its  purpose  is — 

to  provide  enlisted  medical  personnel  with  a  working  knowledge  of  medical 
laboratory  technology  so  that  they  may  become  competent  technical  spe- 


4  To  qualify  under  this  exception  the  director  must  have  held  that  position  for  at  least 
one  year  in  the  past  five.  He  must  either  have  a  master's  degree  with  a  major  in  a  chem- 
ical, physical,  or  biological  science,  plus  4  years  laboratory  experience,  or  have  a  bachelor's 
decree  with  a  similar  major  and  6  years  of  experience,  or  have  passed  a  Public  Health 
Service  examination.  Furthermore,  the  laboratory  itself  must  have  passed  a  State  and/or 
State  anproved  proficiency  testing  program  covering  all  the  specialities  or  subspecialities  in 
which  the  laboratory  performs  tests  (31  Fed.  Reg.  16139-40). 
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cialists,  and/or  noncommissioned  officers  in  charge  of  military  medical 
laboratories. 

This  course,  incidentally,  is  substantially  similar  to  that  required  by  AMT  of 
its  vocational  school  graduates,  as  can  be  seen  from  Appendices  2  and  3. 

It  is  indeed  strange  that  the  Army  considers  a  noncommissioned  officer  who 
graduates  from  this  course  qualified  to  be  placed  in  charge  of  one  of  its  labora- 
tories, but  the  Secretary  of  HEW  prohibits  him  from  holding  the  less  responsible 
position  of  technologist  in  a  civilian  laboratory.  Unless  such  a  man  presently  has 
at  least  six  years  experience,  he  can  never  be  an  independent  laboratory  tech- 
nologist, since  his  experience  will  not  total  10  years  by  1971. 

The  regulations  do  state  that  an  Armed  Forces  school  graduate  is  competent 
to  be  a  technician,  but  this  is  small  consolation.  A  technician  is  defined  in  the 
regulations  as  one  who  "performs  only  those  laboratory  procedures  which  re- 
quire limited  technical  skill  and  responsibility  and  a  minimal  exercise  of  inde- 
pendent judgment."   ( 31  Fed.  Reg.  at  16141 ) 

Discrimination  among  laboratory  personnel  based  on  place  of  employment 
(in  independent  laboratories  instead  of  hospital  laboratories)  rather  than  on 
individual  qualifications  is  arbitrary  and  inequitable  on  its  face.  It  will  also 
result  in  loss  of  jobs  or  demotions  for  vast  numbers  qualified  as  technologists 
who  work  in  reputable  independent  laboratories  throughout  the  country.  It  is 
no  answer  to  say  that  they  can  find  employment  in  hospitals.  In  many  instances 
they  would  be  uprooted  from  the  towns  where  they  live.  In  others,  they  would 
have  to  leave  a  job  in  which  they  were  happily,  successfully,  and  competently 
engaged.  It  could  cause  loss  of  seniority  and  pay.  The  point  is  that  qualified 
technologists  should  not  be  required  to  suffer  dismissal  or  demotion  because 
of  these  arbitrary  and  unnecessary  rules.  If  they  are  qualified  to  be  in  charge 
of  military  laboratories,  they  can  be  trusted  as  technologists  in  civilian  labora- 
tories. So  also  can  those  technologists  who  receive  comparable  schooling  in 
civilian  vocational  schools. 

Only  last  month  the  President  told  Congress,  "The  United  States  is  facing  a 
serious  shortage  of  health  manpower."  According  to  figures  furnished  the 
House  Commerce  Committee  last  year,  there  is  a  present  demand  for  between 
70,000  and  100,000  technologists  in  the  United  States,  The  supply  is  much  less. 
In  view  of  this  shortage,  the  country  can  ill  afford  the  disqualification  of  any 
competent  technologist. 

AMT  is  just  as  devoted  to  assuring  quality  laboratory  work  <as  is  the  Secretary 
of  Health,  Education  and  Welfare.  Disqualification  of  competent  technologists 
in  a  time  of  acute  shortage  by  arbitrary  regulations  certainly  will  not  upgrade 
laboratory  testing.  No  such  regulations  are  imposed  on  hospital  laboratories. 
The  Secretary  requested  from  Congress  only  the  authority  to  set  the  "same 
standards"  for  independent  laboratories  as  for  hospital  laboratories.  We  believe 
he  should  now  be  told  to  stay  within  that  limit. 

On  behalf  of  AMT  and  its  10,000  registrants,  let  me  again  thank  you  for  the 
opportunity  to  present  these  views.  May  I  also  assure  you  that  AMT  stands 
ready  to  give  its  fullest  cooperation  in  correcting  this  inequitable  situation. 


APPENDIX  1 
Medical  Technology  Pkogram 

American  Medical  Technologists  is  one  of  the  world's  oldest  and  largest 
registries  and  associations  of  medical  laboratory  technologists.  American 
Medical  Technologists'  primary  purpose  is  the  issuing  of  credentials  of  com- 
petence to  laboratory  personnel  meeting  the  Registry's  high  standards.  The 
most  important  certification  is  that  of  Medical  Technologist  (M.T.). 

A  medical  technologist  is  a  person  who,  having  completed  certain  formal 
training  and  internship  or  residency,  has  passed  a  qualifying  examination  and 
is  certified  as  competent  to  perform  the  tests  and  do  the  work  usually  performed 
in  clinical  laboratories. 

All  medical  technologists  registered  by  American  Medical  Technologists  are 
full  members  of  the  AMT  and  enjoy  full  voting  rights  in  their  local  AMT  state 
societies  and  may  attend  all  state,  district,  and  national  meetings  of  the  Registry. 
In  this  manner  each  medical  technologist  has  a  voice  in  an  important  profes- 
sional association  and  may  benefit  from  the  many  scientific,  educational,  and 
social  functions  of  this  outstanding  organization. 
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REQUIREMENTS 

1.  Applicant  shall  be  a  citizen  or  resident  of  the  United  States,  Canada,  or 
other  Western  Hemisphere  nation  or  dependency,  and  shall  be  of  good  moral 

character. 

2.  Applicant  shall  be  a  graduate  of  an  accredited  high  school  or  equivalent. 

3.  (a)  Applicant  shall  be  a  graduate  of  a  medical  technology  school  accredited 
by  the  Accrediting  Bureau  of  Medical  Technology  Schools  (18  month  course 
followed  by  6  months  of  residency  or  internship,  or  12  month  course  followed 
by  12  months  of  residency  or  internship).  The  residency  or  internship  need 
not  be  completed  when  application  is  made,  or 

(b)  Applicant  shall,  if  he  started  training  in  a  school  of  medical  technology 
on  the  AMT  approved  list  on  June  30.  1964,  be  a  graduate  of  such  an  approved 
school.  (This  alternative  is  only  for  applicants  who  graduate  prior  to  July  1, 
1965).  or 

(c)  Applicant  shall,  if  he  started  training  prior  to  July  1,  1964.  have  had 
not  less  than  three  (3)  years  of  approved  on-the-job  training  in  a  clinical  labo- 
ratory under  proper,  qualified  supervision  (this  alternative  is  only  for  applicants 
who  began  such  training  prior  to  July  1,  1964,  and  will  terminate  completely  on 
December  31. 1967) .  or 

(d)  Applicant  shall  have  successfully  completed  a  course  at  least  twelve 
months  long  in  a  U.  S.  Armed  Forces  school  of  medical  technology,  and  shall 
have,  following  such  course,  worked  in  a  clinical  laboratory  under  qualified 
supervision  long  enough  to  complete  a  combined  school  and  experience  pro- 
gram of  at  least  two  year.  The  school  courses  and  the  laboratory  experi- 
ence must  be  the  substantial  equivalent  of  the  curriculum  and  internship  or 
residency  required  under  (a)  above.  The  laboratory  experience  need  not  be 
completed  when  application  is  made,  or 

(c)  Applicant  shall  have  had  two  (2)  years.  (60  credit  hours)  of  college  or 
junior  college  including  the  following  minimum  course  requirements  :  a  minimum 
of  25  credit  hours  in  the  sciences,  including  12  in  chemistry,  bacteriology  or  para- 
sitology (in  any  combination)  ;  five  (5)  hours  in  mathematics:  eight  (8)  hours 
in  biology,  genetics,  embryology,  zoology  or  anatomy  (in  any  combination)  plus 
one  (1)  year  of  residency  or  internship.  (The  residency  or  internship  need  not 
be  completed  when  application  is  made) . 

4.  All  applicants  must  take  and  pass  the  Registry  examination  with  a  grade  of 
not  less  than  709c-   There  are  no  exceptions. 


APPENDIX  2 

Minimum  Course  Requirements  of  American  Medical  Technologist  Accredited 

Schools 

Formal  training  in  an  AMT  accredited  school  may  be  completed  in  either  a 
12  month  school  plus  a  12  month  internship  program,  or  in  an  18  month  school 
plus  a  6  month  internship  program. 

Requirements  for  12-month  school  program 


Lecture  hours 

Lab  hours 

Anatomy  and  physiology      

20 

10 

Medical  orientation                                       ....   _. 

10 

30 

10 

General  chemistry  ...                                    ..  ..   

60 

Hematology        

60 

140 

Bacteriology  .  .     ___________     ...    .   

60 

120 

Parasitology                   ..  .  __  ...     ___________             -   . 

40 

80 

Urinalysis.. .   

25 

55 

Gastric  analysis     ■   

5 

5 

Clinical  chemistry                              ___  _   

80 

160 

Serology  

30 

70 

Histological  techniques              ...  .  .                             .  ...  ...  ..  . 

30 

60 

Basal  metabolism  and  electrocardiograph-..  .  __                   -    . 

10 

20 

Blood  banking..        ..  ....    

20 

40 

Medical  ethics.                                           ...        ____  ... 

15 

0 

Advanced  laboratory  procedures,  seminars,  etc   ...   

20 

80 

Total     _    — 

455 

910 

Note.— The  student  must  also  successfully  complete  such  additional  elective  courses  as  shall  cause  the 
total  clock  hours  to  be  not  less  than  1,500. 
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REQUIREMENTS  FOR  18-MONTH  SCHOOL  PROGRAM 

The  students  must  successfully  complete  all  the  courses  required  for  the 
12  month  program.  Additional  hours  in  these  required  courses  and  courses 
selected  from  the  following  list  must  also  be  taken  to  complete  2100  clock  hours 
of  instruction : 


Lecture  hours 

Lab  hours 

Biology    

30 
30 
60 
20 
15 
15 
55 

60 
60 

0 
32 
45 
45 

0 

Chemical  arithmetic                     -  -   

Elementary  physics    

Mycology   

Virology   

Business  English  

Total     

680 

1, 152 

RECAPITULATION 

Total  clock  hours  required  for  12  month  school :  1,500. 
Total  clock  hours  required  for  18  month  school :  2,100. 


APPENDIX  3 

Program  of  instruction  for  medical  laboratory  procedures  {advanced)  course, 


Letterman  General  Hospital,  San  Francisco,  Calif. 
Course :  Clock  hours 

Physiology   25 

Orientation  to  courses  in  pathology  and  laboratory  science   4 

Parasitology    120 

Histopathology   120 

Laboratory  administration   12 

Cytology   60 

Hematology   220 

Mathematics    20 

Bacteriology   261 

Immunology    96 

Mycology    78 

Virology   77 

Clinical  chemistry   368 

Analytical  toxicology   39 

Advanced  urinalysis   68 

Immunohematology  and  blood  banking   160 

Special  laboratory  subjects  (including  observation  of  a  post-mortem; 
demonstration  of  specialized  techniques  and  methods;  familiariza- 
tion with  field  instruments  and  techniques  in  a  mobile  labora- 
tory)   170 

Laboratory  supply  and  maintenance   10 


Total  clock  hours  1,  908 


The  Chairman.  Mr.  Haskins,  we  appreciate  your  coming  to  the 
committee  accompanied  by  the  gentlemen  with  you  at  the  table.  Let 
me  clearly  understand.  It  does  not,  in  your  opinion,  require  a  change 
in  the  law  for  these  technologists  to  be  considered  as  technologists. 
It  requires  a  change  within  the  regulations  defining  standards  for 
classification  of  technologists  and  technicians,  as  I  understand  it. 

Mr.  Haskins.  That  is  right. 

The  Chairman.  You  and  your  group  did,  of  course,  interest  your- 
selves in  the  matter  at  the  time  the  regulations  were  being  developed. 
Is  that  true  ? 
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Mr.  Haskins.  We  have  had  several  meetings  with  representatives  of 
Health,  Education,  and  Welfare,  but  they  don't  choose  to  recognize 
either  our  members,  the  training  programs,  nor  do  they  seem  to  wish 
to  cooperate  in  making  reasonable  

The  Chairman.  It  could  be  done,  however,  by  a  change  in  regula- 
tions. 

Mr.  Haskins.  Yes,  sir. 

The  Chairman.  If  it  is  not  done  by  a  change  in  regulations,  then 
you  are  suggesting  that  the  committee  require  the  inclusion  of  your 
group  within  the  classification  of  the  regulations  as  technologists  by 
law? 

Mr.  Haskins.  Yes,  sir. 
The  Chairman.  Fine. 

Any  further  questions  of  these  gentlemen  ?    If  not,  we  thank  you 
very  much  for  coming  to  the  committee. 
Mr.  Haskins.  Thank  you. 

The  Chairman.  Governor  Erbe.  We  are  pleased  this  morning  to 
have  the  Honorable  Norman  A.  Erbe,  who  is  executive  director  of  the 
American  Chiropractic  Association,  former  Governor  and  former  at- 
torney general  of  the  great  State  of  Iowa. 

If  you  will  identify  those  with  you  at  the  table,  Governor,  we  would 
be  glad  to  recognize  you,  sir. 

STATEMENT  OF  HON.  NORMAN  A.  ERBE,  EXECUTIVE  DIRECTOR, 
AMERICAN  CHIROPRACTIC  ASSOCIATION;  ACCOMPANIED  BY 
DR.  GEORGE  F.  POE,  PRESIDENT,  DR.  LEONARD  FAY,  DEAN, 
NATIONAL  COLLEGE  OF  CHIROPRACTIC,  AND  HARRY  N.  ROSEN- 
FIELD,  WASHINGTON  COUNSEL 

Mr.  Erbe.  Thank  you,  sir.  The  gentlemen  with  me,  Mr.  Chairman, 
are  Dr.  George  F.  Poe  of  Califon,  N.J.,  president  of  the  American 
Chiropractic  Association,  on  my  left;  Dr.  Leonard  Fay,  dean  of  the 
National  College  of  Chiropractic  at  Lumbard,  111.,  on  my  right;  and 
to  the  far  left  Harry  N.  Rosenfield,  Esq.,  ACA's  Washington  counsel. 

The  Chairman.  We  are  pleased  to  have  you  gentlemen  with  us  this 
morning.    You  are  recognized,  sir. 

Mr.  Erbe.  Thank  you.  My  name  is  Norman  A.  Erbe,  and  I  have 
served  as  attorney  general  and  Governor  of  Iowa.  I  testify  to  urge  the 
inclusion  of  chiropractic  care  and  services  within  medicare. 

I  appear  here  today  as  executive  director  of  the  American  Chiro- 
practic Association  of  Des  Moines,  Iowa,  a  national  professional  body 
with  a  membership  of  6,246  chiropractors  who  are  licensed  by  their 
respective  States  to  provide  health  service. 

In  addition,  I  am  specifically  authorized  to  represent  the  State 
chiropractic  associations  of  California,  Florida,  Idaho,  Illinois,  Michi- 
gan, Minnesota,  Virginia,  and  Texas,  among  others. 

PURPOSE  OF  MEDICARE 

Medicare's  purpose  as  expressed  by  Congress  was  to  provide  Amer- 
ica's elderly  citizens  with  a  national  pledge  that  their  bills  for  medical 
and  health  services  will  be  paid.    Medicare  is,  therefore,  an  insurance 
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protection  to  our  senior  citizens  against  the  financial  uncertainties  and 
hardships  of  ill  health. 

But  the  Congress  also  made  it  crystal  clear  what  medicare  is  not : 

It  is  not  a  Federal  program  to  supplant  State  regulations  of  medical 
and  health  services ; 

It  is  not  a  Federal  control  or  supervision  of  the  untrammeled  right 
of  sick  people  to  obtain  health  and  medical  services  authorized  and 
licensed  by  the  States. 

In  fact,  Congress  was  so  adamant  about  what  medicare  was  not  that 
it  wrote  two  basic  principles  into  the  very  first  two  sections  of  the  medi- 
care title  of  the  Social  Security  Act,  as  follows : 

(1)  "Prohibition  against  any  Federal  interference,"  section  1801. 

(2)  "Free  choice  by  patient  guaranteed,"  section  1802. 

I  regret  to  say  that  in  its  present  form  the  medicare  law  violates 
both  of  these  principles  in  at  least  one  important  respect,  its  failure 
to  provide  coverage  for  the  health  services  provided  by  chiropractors. 

CHIROPRACTIC,  A  RECOGNIZED  HEALTH  PROFESSION 

First,  a  few  words  about  chiropractic :  Chiropractic  is  a  recognized 
and  licensed  health  service  in  48  States,  the  District  of  Columbia,  and 
in  Puerto  Rico.  Each  of  these  States  or  jurisdictions  have  specific 
laws  denning  the  practice  of  chiropractic,  prescribing  requirements 
for  licensure,  and  authorizing  chiropractic  services  and  care. 

Chiropractors  have  been  classified  by  the  U.S.  Public  Health  Service 
in  a  1966  study  as  among  "medical  specialists  and  practitioners"  in- 
cluding pediatricians,  obstetricians,  and  ophthalmologists,  among 
others. 

Claims  for  chiropractic  care  are  paid  by  more  than  600  insurance 
companies  and  by  workmen's  compensation  boards  of  41  States  and 
the  District  of  Columbia.  All  Federal  agencies  accept  sick  leave 
certificates  signed  by  chiropractors,  and  chiropractic  care  is,  of  course, 
a  recognized  medical  expense  under  Internal  Revenue  regulations. 

NATURE  OF  CHIROPRACTIC 

Chiropractic  is  a  science  which  utilizes  the  inherent  recuperative 
powers  of  the  body  and  the  relationship  between  the  musculo-skeletal 
structures  and  functions  of  the  body,  particularly  of  the  spinal  col- 
umn and  the  nervous  system,  in  the  restoration  and  maintenance  of 
health.  Chiropractic  practice  is  the  specific  adjustment  and  manip- 
ulation of  the  articulations  and  adjacent  tissues  of  the  body,  particu- 
larly of  the  spinal  column,  for  the  correction  of  nerve  interference 
and  includes  the  use  of  recognized  diagnostic  methods  as  indicated. 

Patient  care  is  conducted  with  due  regard  for  environmental,  nutri- 
tional, and  psychotherapeutic  factors,  as  well  as  first  aid,  hygiene, 
sanitation,  rehabilitation,  and  related  procedures  designed  to  restore 
or  maintain  normal  nerve  functions. 

Chiropractic  is  based  on  the  premise  that  the  relationship  between 
structure  and  function  in  the  human  body  is  a  significant  health  factor 
and  that  such  relationships  between  the  spinal  column  and  the  nervous 
system  are  the  most  significant,  since  the  normal  transmission  and 
expression  of  nerve  energy  is  essential  to  the  restoration  and  mainte- 
nance of  health. 
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Chiropractic  is  the  largest  drugless  healing  profession.  It  does  not 
include  the  practice  of  surgery. 

Appendix  I  attached  to  my  statement  sets  forth  a  short  descrip- 
tion of  the  extensive  professional  and  scientific  education  in  helath 
sciences  required  before  licensure  as  a  chiropractic  doctor. 

Chiropractic  professional  colleges  require  a  minimum  of  4  academic 
years  of  professional  resident  study.  Eight  chiropractic  colleges  are 
affiliated  with  the  American  Chiropractic  Association  which  spends  a 
very  considerable  portion  of  its  income  for  improvement  of  the 
Nation's  chiropractic  educational  program. 

FREEDOM  OF  CHOICE  AND  STATES  RIGHTS 

I  respectfully  submit  that  the  present  medicare  law  violates  the 
basic  principles  of  1801  and  1802  by  its  failure  to  provide  coverage  for 
chiropractic  health  services.    Let  me  be  specific. 

.    FIRST,  STATES  RIGHTS  ARE  ABRIDGED  BY  FEDERAL  LAW 

The  assurance  seemingly  provided  by  section  1801's  "prohibition 
against  any  Federal  interference"  is  vitiated  through  interference  with 
the  States'  freedom  effectively  to  make  available  to  their  elderly 
citizens  the  health  services  of  chiropractors. 

This  is  a  serious  matter  since,  as  I  have  already  noted,  48  States, 
Puerto  Rico,  and  the  District  of  Columbia,  all  have  licensing  laws 
which  recognize  the  practice  of  chiropractic  and  authorize  its  health 
services  for  their  citizens. 

Therefore,  the  Federal  medicare  law,  by  denying  coverage  of  chiro- 
practors, penalizes  the  citizens  of  these  States  and  interferes  with  the 
operation  of  such  State  laws  within  the  respective  State  boundaries. 

As  a  former  Governor  of  the  State  of  Iowa,  I  feel  especially  sensi- 
tive about  abridgement  of  States  rights  by  the  Federal  Government. 
And  this  denial  of  effective  States  rights  in  title  XVIII  (medicare)  is 
all  the  more  strange  because  true  States  rights,  and  the  coverage  of 
chiropractic  services,  are  in  title  XIX  (medicaid) . 

Our  latest  survey  shows  that  of  the  26  States  which  have  already 
adopted  medicaid  legislation,  12  already  include  chiropractic  services. 
These  12  States  are  California,  Idaho,  Iowa,  Michigan,  Minnesota, 
Nebraska,  New  Mexico,  New  York,  North  Dakota,  Ohio,  South 
Dakota,  and  West  Virginia. 

Thus  we  have  the  following  odd  results  under  the  present  Social 
Security  Act: 

1.  The  medically  indigent  can  obtain  chiropractors'  services  under 
medicaid  (title  XIX) . 

2.  But  the  medically  self-sufficient  cannot  obtain  chiropractors' 
services  under  medicare  (title  XVIII).  This  is  an  unjust  and  unfair 
discrimination  against  the  self-sufficient  senior  citizens  of  our  Nation 
who  should  also  be  entitled  to  exercise  their  right  of  selection  of  health 
care. 

We  respectfully  urge  that  medicare  eligibles  are  entitled  to  chiro- 
practic services  under  title  XVIII,  if  such  services  are  authorized 
by  the  State  in  which  the  medicare  patient  chooses  them. 
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SECOND,  FREEDOM  OF  CHOICE  IS  DENIED  TO  PATIENTS 

America's  self-supporting  elderly  are  denied  effective  freedom  of 
choice  to  obtain  the  needed  and  beneficial  health  services  of  State- 
licensed  chiropractors.  And  this  prevails  despite  1802. 

If  there  was  one  continuing  thread  during  the  entire  congressional 
debate  on  medicare,  as  well  as  in  the  prior  20  years  of  discussion, 
it  was  freedom  of  choice  by  the  patient  to  obtain  health  services  from 
any  qualified  institution,  agency,  or  person. 

This  was  the  guarantee  intended  by  section  1802,  a  freedom  of  choice 
to  "obtain  health  services."  This  is  what  the  voluntary  insurance 
premium  in  title  XVIII  was  intended  to  buy.  For  example,  this  free- 
dom of  patient  choice  was  allowed  as  to  optometrists  in  the  medical 
assistance  title : 

*  *  *  if  eyeglasses  are  provided,  the  individual  must  be  free  to  choose  whether 
these  are  prescribed  by  a  physician  skilled  in  the  diseases  of  the  eye  or  an 
optometrist  *  *  * 

(Conference  report,  H.  Kept.  No.  682,  89th  Cong.,  1st  sess.,  p.  69). 
This  same  freedom  of  choice  in  medicine  was  allowed  for  Christian 
Science  nursing  homes,  "if  the  individual  elected  to  have  them  so 
covered"  (conference  report,  supra,  p.  43) . 

When  Congress  talked  and  legislated  "freedom  of  choice,"  it  ob- 
viously had  in  mind  the  basic  purpose  of  medicare,  enabling  older 
people  to  afford  to  pay  for  needed  health  cost  protection. 

Therefore,  when  "freedom  of  choice"  is  denied,  medicare  in  effect 
denies  older  people  the  health  protection  they  want  and  need,  as  well 
as  the  independence  and  dignity  which  medicare  is  designed  to  assure. 
We  are  talking  here  not  only  of  fundamental  theories  of  the  relation 
between  the  Federal  and  State  Governments  and  the  relation  of  the 
American  citizen  to  his  government,  but  also  of  the  individual  health, 
comfort,  and  well-being  of  each  and  every  senior  American. 

Let  me  hasten  to  say  that  as  a  former  Governor,  I  am  fully  aware 
of  the  need  for  compromises  that  often  have  to  be  made  before  major 
laws  are  enacted.  This  of  course  was  equally  true  in  1965  with  the 
medicare  bill. 

But  I  respectfully  submit  that  the  time  has  now  come  for  changes 
in  medicare  that  will  enable  State  laws  on  permissible  health  services  to 
be  effectively  operative  within  the  borders  of  the  State. 

If,  as  the  medicare  law  states,  there  is  to  be  a  meaningful  "prohibi- 
tion against  any  Federal  interference"  then  the  medicare  law  should 
be  amended  to  allow  coverage  of  chiropractic  health  services  author- 
ized and  licensed  under  State  law.  Freedom  of  choice  of  health  care 
is  the  basic  right  of  all  Americans. 

I  believe  it  fair  and  just  to  say  that  the  coverage  of  chiropractors' 
services  under  medicare  is  a  test  of  the  genuineness  of  our  dedication 
to  the  principles  proclaimed  in  sections  1801  and  1802  of  the  medicare 
law : 

"Prohibition  against  any  Federal  interference." 
"Free  choice  by  patient  guaranteed." 

COMPREHENSIVE  HEALTH  CARE 

Just  last  week  the  President  directed  the  Department  of  Health, 
Education,  and  Welfare  to  take  steps  to  "lower  the  cost  of  medical 
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services  without  impairing  the  quality.'-  He  did  so  after  receiving  a 
report  from  HEW  that  the  cost  of  doctors'  fees  rose  7.8  percent  in 
1966 — the  biggest  annual  increase  since  1927 — and  the  daily  hospital 
charges  rose  16.5  percent  in  1966  (the  largest  annual  increase  in  18 
years) . 

HEW  made  recommendations  of  means  to  decrease  health  care  costs. 
One  such  recommendation  was  that  "private  and  public  health  in- 
surance plans  should  be  broadened  to  include  more  alternative  types 
of  medical  care." 

We  thoroughly  agree  with  this,  and  suggest  that  comprehensive 
health  insurance  coverage  under  medicare  cannot  be  achieved  without 
chiropractors'  services  as  well  as  podiatrists'  services  as  proposed  in 
H.R.  5710. 

And  now  we  have  HEW's  assurance  that  such  "alternative  types  of 
medical  care"  may  actually  reduce  costs  as  well  as  provide  comprehen- 
sive health  service. 

Studies,  such  as  the  impartial  study  by  the  Florida  industrial  com- 
mission, amply  sustain  HEW's  cost-reduction  recommendations. 

PROPOSED  AMENDMENT 

The  fundamental  need  is  to  provide  for  the  opportunity  of  the 
patient  to  select  chiropractic  care  and  services  under  title  XVIII. 
The  particular  statutory  manner  in  which  this  is  accomplished  is  of 
lesser  importance,  provided,  of  course,  it  be  effective  to  achieve  its 
full  purpose. 

Three  different  means  at  least  seem  to  have  been  suggested :  First, 
the  proposals  in  bills  such  as  H.R.  2107  ( Heist oski),  H.R.  3789 
(Murphy  of  New  York)  or  H.R.  5608  (Fino)  to  amend  section  1861  (r) 
so  as  to  include  chiropractors  with  respect  to  services  which  they  are 
legally  authorized  by  the  State  to  perform  as  chiropractors. 

Second,  the  provision  already  in  the  medicaid  program,  section 
1905(a)  (6),  providing  for  coverage  of  "a  medical  care,  or  any  other 
type  of  remedial  care  recognized  under  State  law,  furnished  by  li- 
censed practitioners  within  the  scope  of  their  practice  as  defined  by 
State  law." 

Third,  the  method  followed  by  H.R.  5710  is  amending  section 
1861  (s).  I  attach  to  my  statement,  as  appendix  II,  an  amendment  to 
H.R.  5710  to  accomplish  this  purpose  for  chiropractors  services. 

This  committee  has  before  it  a  tremedously  significant  task.  We 
respectfully  suggest  that  America's  senior  citizens  will  be  everlastingly 
grateful  to  this  committee  and  the  Congress  if  accorded  the  right 
to  choose  chiropractic  care  and  services  as  part  of  the  health  services 
provided  under  the  medicare  program  (title  XVIII)  just  as  it  is  al- 
ready authorized  under  medicaid  (title  XIX) . 

Anything  less  would  be  an  unwarranted  discrimination  against 
medicare  eligibles,  a  repudiation  of  the  national  pledge  to  provide 
(through  medicare)  for  payment  of  medical  and  health  services,  an 
abridgment  of  States  rights,  and  a  denial  of  freedom  of  choice  by 
American  citizens. 

( Apps.  I  and  II  referred  to  follow :) 
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APPENDIX  I 

Education  Requirements  for  Licensure  as  Doctor  of  Chiropractic 

i.  chiropractic  educational  requirements 

The  chiropractic  doctor  is  educated  in  chiropractic  principles  and  practice, 
anatomy,  biochemistry,  microbiology,  pathology,  physiology,  public  health,  diag- 
nosis and  x-ray,  clinical  disciplines,  and  related  health  sciences.  Beginning  with 
these  basic  subjects,  the  chiropractic  student  spends  a  major  part  of  the  first 
two  years  (of  a  four-year  course — not  less  than  4200  clock  hours)  in  mastering 
these  fundamentals.  The  remaining  two  years  are  devoted  to  practical  or  clin- 
ical studies  dealing  with  the  diagnosis  and  treatment  of  disease,  and  working 
with  patients  in  applying  chiropractic  principles  and  gaining  experience  of 
practice.  Approximately  one-half  of  the  time  of  the  last  two  years  is  spent  in 
the  clinics  of  the  college  of  his  choice. 

2.  pre-professional  education 

In  twenty-six  states,  the  minimum  educational  requirements  include  at  least 
two  years  of  pre-chiropractic  college  work.  Within  a  short  time,  this  pre-profes- 
sional preparation  is  expected  to  extend  throughout  the  United  States  and 
Canada.  Over  fifty  percent  of  all  students  enrolled  in  approved  chiropractic 
colleges  have  from  one  to  four  years  of  preliminary  college  training. 

3.    STATE   EXAMINING  BOARDS 

Each  state  has  a  State  Examining  Board  composed  of  doctors  of  chiropractic. 
In  a  few  states,  there  are  composite  boards  of  doctors  of  chiropractic  and 
doctors  of  medicine. 


APPENDIX  II 

Proposed  Amendment  to  H.R.  5710  To  Include  Chiropractic  Services  in 

Medicare 

1.  section  127,  page  55,  line  23 

After  the  word  "or,"  insert  the  following:  ",  chiropractors'  services" 

Note:  line  23  would  then  read  as  follows:  "services"  the° following :  ",  chiro- 
practors' services  or  podiatrists'  services" 

2.  Page  56,  between  lines  7  and  8,  insert  the  following  new  subsection : 
"Chiropractors'  Services 

"(aa)  The  term  'chiropractors'  services'  means  services  performed  by  a 
chiropractor,  but  only  with  respect  to  functions  which  he  is  legally  authorized 
to  perform  as  a  chiropractor  by  the  State  in  which  he  performs  them." 

Mr.  Watts  (presiding).  We  thank  you,  sir,  for  your  fine  statement. 
Is  there  anybody  else  with  you  that  has  any  statement  ? 
Mr.  Erbe.  No,  sir. 
Mr.  Watts.  Any  questions  ? 

We  certainly  thank  you.  Your  statement  will  be  given  every  con- 
sideration by  the  committee. 

Mr.  Erbe.  Thank  you,  sir.  I  would  like  to  express  our  apprecia- 
tion for  the  invitation  to  appear.    Thank  you,  sir. 

(The  following  supplements  to  Mr.  Erbe's  statement  were  received 
by  the  committee :) 

Supplement  A 

Florida  Industrial  Commission  Data  on  Comparative  Costs  of  Services  by 
Chiropractors  and  Medical  Doctors 

1.  In  1960  a  study  was  made  of  the  workmen's  compensation  records  of  the 
Floriday  Industrial  Commission.  The  report  was  entitled  "A  Survey  and  Anal- 
ysis of  the  Treatment  of  Sprain  and  Strain  Injuries  and  Industrial  Cases. 
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2.  The  purpose  of  the  research  was  to  compare  the  (1)  average  treatment 
costs,  (2)  worktime  losses,  and  (3)  services  rendered  per  case  for  back  injuries, 
as  treated  by  chiropractors  and  medical  doctors. 

3.  The  study  covered  19,666  individual  cases,  and  was  checked  at  each  stage 
by  the  First  Research  Corporation,  a  nationally  recognized  and  independent  re- 
search organization. 

4.  The  findings  are  that  as  to  sprains  and  strains  of  the  neck,  spinal  column- 
vertebrae  and  back : 


Handled  by- 

Chiropractor 

Medical 
doctor 

(A)  The  cost  of  the  average  case  was  as  follows: 

Total  treatment  costs     __ 

$51 
9 

$65 
37 

Compensation  costs...   .                                      ...    - 

Total  

60 

102 

(B)  The  average  worktime  lost  (days)   _ 

3 

9 

5.  Thus,  when  a  sprain  and  strain  case  was  handled  by  a  medical  doctor 
rather  than  a  chiropractor — 

(A)  Treatment  costs  averaged  27.5%  more. 

(B)  Compensation  costs  averaged  311%  more. 
(O)  Worktime  losses  averaged  300%  more. 

6.  Benefits  from  chiropractic  care  in  such  cases — 

(A)  Reduced  medical  costs. 

(B)  Reduced  compensation  costs. 

( C)  Reduced  loss  of  salary  and  pain  to  employee. 

(D)  Reduced  loss  of  manpower  to  employer. 

Supplement  B 


Summary  of  average  cost  per  case  under  chiropractic  care  and  all  professions 


Source  of  information 

Cost  under 
chiropractic 
care 

Medical 
cost,  all 
professions 

California: 

Old-age  security    

$33.31 
39. 14 
45. 12 

131.29 
51.00 
20.82 

$76. 67 
81. 32 
121.68 
166.97 
61.77 
31.67 

Aid  to  the  blind    

Aid  to  needy  disabled  

Auto  injuries  

Florida:  Back  injuries  

Colorado:  Back  injuries  

Source:  H.  G.  Higley,  "Cost  of  Chiropractic  Services"  (unpublished,  September  1966),  p.  8. 


Mr.  Watts.  The  next  witness  is  Mr.  George  L.  Quisno  and  Mr. 
Everett  A.  Wogan.  Come  around,  gentlemen.  One  of  our  colleagues, 
the  Honorable  Clarence  E.  Miller,  of  Ohio,  was  very  desirous  of  being 
here  this  morning  and  asked  me  to  convey  his  regrets  to  you  that  he  was 
unable  to  be  here  today  and  introduce  you  fine  gentlemen.  I  know  he 
planned  to  be  here,  but  he  had  to  go  back  to  his  district.  He  never- 
theless wanted  you  to  know  that  he  appreciates  your  taking  the  time 
to  come  here  and  present  your  views  to  the  committee.  He  knowys  that 
your  statement  will  be  very  helpful  to  the  committee's  consideration 
of  the  medicare  program. 

So  you  are  both  recognized  and  you  may  proceed  as  you  desire. 
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STATEMENT  OF  GEORGE  L.  QTJISNO,  HILLTOP  LABORATORIES,  CIN- 
CINNATI, OHIO,  AND  EVERETT  A.  WOGAN,  WOGAN  LABORA- 
TORIES, LANCASTER,  OHIO 

Mr.  Quisno.  Thank  you,  sir. 

Mr.  Wogan.  Thank  you.  Mr.  Chairman,  we  will  try  to  make  this 
real  short. 

Mr.  Watts.  All  right.     You  use  your  own  judgment  about  it,  sir. 
Mr.  Wogan.  When  we  get  through  we  would  hope  that  there  might 
be  some  questions  from  some  of  the  committee  members. 
Mr.  Watts.  All  right,  sir. 

Mr.  Wogan.  I  am  here  as  an  individual  operating  a  laboratory  to 
speak  on  the  House  bills  H.R.  6675  and  H.R.  5710  as  proposed  as  it 
has  to  do  with  laboratory  directors.  My  name  is  Everett  A.  Wogan. 
I  will  read  this  because  it  was  prepared  for  me. 

Mr.  Watts.  Yes,  sir. 

Mr.  Wogan.  I  am  appearing  before  your  committee  as  the  owner 
and  operator  of  a  clinical  laboratory  for  the  past  21  years,  located 
presently  at  401  East  Main  Street,  Lancaster,  Ohio.  My  education 
and  training  in  the  clinical  laboratory  field  dated  from  1941  when  I 
attended  and  graduated  from  the  Medical  Field  Service  School,  Fort 
Sam  Houston,  San  Antonio,  Tex. 

I  might  deviate  just  a  minute  here.  I  still  have  the  manual  that 
my  good  friend  back  here,  Mr.  Haskins,  was  talking  about  in  the 
laboratory  today. 

Upon  satisfactorily  completing  the  Army's  training  program,  I  be- 
came director  of  the  clinical  laboratory  at  Foster  Field,  Victoria,  Tex., 
where  I  remained  until  discharged  from  the  service  4  years  later.  I 
then  returned  to  my  hometown  of  Lancaster.  Ohio,  sought  and  ob- 
tained the  necessary  financial  backing  to  open  by  own  clinical  labora- 
tory where  I  am  still  engaged  in  business. 

This  laboratory,  under  my  continuous  direction  and  supervision, 
has  passed  every  State  and  National  proficiency  testing  program  to 
which  it  has  been  subjected,  and  has  earned  the  faith  and  confidence 
of  public  health  officials  and  physicians  within  a  radius  of  40  miles 
of  my  place  of  business. 

My  clientele  includes  approximately  80  practicing  physicians,  the 
Lancaster  Department  of  Health,  the  Fairfield  County  Health  Service 
and  the  Veterans'  Administration.  I  have  attempted  to  follow  scru- 
pulously all  health  and  safety  requirements  and  the  ethics  of  my  pro- 
fession. My  community  and  the  surrounding  area  from  which  my 
business  has  grown  has  an  acute  need  for  the  testing  services  which 
are  being  performed  at  the  Wogan  Laboratory. 

Nevertheless,  because  I  am  not  a  college  graduate,  under  the  regula- 
tions recently  adopted  by  the  Secretary  of  Health,  Education,  and 
Welfare,  my  laboratory  cannot  be  accredited  to  perform  the  clinical 
tests  which  are  part  of  the  medicare  program. 

I  want  to  deviate  right  here — unless  I  pass  a  written  examination.  I 
am  not  alone  in  this  dilemma.  Many  reputable,  first-rate  clinical 
laboratories  across  this  land  are  owned  and  operated  by  directors  who 
do  not  possess  the  educational  requirements  which  have  been  imposed 
by  the  Secretary  of  Health,  Education,  and  Welfare  pursuant  to  au- 
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thority  delegated  to  him  by  the  Congress  last  year.  There  has  not 
been  called  to  my  attention  any  other  instance  when  an  appropriate 
"grandfather"  clause  has  not  accompanied  governmental  regulations  in 
a  new  field. 

All  that  I  ask  for  myself  and  for  the  others  in  a  similar  situation — 
and  there  are  many — is  that  we  be  permitted  to  continue  to  render 
clinical  laboratory  testing  for  the  medical  profession  and  for  health 
authorities  in  those  areas  where  we  have  proven  by  experience  that 
we  are  qualified  to  render  such  services. 

In  that  regard,  I  endorse  the  proposal  which  I  understand  will  be 
made  by  Bernard  I.  Diamond  in  his  official  presentation  on  behalf  of 
the  American  Association  of  Bioanalysts. 

And,  Mr.  Chairman,  on  behalf  of  myself  and  Mr.  Quisno  we  want 
to  thank  you  and  your  committee  for  the  privilege  to  appear  before 
your  committee  today. 

Mr.  Watts.  Does  the  other  gentleman  have  a  statement  ? 

Mr.  Wogan.  No,  sir. 

Mr.  Watts.  We  certainly  thank  you  for  calling  this  to  our  atten- 
tion. Are  there  any  questions  ? 

It  seems  to  me  I  have  a  little  familiarity  with  this.  Do  they  require 
that  you  have  a  doctor  connected  with  the  laboratory  ?  Is  that  what  the 
educational  requirement  is  ? 

Mr.  Wogan.  The  minimum  is  a  bachelors  degree  I  believe. 

Mr.  Watts.  Bachelor's  degree  in  what  ? 

Mr.  Wogan.  The  minimum  is  a  bachelor  degree  with  6  years  ex- 
perience right  now.  This  is  a  minimum  going  in,  to  qualify  without 
taking  the  written  examination* 

Mr.  Watts.  That  doesn't  require  a  medical  education?  Does  it 
require  that  just  the  head  of  the  laboratory  have  that,  or  just  one 
person  in  your  laboratory,  or  what  ? 

Mr.  Quisno.  The  director  must  have  these  qualifications. 

Mr.  Watts.  And  your  idea  is  that,  since  you  have  been  performing 
these  services  and  other  laboratories  have  been  performing  them  satis- 
factorily over  the  years,  a  change  in  the  rules  of  the  game  is  not 
exactly  fair? 

Mr.  Quisno.  That  is  right. 

Mr.  Wogan.  It  is  immaterial  to  us  whether  the  regulations  are 
changed  that  are  written  up  or  the  law  is  changed  itself  as  long  as 
the  regulations  can't  be  reversed  next  year. 

Mr.  Watts.  Does  this  bachelor's  degree  have  to  be  in  the  field  of 
laboratory  work? 

Mr.  Wogan.  Yes,  sir. 

Mr.  Quisno.  Chemistry,  physics,  the  biological  sciences. 
Mr.  Watts.  We  certainly  thank  you  for  appearing  and  I  assure 
you  we  will  discuss  this  at  the  appropriate  time. 
Any  questions  of  these  gentlemen  ? 

Mr.  Burke.  I  would  like  to  ask  how  many  of  these  clinical  labora- 
tories are  there  around  the  country  ? 

Mr.  Wogan.  It  is  so  hard  to  tell  because  a  lot  of  States  don't  have 
even  a  registration  program. 

Mr.  Burke.  There  is  no  organization  representing  this  group  ? 

Mr.  Wogan.  Yes,  sir.  Mr.  Diamond,  I  think,  can  fill  you  in,  who 
will  be  following  me  I  think  next  here.    I  think  he  can  fill  you  in 
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on  the  number  of  laboratories,  but  really  in  the  State  of  Ohio  at  the 
present  time  we  have  no  regulations,  no  licensure  that  would  require  the 
registration  of  the  laboratory  so  they  don't  know  where  they  are  at, 
where  they  are  located,  what  kind  of  work  they  are  doing,  unless  they 
participate  under  a  voluntary  evaluation  program,  which  we  do,  to  be 
sure  we  are  doing  the  work  correctly. 

Mr.  Burke.  In  other  words,  there  is  no  set  standard  set  up.  Do 
you  know  of  any  States  that  have  any  regulations? 

Mr.  Wogan.  Oh,  yes,  sir ;  13  States,  I  think,  have  regulations  now. 
We  have  a  bill  just  about  ready  to  go  in  the  legislature  in  Ohio  at  the 
present  time.  I  would  hope  when  we  get  back  in  Columbus  tonight 
that  this  bill  will  be  ready. 

However,  this  will  be  the  14th  one,  that's  all. 

Mr.  Burke.  Thank  you. 

Mr.  Watts.  Thank  you,  that  is  all,  gentlemen. 

Mr.  Wogan.  Thank  you. 

Mr.  Watts.  The  next  witnesses  appear  on  behalf  of  the  Interna- 
tional Society  of  Clinical  Laboratory  Technologists,  Mr.  Tom  Robin- 
son and  Dr.  Stanley  Reitman. 

We  are  delighted  to  have  you.  Do  you  have  one  spokesman  ? 

STATEMENT  OF  TOM  ROBINSON,  PRESIDENT,  INTERNATIONAL 
SOCIETY  OF  CLINICAL  LABORATORY  TECHNOLOGISTS;  AND  DR. 
STANLEY  REITMAN,  MEMBER,  BOARD  OF  DIRECTORS,  AND  REIN 
J.  VANDER  ZEE,  WASHINGTON  COUNSEL 

Mr.  Robinson.  Two. 

Mr.  Watts.  You  may  proceed. 

Mr.  Robinson.  Mr.  Chairman,  I  would  like  to  introduce  Dr.  Reit- 
man and  Mr.  Vander  Zee  with  me. 
Mr.  Watts.  You  are  recognized. 

Mr.  Robinson.  Mr.  Chairman  and  members  of  the  House  Ways  and 
Means  Committee,  my  name  is  Tom  Robinson  and  in  addition  to  di- 
recting a  laboratory  in  my  home  town  of  Tulsa,  Okla.,  I  am  the  presi- 
dent of  the  International  Society  of  Clinical  Laboratory  Technolo- 
gists, an  organization  of  clinical  laboratory  personnel  with  almost  3,000 
members  residing  in  all  50  of  the  United  States. 

Our  society  maintains  its  administrative  offices  at  805  Ambassador 
Building,  St.  Louis,  Mo.  Appearing  with  me  this  morning  is  Dr. 
Stanley  Reitman,  a  practicing  physician  and  a  member  of  the  board  of 
directions  of  our  society.  Dr.  Reitman  resides  and  practices  medi- 
cine in  St.  Louis,  Mo. 

I  have  been  personally  active  in  the  clinical  laboratory  as  a  tech- 
nologist and  a  laboratory  director  for  over  16  years  and  I  was  for  6 
years  chief  laboratory  technologist  at  the  Oklahoma  Osteopathic  Hos- 
pital, Tulsa,  which,  incidentally,  is  the  second  largest  osteopathic  insti- 
tution in  the  United  States. 

Since  1957,  I  have  operated  the  Robinson  Laboratories  in  Tulsa. 
Dr.  Reitman  has  been  most  active  in  the  field  of  laboratory  medicine 
for  the  past  12  years  and  has  won  international  recognition  as  the  co- 
developer  of  one  of  the  most  widely  used  laboratory  techniques,  the 
Reitman-Frankel  transaminase  procedure.  This  is  for  diagnosing 
cardiac  problems. 
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In  addition,  Dr.  Reitman  has  been  most  active  in  the  training  of 
laboratory  personnel  as  a  director  of  one  of  the  oldest  schools  of  medi- 
cal laboratory  technology  in  the  United  States,  the  Gradwohl  School 
in  St.  Louis. 

We  wish  to  testify  on  H.R.  5710,  the  Social  Security  Amendments 
of  1967,  insofar  as  we  believe  these  amendments  should  be  modified  to 
correct  discriminatory  and  inadequate  regulations  propounded  by  the 
Social  Security  Administration  to  implement  the  Medicare  Act.  We 
shall  concentrate  on  those  provisions  which  apply  to  the  qualifications 
of  laboratory  technologists  and  technicians. 

First,  social  security  regulations  divide  clinical  laboratories  into 
three  categories : 

1.  Laboratories  in  private  physicians,  offices — for  which  there  are 
no  regulations  for  laboratory  personnel. 

2.  Hospital  laboratories — for  which  there  are  meaningless  regula- 
tions. 

3.  Independent  laboratories — for  which  discriminatory  and  inade- 
quate regulations  are  established. 

As  a  laboratory  director  in  both  hospital  laboratories  and  inde- 
pendent laboratories,  I  personally  cannot  see  why  there  should  be  a 
different  set  of  regulations  for  these  laboratories.  With  the  chair- 
man's permission,  I  would  like  to  ask  Dr.  Reitman  to  continue  our 
presentation. 

Mr.  Watts.  Dr.  Reitman. 

Dr.  Reitman.  Mr.  Chairman  and  members  of  the  committee,  as  Mr. 
Robinson  has  indicated,  the  Social  Security  Administration  has  di- 
vided laboratories  into  three  categories.  As  a  practicing  physician,  I 
insist  that  laboratory  tests  performed  should  be  in  the  same  order  of 
excellence  regardless  of  the  laboratory's  location  and  ownership.  To 
effectively  regulate  one  category  of  laboratories  is  grossly  discrimina- 
tory and  inadequate.  We  think  this  must  be  corrected. 

Another  area  of  great  concern  is  the  shortage  of  laboratory  person- 
nel. There  is  unequivocal  agreement  that  a  critical  shortage  of  such 
personnel  does  exist.  However,  despite  this,  the  social  security  regula- 
tions would  exclude  a  significant  number  of  clinical  laboratory  per- 
sonnel from  employment  in  the  independent  laboratory,  although  these 
very  same  individuals  are  permitted  to  work  for  some  5  years  under 
the  medicare  program. 

The  regulations  as  published  would,  after  June  30,  1967,  allow  only 
technologists  and  technicians  trained  under  the  American  Society  of 
Clinical  Pathologists  approved  programs  to  work  in  independent  lab- 
oratories. 

As  an  afterthought,  in  their  second  set  of  regulations,  the  Social 
Security  Administration  also  included  personnel  training  in  Armed 
Forces  schools.  In  the  Regulations  for  Independent  Laboratories, 
under  405.1315(b),  subparagraph  5  and  405.1315(d)  ,  subparagraph  4, 
Standards  for  Technologists  and  Technicians,  individuals  qualified  by 
reason  of  experience  as  of  July  1, 1966,  may  work  for  5  years  and  then 
as  of  July  1,  1971,  they  will  no  longer  be  acceptable  for  employment 
in  the  independent  laboratory  regardless  of  their  competence. 

In  addition,  graduates  of  private  schools  are  excluded  from  employ- 
ment in  an  independent  laboratory  despite  the  fact  that  thousands  of 
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these  individuals  are  presently  working  as  technologists,  and  attesting 
to  their  competence  are  innumerable  letters  from  laboratory  directors, 
including  many  pathologists. 

To  exclude  these  people  will  only  aggravate  an  already  acute  short- 
age, without  improving  patient  care.  In  my  opinion,  the  1-year 
American  Society  of  Clinical  Pathologists  assistance  program  of  on- 
the-job  training  is  far  inferior  to  formal  education  programs  such  as 
those  offered  by  many  private  schools  of  medical  technology. 

It  is  almost  inconceivable  that  the  Social  Security  Administration 
should  designate  these  individuals  as  laboratory  technicians,  when 
the  pathologists  who  developed  and  controlled  this  program  consider 
the  trainees  to  be  only  laboratory  assistants. 

One  further  comment:  We  think  this  committee  should  be  aware 
of  the  fact  that  according  to  the  Code  of  Ethics  of  the  Registry  of 
the  American  Society  of  Clinical  Pathologists,  their  registrants  are 
permitted  to  work  only  for  a  laboratory  directed  by  a  licensed  phy- 
sician. 

Therefore,  only  pathologists  and  other  licensed  physicians  could 
own  and  operate  independent  laboratories.  This  would  tend  to  per- 
petuate the  monopoly  which  the  U.S.  Department  of  Justice  charges 
already  exists  in  the  clinical  laboratory  field. 

One  of  the  concepts  of  the  entire  set  of  regulations  that  alarms  many 
is  that  a  Federal  agency  attempts  to  preempt  what  has  historically 
been  the  right  of  each  individual  State,  and  that  is  the  right  to  license 
the  individual  practitioners  of  a  profession  by  State  statute. 

Under  the  regulations,  the  Social  Security  Administration  super- 
imposes Federal  requirements  for  personnel  where  there  are  already 
licensing  statutes  in  existence.  Statutes  regulating  the  clinical  labor- 
atory already  exist  in  Alabama,  California,  Connecticut,  Florida, 
Hawaii,  Illinois,  Maryland,  New  Hampshire,  New  Jersey,  New  York, 
Pennsylvania,  and  Rhode  Island.  Many  other  States  are  now  con- 
sidering such  legislation  and  Mr.  Robinson  can  testify  on  the  situa- 
tion in  Oklahoma,  if  the  committee  should  desire. 

We  feel  the  Federal  Government  should  allow  the  States  to  effec- 
tively regulate  the  clinical  laboratory  personnel.  We  have,  through 
our  attorneys,  filed  our  objections  to  these  regulations  with  the  Honor- 
able Robert  M.  Ball,  Commissioner  of  the  Social  Security  Adminis- 
tration, the  last  instance  by  letter  on  January  14,  1967.  To  date  we 
have  not  received  any  indication  from  the  Social  Security  Adminis- 
tration that  our  objections  were  being  given  any  consideration. 

We,  therefore,  respectfully  request  that  this  committee  recommend 
to  the  Congress  that  by  legislative  action  they  establish  the  following 
conditions  for  participation  of  clinical  laboratories  in  the  health  in- 
surance for  the  aged  program : 

1.  That  one  set  of  regulations  be  established  for  all  clinical  labor- 
atories which  participate  in  the  program. 

2.  That  State  licensing  statutes  for  laboratories  and  personnel  where 
they  exist  shall  be  deemed  sufficient  for  participation  in  the  program. 
Provisions  should  also  be  made  for  States  which  enact  such  legisla- 
tion in  the  future. 

3.  For  technologists:  Formal  education  requirements  should  be  a 
baccalaureate  degree  in  a  science  closely  allied  to  the  medical  labora- 
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tory  field  and  in  addition  1  year  of  experience  in  a  clinical  laboratory 
subsequent  to  graduation. 

4.  Individuals  who  by  June  30, 1971,  have  achieved  at  least  10  years 
of  experience  as  a  clinical  laboratory  technologist  should  be  considered 
acceptable  as  such. 

5.  For  technicians :  Individuals  who  have  successfully  completed  a 
formal  course  of  instruction  equivalent  to  60  semester  hours  in  medical 
laboratory  technology  in  a  junior  college,  private  school,  or  Armed 
Forces  school  should  be  allowed  to  enter  a  laboratory  as  a  technician 
intern.  After  1  year  or  such  internship,  the  individual  shall  be  con- 
sidered qualified  as  a  clinical  laboratory  technician. 

6.  Individuals  who  by  June  30, 1971,  have  achieved  at  least  5  years 
of  work  experience  as  a  clinical  laboratory  technician  should  be  deemed 
qualified  as  such. 

I  would  like  to  take  this  opportunity  to  thank  the  chairman  and  the 
committee  for  the  privilege  of  being  heard. 

Mr.  Watts.  Thank  you  very  much  for  calling  our  attention  to  this. 
Any  questions  ? 

Mr.  Burke.  I  would  like  to  ask  a  question. 

Mr.  Watts.  Mr.  Burke. 

Mr.  Burke.  Why  is  it  that  the  clinical  laboratories  haven't  peti- 
tioned the  various  legislatures  down  through  the  years  to  set  up  mini- 
mum standards? 

Dr.  Reitmax.  As  I  understand  the  question,  why  haven't  the  clini- 
cal laboratories  through  the  years  

Mr.  Burke.  Why  haven't  they  voluntarily  on  their  own  part  for 
the  protection  of  the  public  seen  to  it  that  a  set  of  minimum  standards 
were  set  up  ? 

Dr.  Reitmax.  This  is  a  question  I  honestly  can't  answer,  since  I 
am  representing  a  society  of  technologists  rather  than  the  laboratories. 
I  don't  know  why  the  laboratories  themselves  haven't  requested  State 
licensure  or  requested  State  legislatures  to  do  something  of  this  sort. 

Our  society  is  a  relatively  new  one,  is  approximately  5  years  old. 
and  from  its  inception  it  has  been  one  of  our  primary  goals  to  seek 
State  licensure  of  medical  laboratory  personnel  and  we  have  gone  be- 
fore the  legislatures. 

In  fact,  as  I  indicated,  Mr.  Robinson  is  actively  participating  with 
a  group  now  seeing  State  licensure  for  their  personnel  in  Oklahoma. 
A  member  of  our  organization,  a  Mr.  William  Jaegers,  in  Missouri,  so 
I  can  only  speak  for  the  organization  which  I  represent  and  we  have 
since  its  inception  sought  such  State  licensure. 

Mr.  Burke.  I  notice  that  Massachusetts  is  not  included  as  one  of  the 
States  regulating  clinical  laboratories  and  I  am  surprised  because 
the  State  has  such  a  medical  background. 

Do  you  know  whether  there  is  any  legislation  pending  in  Massa- 
chusetts on  this  matter  ? 

Dr.  Reeoiax.  Mr.  Robinson  informs  me  that  there  is.  This  is  be- 
cause I  think  one  of  the  activities  of  our  society  has  been  to  try  to  get 
legislation  in  actually  the  50  States  of  the  United  States  so  that  there 
is  some  activity  in  almost  every  State  at  the  present  time  and  a  good 
deal  of  this  has  been  brought  about  because  we  feel  that  this  is  the  best 
way  and  really  the  only  way  that  the  public  interest  can  be  thoroughly 
protected. 
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Mr.  Burke.  Thank  you.  That  is  all,  Mr.  Chairman. 
Mr.  Watts.  Are  there  any  other  questions  ? 
Thank  you,  gentlemen. 
Mr.  Robinson.  Thank  you. 

Mr.  Watts.  The  next  witness  Avill  be  Dr.  Conley,  former  executive 
director  of  the  National  Association  for  Practical  Nurse  Education 
and  Service. 

Come  around,  please.  We  are  delighted  to  have  you  before  the  com- 
mittee. Give  your  full  name  and  title  to  the  reporter,  please.  Then 
you  may  proceed. 

STATEMENT  OF  DR.  VERONICA  CONLEY,  FORMER  EXECUTIVE 
DIRECTOR,  NATIONAL  ASSOCIATION  FOR  PRACTICAL  NURSE  ED- 
UCATION AND  SERVICE,  ACCOMPANIED  BY  JOHN  K.  PICKENS, 
GENERAL  COUNSEL 

Dr.  Conley.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Dr.  Veronica  L.  Conley  of  92004  Barden  Road,  Bethesda,  Md.  I  am 
accompanied  by  John  K.  Pickens,  general  counsel  for  the  National  As- 
sociation for  Practical  Nurse  Education  and  Service. 

I  am  the  executive  editor  of  the  Journal  of  Practical  Nursing  and 
former  executive  director  of  the  National  Association  for  Practical 
Nurse  Education  and  Service,  Inc.  (1962-65).  Previous  to  this  posi- 
tion, I  was  employed  for  15  years  by  the  American  Medical  Association 
in  its  division  on  therapy  and  research.  During  this  time,  I  estab- 
lished the  Department  of  Nursing  of  the  American  Medical  Associa- 
tion and  became  its  first  director. 

Prior  thereto,  I  was  instructor  in  nursing  at  Ohio  State  University, 
and  during  World  War  II  was  in  the  USNR  Nurse  Corps  as  an  in- 
structor in  Hospital  Corps  School. 

I  am  a  registered  nurse  with  a  Ph.  D.  in  adult  education.  I  received 
my  bachelor  of  arts  degree  from  Boston  University,  followed  by  a 
master  of  nursing  degree  from  Yale  University.  After  2  years  of 
service  in  the  USNR  Nurse  Corps  during  World  War  II,  I  matriculated 
at  the  University  of  Chicago  and  earned  my  master  of  arts  and  doctor 
of  philosophy  from  that  university. 

Mr.  Chairman,  I  shall  not  read  my  statement  but  will  present  a 
summary. 

Mr.  Watts.  You  may  summarize  it,  but  the  statement  will  appear 
in  the  record  in  full. 

Dr.  Conley.  Thank  you.  Condition  Y — regarding  nursing  serv- 
ices— of  the  "Conditions  of  Participation''  under  title  XVIII  promul- 
gated by  the  Department  of  Health,  Education,  and  Welfare,  requires 
that  a  licensed  practical  nurse  who  is  in  charge  of  a  shift,  that  is,  a 
supervisor  of  a  shift,  must  be  a  graduate  of  a  State  approved  school 
of  licensed  practical  nursing. 

The  purpose  of  my  statement  is  to  present  reasons  why  the  licensed 
practical  nurse,  or  LPN  as  she  is  called,  who  received  that  license  by 
Avaiver  should  be  considered  as  qualified  under  certain  circumstances 
to  assume  supervisor  responsibility. 

First,  it  should  be  pointed  out  that  practical  nurses  licensed  by 
waiver  were  licensed  by  the  respective  States  only  after  evaluation 
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by  the  appropriate  State  agency,  usually  the  State  board  of  nursing. 
License  by  waiver  implied  recognition  by  individual  States  of  the 
principle  of  equivalency  between  training  and  prolonged  experience  in 
learning  situations. 

Second,  licensed  practical  nurses  by  waiver  have  consistently  shown 
an  eagerness  for  continuing  education.  Many  have  taken  extension 
and  other  courses.  For  example,  State  practical  nursing  associations 
have  sponsored  over  the  years  courses  of  64  hours,  240  hours,  and 
360  hours  specifically  for  the  waivered  licensed  practical  nurse.  These 
courses  in  addition  to  the  years  of  experience  make  many  LPN's  by 
waiver  as  qualified,  and  perhaps  even  better  qualified,  geriatric  nurses 
than  a  recent  graduate  of  a  State  approved  school  who  has  had  little 
or  no  experience. 

This  is  not  a  criticism  of  a  teenager  who  has  recently  graduated 
from  a  State  approved  school  to  say  that  in  most  instances  she  neither 
possesses  the  patience  nor  tolerance  toward  the  elderly  and  often  not 
the  skills  which  more  mature  women  possess.  There  are  also  a  rela- 
tively high  number  of  men  among  waived  licensed  practical  nurses, 
many  of  whom  prefer  geriatric  nursing. 

Third,  a  proportion  of  practical  nurses  licensed  by  waiver  have  a 
longer  formal  education  period  than  the  current  1-year  practical  nurse 
program.  These  are  the  women  who  originally  matriculated  in 
schools  of  professional  nursing  and  who  for  reasons  of  marriage,  fi- 
nances, and  perhaps  ill  health  had  to  drop  out.  These  women  were 
often  highly  motivated  toward  caring  for  the  sick  and  when  the 
opportunity  presented  itself  for  licenses  as  a  practical  nurse  by  waiver 
they  obtained  such  a  license. 

There  is  no  precise  figure  on  the  percentage  of  such  women  among 
waived  LPN's,  but  it  may  be  as  high  as  one-fifth  of  the  total. 

Fourth,  others  among  the  waived  LPN's  attended  schools  of  practical 
nursing  before  the  State  had  established  licensure  for  practical  nurses 
and  before  a  system  of  State  approval  of  their  educational  programs 
had  been  established.  These  schools  before  State  approval  programs 
existed  may  have  had  national  accreditation.  For  example,  the  Dis- 
trict of  Columbia  did  not  provide  licensure  of  practical  nurses  until 
1960  and  therefore  had  no  State  approval  of  schools  until  that  date. 
Although  two  schools  at  least  in  the  District  were  nationally  accredited 
the  graduates  of  these  schools  prior  to  1960  are  licensed  by  waiver. 

I  should  add  here  for  clarification  that  48  States  use  the  term 
"licensed  practical  nurse,"  while  California  and  Texas  use  the  term 
"licensed  vocational  nurse." 

However,  in  this  statement  when  I  use  LPN  for  licensed  practical 
nurse  I  mean  licensed  vocational  nurse  as  well. 

It  seems  unfair  that  a  qualified  waivered  licensed  practical  nurse 
should  be  precluded  from  acting  as  a  shift  supervisor.  If  an  LPN 
has  served  as  a  shift  supervisor  and  has  passed  a  standard  State  ex- 
amination, she  should  be  recognized  on  the  basis  of  her  ability.  It  has 
been  suggested,  by  many,  that  waivered  nurses  should  be  classified  on 
the  basis  of  their  waivers. 

Those  who  are  qualified  should  be  allowed  to  serve  as  shift  super- 
visors. The  regulations  of  the  Department  of  Health,  Education,  and 
Welfare  refuse  to  recognize  this.    Since  almost  50  percent  of  all 
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licensed  practical  nurses  are  waivered,  this  regulation  unnecessarily 
aggravates  the  shortage  of  licensed  practical  nurses.  Colorado  is  an 
example.  In  1965  Colorado  had  2,724  LPN's  licensed  by  examination 
and  2,600  licensed  by  waiver.  The  failure  to  fully  recognize  the  capa- 
bilities of  the  waivered  licensed  practical  nurse  handicaps  nursing 
homes  more  than  hospitals  as  frequently  licensed  practical  nurses  on 
the  second  and  third  shifts  are  the  only  nurses  on  these  shifts  or  these 
periods  of  duty. 

Accordingly,  the  nursing  home  would  be  forced  to  discharge  the 
Avaivered  LPN  and  attempt  to  find  such  nurses  who  are  graduates  of 
a  State  approved  school.    This  would  not  be  true  of  hospitals. 

As  a  temporary  expedient  HEW  issued  a  telegraphic  change  dated 
December  12,  1966,  a  copy  of  which  is  attached  to  my  statement. 
While  this  offers  a  welcome  temporary  relief,  it  does  not  change  the 
basic  need.  It  allows  the  waivered  nurse  to  serve  as  a  shift  super- 
visor, but  it  is  a  temporary  action.  The  conditions  do  not  classify 
waivered  licensed  practical  nurses  to  serve  on  the  basis  there  of  train- 
ing, ability,  experience,  or  knowledge. 

We  suggest  an  amendment  which  would  require  the  Secretary  to 
take  these  other  valid  factors  into  consideration  in  determining  the 
qualifications  of  licensed  practical  nurses. 

To  recapitulate,  (1)  the  waivered  licensed  i^ractical  nurse  is  almost 
always  a  mature  highly  motivated  person  who  is  often  as  qualified 
and  sometimes  better  qualified  by  experience  to  take  care  of  geriatric 
patients;  (2)  the  waivers  of  an  educational  requirement  for  licensure 
were  originally  given  by  individual  States  on  the  basis  of  generally 
accepted  criteria ;  (3)  a  great  proportion  of  the  LPN's  are  licensed  by 
waiver  today. 

In  many  States  as  high  as  50  percent  are  so  licensed.  To  preclude 
these  men  and  women  from  providing  supervisory  services  on  a  shift 
in  a  nursing  home  greatly  complicates  the  already  critical  manpower 
problem  in  such  facilities. 

In  conclusion,  we  proposed  that  section  1861  (j)  of  the  Social  Secu- 
rity Act,  as  amended,  be  amended  by  adding  at  the  end  of  said  sub- 
section the  following  new  paragraph : 

In  determining  the  qualifications  of  a  licensed  practical  or  licensed  vocational 
nurse  to  serve  as  a  shift  supervisor  in  tended  care  facilities,  or  any  similar 
duty  under  Title  XVIII  or  Title  XIX  hereof,  the  Secretary  shall  take  into  con- 
sideration the  total  education  and  training  (including  refresher  and  extension 
courses),  successful  completion  of  a  standard  state  board  examination,  ex- 
perience, ability  and  dedication  to  nursing  as  well  as  graduation  from  a  state 
approved  school  or  a  school  accredited  by  a  recognized  national  accrediting 
body. 

(The  statement  referred  to  follows :) 

Statement  of  Dr.  Veronica  L.  Conley,  Former  Executive  Director  and  Present 
Executive  Editor,  National  Association  for  Practical  Nurse  Education 
and  Service  (NAPNES) 

Mr.  Chairman  and  Members  of  the  Committee  : 

I  am  Veronica  L.  Conley,  Executive  Editor  of  the  Journal  of  Practical 
Nursing  and  former  Executive  Director  of  the  National  Association  for 
Practical  Nurse  Education  and  Service,  Inc.  (1962-65).  Previous  to  this  posi- 
tion, I  was  employed  for  fifteen  years  by  the  American  Medical  Association  in 
its  division  on  Therapy  and  Research.   During  this  time,  I  established  the  De- 
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partment  of  Nursing  of  the  American  Medical  Association  and  became  its  first 
director.  Prior  thereto,  I  was  instructor  in  nursing  at  Ohio  State  University,  and 
during  World  War  II  was  in  the  USNR  (NC)  as  an  instructor  in  Hospital  Corps 
School. 

I  am  a  registered  nurse  with  a  Ph.D  in  Adult  Education.  I  received  my 
bachelor  of  arts  degree  from  Boston  University,  followed  by  a  master  of  nursing 
degree  from  Yale  University.  After  two  years  of  service  in  the  USNR  (NC) 
during  World  War  II,  I  matriculated  at  the  University  of  Chicago  and  earned 
my  M.A.  and  Ph.D  from  that  institution. 

PROBLEM  OF  WAIVERED  LICENSED  PRACTICAL  NURSE 

Condition  V  (regarding  nursing  services)  of  the  "Conditions  of  Participation," 
under  Title  XVIII,  promulgated  by  the  Department  of  Health,  Education  and 
Welfare  (HIM  3,  3-66)  requires  that  a  licensed  practical  nurse  who  is  in  charge 
of  a  shift  (a  supervisor  of  a  shift)  must  be  a  graduate  of  a  state  approved  school 
of  licensed  practical  nursing. 

Many  who  are  presently  waivered  licensed  practical  or  licensed  vocational 
nurses  have  commenced  registered  professional  nursing  programs  of  3,  4  or  5 
years  in  length.  In  some  cases,  these  individuals  have  had  to  stop  their  R.N. 
courses  after  2,  5,  or  8  months  or  more  in  training  because  of  marriage,  lack 
of  finances  or  for  other  reasons.  At  this  point  many  of  them  have  then  obtained 
a  waiver  and  taken  the  state  examining  board  examination  for  licensed  practical 
nurses.  These  individuals  are  licensed  by  waiver  because  they  did  not  graduate 
from  a  state  approved  school  of  [licensed]  practical  nursing.  In  many  instances, 
these  nurses  have  had  a  longer  period  of  training  than  a  graduate  of  a  state 
approved  school. 

Until  the  last  few  years,  many  states  did  not  have  programs  with  approved 
schools.  During  this  period,  there  were  several  nationally  accredited  schools. 
The  standards  and  criteria  for  accrediting  these  schools  were  later  used  as  the 
basis  for  state  approval.  A  graduate  of  a  school  for  licensed  practical  nurses 
in  1960  which  was  not  state  approved  could  take  the  same  identical  course  and 
program  as  a  graduate  in  1961  (the  year  in  which  the  state  approval  program 
commenced.)  Both  took  and  passed  the  state  board  examination.  The  1960 
graduate  although  she  took  the  same  course  and  program  is  considered  to  be 
licensed  by  waiver,  whereas,  the  1961  graduate  is  not.  In  fact  it  was  not  until 
1960  that  the  District  of  Columbia  provided  licensure  for  practical  nurses. 

I  should  add  here,  for  clarification,  that  48  states  use  the  term  "licensed 
practical  nurses:"  California  and  Texas  use  the  term  "licensed  vocational 
nurses."  They  both  mean  the  same. 

In  many  instances,  waivered  licensed  practical  nurses  have  continued  to  take 
extension  and  other  courses.  Many  of  them  because  of  their  experience  are 
as  good  as.  and  in  many  cases,  are  better  geriatric  nurses  than  a  recent  graduate 
of  a  state  approved  school  who  has  had  little  or  no  experience.  It  is  not  a 
criticism  of  a  teenager  who  has  recently  graduated  from  a  State  approved  school 
to  say  that,  in  most  instances,  she  neither  possesses  the  patience  nor  tolerance 
toward  the  elderly  and  often  not  the  skills  which  more  mature  women  possess. 
There  are  also  a  relatively  high  number  of  men  among  waivered  licensed  prac- 
tical nurses,  many  of  whom  prefer  geriatric  nursing. 

It  should  be  pointed  out  here  that  practical  nurses  licensed  by  waiver  were 
licensed  by  the  respective  states  only  after  evaluation  by  the  appropriate  state 
agency — usually  the  State  Board  of  Nursing.  License  by  waiver  implied  recog- 
nition by  individual  states  of  the  principle  of  equivalency  between  training  and 
prolonged  experience  in  learning  situations. 

It  seems  unfair  that  a  qualified  waivered  licensed  practical  nurse  should  be 
precluded  from  acting  as  a  shift  supervisor.  If  an  LPN  has  served  as  a  shift 
supervisor  and  has  passed  a  standard  state  examination,  she  should  be  recognized 
on  the  basis  of  her  ability.  It  has  been  suggested,  by  many,  that  waivered  nurses 
should  be  classified  on  the  basis  of  their  waivers. 

Those  who  are  qualified  should  be  allowed  to  serve  as  shift  supervisors.  The 
regulations  of  the  Department  of  Health,  Education  and  Welfare  refuse  to  recog- 
nize this.  Since  almost  50%  of  all  licensed  practical  nurses  are  waivered,  this 
regulation  unnecessarily  aggravates  the  shortage  of  licensed  practical  nurses. 
Colorado  is  an  example  of  a  state  which  is  in  better  shape  than  others.  All 
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waivers  were  discontinued  in  1957  to  become  effective  July  1, 1958.  The  following 
table  shows  the  situation  as  of  July  1, 1965  : 

Licensed  by  examination  2,  724 

Endorsement   ( reciprocity )   591 

Licensed  by  waiver  2,  671 

Total  5,987 


It  handicaps  nursing  homes  more  than  hospitals  as  frequently  licensed  practical 
nurses  on  the  second  or  third  shifts  are  the  only  nurses  on  these  [shifts]  periods 
of  duty.  Accordingly,  the  nursing  home  would  be  forced  to  discharge  the 
waivered  licensed  practical  nurse  and  attempt  to  find  such  nurses  who  were 
graduates  of  a  state  approved  school.  This  would  not  be  true  in  a  hospital ! 

As  a  temporary  expedient,  HEW  issued  a  telegraphic  change  dated  Decem- 
ber 12,  1966,  a  copy  of  which  is  attached  hereto,  allowing  waivered  nurses  to 
serve  as  shift  supervisors.  The  conditions  are  unrealistic  and  do  not  classify 
waivered  licensed  practical  nurses  to  serve  on  the  basis  of  their  training,  ability, 
experience  or  knowledge.  We  suggest  an  amendment  which  would  require  the 
Secretary  to  take  these  other  valid  factors  into  consideration  in  determining  the 
qualifications  of  licensed  practical  nurses. 

Originally  Title  XIX  regulations  were  the  same  as  Title  XVIII  regulations. 
We  now  understand  that  the  Under  Secretary  has  proposed  new  regulations 
under  Title  XIX  which  provide  as  follows : 

"h.  The  facility  provides  24-hour  nursing  services  adequate  in  quality  and 
amount  to  meet  the  needs  of  the  patients  who  are  admitted  to,  and  remain  in, 
the  facility.  The  nursing  service  is  directed  by  a  registered,  professional  nurse 
who  is  employed  full  time  in  the  facility  and  is  responsible  for  the  total  nursing 
service.  At  all  times,  there  is  a  registered  professional  nurse,  or  a  licensed  prac- 
tical nurse  who  is  a  graduate  of  a  State  approved  school  of  practical  nursing,  in 
charge  of  the  nursing  service  except  that,  in  those  instances  in  which  a  licensed 
practical  nurse  who  is  not  a  graduate  of  an  approved  school  was  successfully  dis- 
charging the  responsibilities  of  a  charge  nurse  on  July  1,  1967,  such  nurse  may  be 
employed  in  this  capacity,  only  if  she  has  completed  training  satisfactory  to  the 
appropriate  State  licensing  authority r." 

We  have  the  same  objections  to  this  proposal.  We  do  not  want  a  so-called 
grandfather  clause  that  would  cover  all  licensed  practical  nurses,  irrespective  of 
their  background,  education  and  experience.  We  want  only  those  waivered 
LPN's  who  are  qualified  to  serve  as  shift  supervisors. 

We  propose  that  Section  1861  (j)  of  the  Social  Security  Act,  as  amended,  be 
amended  by  adding  at  the  end  of  said  sub-section  the  following  new  paragraph : 

"In  determining  the  qualifications  of  a  licensed  practical  or  licensed  voca- 
tional nurse  to  serve  as  a  shift  supervisor  in  tended  care  facilities,  or  any 
similar  duty  under  Title  XVIII  or  Title  XIX  hereof,  the  Secretary  shall  take 
into  consideration  the  total  education  and  training  (including  refresher  and 
extension  courses),  successful  completion  of  a  standard  state  board  examina- 
tion, experience,  ability  and  dedication  to  nursing  as  well  as  graduation 
from  a  state  approved  school  or  a  school  accredited  by  a  recognized  national 
accrediting  body." 

Mr.  Watts.  Thank  you  very  much  for  your  statement. 
Are  there  any  questions  ? 
Mr.  Ullman.  Mr.  Chairman. 
Mr.  Watts.  Mr.  Ullman. 

Mr.  Ullman.  You  did  a  fine  job  of  presenting  your  case.   Tell  me 
is  this  a  problem  in  all  of  the  States? 
Dr.  Conley.  Yes,  it  is,  Mr.  Congressman. 
Mr.  Ullman.  In  all. 

Dr.  Conley.  You  mean  the  problem  of  waivered  LPN's  in  a  super- 
visory capacity? 
Mr.  Ullman.  Yes. 

Dr.  Conley.  Yes,  sir.  It  is  more  serious  in  some  than  in  others, 
however. 
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Mr.  Ullmax.  Because  the  State  laws  treat  the  matter  different!}*, 
is  that  right? 

Dr.  Conley.  Because  the  supply  is  different  in  some  States.  There 
are  more  EN's,  for  example,  in  some  States  than  in  others.  The  pro- 
portion of  EN's  to  LPN's  is  different  in  some  States. 

Mr.  ITll:\ian.  But  it  is  a  problem. 

Dr.  Conley.  It  is  a  serious  problem  throughout  the  country,  yes. 

Mr.  Pickens.  Congressman,  you  see,  the  waiver  comes  about  be- 
cause of  the  fact  I  will  say  approximately  20  years  ago  there  was  no 
licensure  of  practical  or  vocational  nurses.  Then  most  of  the  States 
first  adopted  permissive  licensure,  and  at  that  time  in  order  to  be  a 
valid  provision  the  feeling  was  generally  that  for  a  year  they  had  to 
waiver  nurses  that  were  not  graduates  of  State  approved  schools,  but 
who  could  pass  the  State  examination. 

Then  you  went  into  a  second  phase  where  many  of  these  States 
went  from  permissive  licensure  of  practical  and  vocational  nurses  to 
mandatory  licensure,  and  I  think  you  have  legislation  in  two  States 
this  year — the  only  two  that  I  can  recall  are  Colorado  and  West  Vir- 
ginia— which  are  now  going  from  permissive  licensure  to  mandatory 
licensure,  and  because  of  the  feeling  I  suppose  of  the  legal  profession 
they  do  have  these  so-called  grandfather  clauses.  They  are  not  truly 
grandfather  clauses,  but  they  do  give  candidates  a  year  who  have  not 
graduated  from  a  State  approved  school  to  take  the  State  examination 
upon  a  showing  of  experience,  background,  education  and  this  sort  of 
thing,  but  in  almost  every  instance  the  licensed  nurse  by  waiver  takes 
the  same  standard  State  examination  as  the  graduate  of  the  State 
approved  school. 

Mr.  Ullman.  Thank  you. 

Mrs.  Stephens.  Mr.  Chairman.  I  am  Mrs.  Nell  May  Stephens 
from  Georgia,  a  registered  LPN.  I  have  been  working  in  the  District 
of  Columbia  for  the  past  15  years. 

Mr.  Watts.  Madam,  we  have  a  regular  order  of  procedure  here  and 
if  you  are  not  a  witness  

Mrs.  Stephens.    If  I  may  ask  you  to  correct  his  statement  

Mrs.  Watts.  Please  sit  down  and  consult  the  clerk  at  an  appropriate 
time.  Is  she  connected  with  your  organization  ? 

Mr.  Pickens.  No,  sir. 

Mrs.  Stephens.  I  would  like  to  correct  this  statement. 

Mr.  Watts.  You  don't  have  any  right  to  ask  any  questions.  Will 
somebody  escort  this  lady  out. 

Mrs.  Stephens.  No,  sir,  you  don't  need  to  do  that.  I  was  examined, 
licensed,  and  registered  by  the  State  of  Tennessee  in  1946. 

Mr.  Watts.  If  you  want  to  testify  before  this  committee  you  should 
appear  before  the  clerk  and  get  permission. 

Mrs.  Stephens.  I  would  like  to. 

Mr.  Watts.  Mr.  Clerk,  will  you  see  that  this  lady  stops  interrupting 
the  hearing  ? 

Mr.  Burke.  Mr.  Chairman,  may  I  suggest  that  somebody  take  her 
over  to  the  office  and  show  her  how  to  apply. 

Mr.  Watts.  If  she  wants  to  testify  we  will  give  her  time  to  appear 
before  this  committee. 

(Mrs.  Stephens'  subsequent  prepared  statement  is  printed  at  p.  2452 
of  the  hearing.) 
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Mr.  Watts.  Mr.  Collier. 

Mr.  Collier.  Dr.  Conley,  at  the  risk  of  pleading  ignorance  in  this 
area,  what  is  the  schooling  now  required  for  a  registered  nurse  ?  Let's 
take,  for  example,  a  young  lady  who  has  completed  her  4  years  high 
school  work.  What  is  now  required  in  the  so-called  non-waiverable 
cases  in  education  to  become  a  practical  nurse  ? 

Dr.  Conley.  The  average  course  of  study  is  1  year  and  in  two  States 
the  course  of  study  is  18  months.  Massachusetts  is  one  of  the  States. 
But  it  is  a  1-year  course,  in  "which  time  the  orientation  is  always  on  the 
direct  patient  care.  However,  they  do  get  a  great  deal  of  academic 
background  as  well  in  medical  and  surgical  nursing,  obstetrics,  pedia- 
trics, of  course  the  basic  sciences,  and  so  forth. 

Mr.  Collier.  It  is  either  1  year  or  18  months  generally  ? 

Dr.  Conley.  One  year. 

Mr.  Collier.  Are  the  equivalency  standards  that  are  set  up  by  the 
States  by  which  the  waiver  is  granted  generally  uniform  ? 
Dr.  Conley.  No,  they  are  not. 

Mr.  Collier.  They  are  not  uniform.  What  would  be  the  number 
of  years  of  experience,  let's  say,  all  other  things  being  equal,  that  would 
be  required  before  a  nurse  could  receive  a  waiver  to  become  eligible  to 
take  her  State  examination  ? 

Dr.  Conley.  It  could  be  as  low  as  2  or  3  years. 

Mr.  Collier.  Two  or  three  years. 

Dr.  Conley.  Yes,  sir. 

Mr.  Collier.  You  are  aware,  I  am  sure,  of  the  fact  that  the  Depart- 
ment of  Health,  Education,  and  Welfare  is  presently  funding  training 
programs  for  practical  nurses  in,  well,  in  my  own  district  in  a  high 
school.  Since  this  matter  never  arose  before  I  don't  have  the  answer 
and  will  find  out  later,  but  are  you  familiar  with  these  courses  and  do 
these  replace  what  the  normal  schooling  requirements  would  be  for 
anLPN? 

Dr.  Conley.  Are  these  the  manpower  programs  ?    Is  that  what  you 
are  referring  to? 
Mr.  Collier.  Yes. 

Dr.  Conley.  These  prepare  men  and  women  to  take  the  licensing 
exam.    It  is  a  1-year  program. 

Mr.  Collier.  A  1-year  program. 

Dr.  Conley.  Yes.  They  are  excellent  programs  also. 

Mr.  Collier.  I  am  sure  they  are.  I  am  sure  that  this  was  one  of  the 
finest  programs  of  its  nature  in  my  district,  but  I  am  just  trying  to 
figure  out  with  the  length  of  the  course  involved  in  these  cases  whether 
they  would  be  able  to  do  the  job  which  a  full-time  student  working  in 
a  regular  school  would  be  able  to  accomplish  ? 

Dr.  Conley.  Well,  they  must  put  in  the  same  number  of  hours  if 
we  are  talking  about  the  same  thing. 

Mr.  Collier.  Then  I  would  assume  that  these  nurses  who  attend 
these  schools  under  the  Manpower  Training  Act  that  is  funded  by  the 
Department  of  Health,  Education,  and  Welfare  would  not  need  to 
secure  a  waiver. 

Dr.  Conley.  No. 

Mr.  Collier.  Just  one  other  question.  In  the  area  of  the  so-called 
male  practical  nurses,  I  think  you  are  probably  aware  of  the  fact  that 
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there  is  a  tremendous  shortage  of  this  type  of  help,  particularly  in  our 
veterans'  hospitals.  This  shortage  has  become  almost  critical  because 
of  the  physical  limitations  many  times  of  female  practical  nurses  in 
moving  spinal  patients  and  so  on.  There  are  a  sizable  number  of  male 
nurses  who  are  securing  waivers  today. 

Dr.  Conley.  I  am  sorry  I  do  not  have  the  file.  I  do  know  that 
there  are  more  male  nurses  in  the  schools,  practical  nurses,  than  in  the 
schools  of  professional  nursing. 

Mr.  Collier.  Because  of  the  shortage  the  Veterans'  Administration 
is  presently  waiving  certain  requirements. 

Dr.  Conley.  We  have  been  very  concerned  with  the  graduates  of  the 
schools,  the  Army  schools,  the  medical  specialists,  who  in  some  States 
may  not  be  licensed,  you  see,  even  on  the  basis  of  their  Army  course, 
and  we  have  been  working  with  the  Army  on  this  problem. 

In  certain  States  this  course  will  be  accepted  for  licensure,  but  in 
other  States  it  will  not. 

Mr.  Collier.  Just  one  final  question.  I  saw  some  figures  perhaps 
as  far  back  as  4  or  5  years  ago.  Presently  what  is  the  shortage  of 
practical  nurses  as  near  as  can  be  estimated  across  the  country  ? 

Dr.  Conley.  The  Surgeon  General's  report,  if  I  recall  correctly, 
stated  that  by  1970  we  would  need  350,000  licensed  practical  nurses. 
We  now  have  about  280,000. 

Mr.  Collier.  Actually  going  up  almost  100,000  in  5  years. 

Dr.  Conley.  Yes ;  4  or  5  years. 

Mr.  Collier.  Four  or  five  years. 

Dr.  Conley.  We  graduated  practically  22,000  last  yefctr,  22,000 
from  the  schools,  but  we  are  getting  a  great  many  also  in  by  waiver. 
The  State  of  Pennsylvania,  for  example,  has  a  waiver  period  at  the 
present  time. 

Mr.  Collier.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Watts.  Dr.  Conley,  may  I  ask  you  one  or  two  questions  ? 

How  manv  States  now  have  licensing  of  practical  nurses?  All 
of  them? 

Dr.  Conley.  All  States,  50. 

Mr.  Watts.  The  waiver  situation  came  about,  I  understand,  when 
the  States  first  adopted  licensing  because  if  they  hadn't  there  wouldn't 
have  been  anybody  to.  operate  as  a  practical  nurse. 

Therefore,  they  had  to  look  over  those  people  who  had  certain 
qualifications  and  rather  than  wait  for  the  examination  they  granted 
them  a  waiver  when  they  needed  them. 

Do  all  the  States  continue  to  grant  waivers  now  that  there  is  a 
method  of  examination  ? 

Dr.  Conley.  When  they  open  up  the  law,  when  they  open  up  the 
Nurse  Practice  Act  to  make  certain  changes  in  the  

Mr.  Watts.  I  am  talking  about  a  State  that  has  had  a  law  for  20 
years.  Do  they  sometimes  grant  waivers  there,  or  do  you  have  to 
qualify  by  examination  ? 

Dr.  Conley.  When  they  open  the  law  up  to  make  changes,  for  ex- 
ample, to  make  the  law  mandatory  instead  of  permissive,  they  have 
a  waiver  period ;  yes. 

Mr.  Waits.  If  you  have  a  State  though  that  has  a  mandatory  law, 
for  sometime  they  don't  write  any  waivers  now,  do  they  ? 
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Dr.  Conley.  Probably  not;  no. 

Mr.  Watts.  The  reason  for  the  waiver  is  that  you  had  to  have  some- 
body operate  as  a  practical  nurse  at  the  time  you  out  the  law  into 
effect? 

Dr.  Conley.  Yes. 

Mr.  Watts.  And  what  you  are  saying  is  that  HEW  ought  to  rec- 
ognize the  licensing  by  waiver  or  by  examination  of  those  practical 
nurses  that  the  State  so  recognizes. 

Dr.  Conley.  Yes. 

Mr.  Watts.  Do  all  of  the  States  have  rather  stringent  or  fairly 
stringent  rules  in  conducting  examinations  and  waivers  ? 

Dr.  Conley.  It  varies  considerably  between  States. 

Mr.  Watts.  I  know  it  is  going  to  vary,  but  there  is  no  State  that 
just  opens  its  doors  to  everybody,  is  there  ? 

Dr.  Conley.  No. 

Mr.  Watts.  In  other  words,  you  have  to  have  some  qualifications 
in  every  State  before  you  can  get  a  waiver. 
Dr.  Conley.  Yes;  yes. 
Mr.  Watts.  Thank  you. 
Dr.  Conley.  Thank  you,  Mr.  Chairman. 

Mr.  Wx\tts.  The  next  witness  is  Mr.  Thomas  M.  Jenkins,  president 
of  the  American  Association  of  Homes  for  the  Aging.  Come  around, 
Mr.  Jenkins.  Give  your  name  to  the  reporter,  sir,  and  your  title  and 
you  may  proceed. 

STATEMENT  OF  THOMAS  M.  JENKINS,  PRESIDENT,  AMERICAN  AS- 
SOCIATION OF  HOMES  FOR  THE  AGING;  ACCOMPANIED  BY 
LESTER  DAVIS,  EXECUTIVE  DIRECTOR 

Mr.  Jenkins.  Mr.  Chairman,  I  am  Thomas  M.  Jenkins,  an  attorney, 
1  Kearney  Street,  San  Francisco,  a  member  of  the  Board  of  Directors 
of  the  National  Council  on  the  Aging,  and  a  member  of  the  California 
Advisory  Hospital  Council.  I  am  here  today  as  president  of  the 
American  Association  of  Homes  for  the  Aging.  I  am  accompanied  by 
Mr.  Lester  Davis,  the  executive  director  of  that  association. 

Mr.  Watts.  We  are  delighted  to  have  you.  Have  you  a  statement 
too,  Mr.  Davis  % 

Mr.  Davis.  No,  just  accompanying  Mr.  Jenkins.  . 

Mr.  Jenkins.  With  your  permission,  Mr.  Chairman,  I  would  like  to 
have  the  remarks  which  I  have  duplicated  made  a  part  of  the  record 
and  summarize  them. 

Mr.  Watts.  Your  full  remarks  will  be  made  a  part  of  the  record  and 
you  may  summarize  them  if  you  wish. 

(The  statement  referred  to  follows :) 

Statement  of  Thomas  M.  Jenkins,  President,  American  Association  of  Homes 

for  the  Aging 

I  am  Thomas  M.  Jenkins,  President  of  the  American  Association  of  Homes  for 
the  Aging.  The  American  Association  of  Homes  for  the  Aging  is  the  national 
membership  organization  of  nonprofit  voluntary  and  governmental  Homes  for  the 
Aged.  It  provides  its  members  with  a  means  of  identifying  and  solving  prob- 
lems of  mutual  concern  and  thus  protects  and  advances  the  interests  of  the  indi- 
viduals they  serve.  The  Association  has  sprung  from  a  genuine  need  for  exchange 
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of  experience,  technical  assistance,  help  with  staff  training  and  education,  and 
representation  on  the  national  scene  so  that  Homes  for  the  Aged  can  more  effec- 
tively serve  the  growing  number  of  older  men  and  women  in  need  of  residential 
care. 

Founded  in  1961  with  a  grant  from  the  Ford  Foundation,  the  Association,  spon- 
sored by  the  National  Council  on  the  Aging,  is  made  up  of  nonprofit  institutions 
caring  predominantly  for  the  aged  and  meeting  licensure  standards  of  their  own 
community  or  operating  under  community  sanction  where  licensure  does  not 
exist.  Membership  may  also  be  granted  to  organizations  other  than  Homes  and 
to  individuals  who  share  the  aims  and  goals  of  the  Association.- 

Mr.  Chairman,  I  should  like  to  emphasize  at  the  outset  that  we  regard  H.R. 
5710,  in  general,  as  a  worthy  bill,  laudable  in  its  objectives  and  sound  in  its  draft- 
ing. We  note  with  particular  satisfaction  the  increased  cash  benefits  that  would 
be  provided  under  the  bill.  We  can  testify  from  our  knowledge  of  the  lives  and 
circumstances  of  older  people  that  these  proposed  higher  benefit  payments  are 
needed. 

For  this  reason,  we  endorse — in  addition  to  the  proposed  general  benefit  in- 
creases for  present  and  future  beneficiaries — the  proposed  higher  minimum 
benefits  and  the  increase  in  special  payments  to  certain  people  who  are  age  72 
or  older.  We  also  endorse,  in  principle,  the  proposal  to  require  all  States  to 
meet  the  full  need  of  individuals  found  eligible  for  public  assistance  payments 
under  the  standards  determined  by  the  States  themselves. 

As  spokesman  for  an  organization  of  public  and  voluntary,  nonprofit  institu- 
tions housing  and  serving  elderly  men  and  women — of  all  faiths,  creeds  and 
colors — I  will  address  my  comments  especially  to  the  provisions  of  H.R.  5710 
dealing  with  Titles  XVII  and  XIX  of  the  Social  Security  Act  that  authorize 
health  insurance  benefits  and  medical  assistance  to  the  needy  aged. 

As  a  responsible  group  we  share,  with  government,  concern  for  the  spiraling 
costs  of  health  care.  Moreover,  we  are  eager  to  insure'  that  costs  for  such  care 
should  not  become  prohibitive.  Therefore  we  welcome  the  provisions  in  this  bill 
to  allow  adequate  reimbursement  at  every  level  of  service  appropriate  to  the 
need  of  the  older  person.  Thus,  assurance  can  be  given  that  the  older  person 
receives  the  most  appropriate  kind  of  care,  in  the  most  appropriate  facility,  at  a 
minimum  of  cost  to  the  individual  and  to  the  government. 

Our  member  organizations  provide  long-term  care  for  the  residents  of  their 
institutions — long-term  care  in  every  sense,  residential,  spiritual,  social,  eco- 
nomic and  medical.  H.R.  5710  does  not  attempt  to  meet  the  substantial  and 
growing  need  for  long-term  care  of  these  types  among  the  older  men  and  women 
of  the  nation.  We  recognize  that.  However,  the  provisions  of  H.R.  5710  and 
of  the  statutes  it  seeks  to  amend  do  touch,  at  certain  points,  the  programs  of 
long-term  services  for  the  elderly  that  are  administered  by  our  member  institu- 
tions. It  is  to  these  points  of  contact  and  possible  future  contact  that  I  wish  to 
direct  my  testimony. 

The  benefit  provided  under  Title  XVIII  for  post-hospital  care  in  an  ' 'extended 
care  facility"  (ECF)  is  one  important  point  where  the  Social  Security  Act  does 
impinge  upon  the  operations  of  our  member  institution,  and  I  regret  to  report 
that  the  contact  at  present  is  inadequate  and  ill-fitting  and  thus  not  working 
smoothly  to  the  benefit  of  the  elderly  people  whom  all  of  us  wish  to  assist. 

Many  of  our  member  institutions  have  qualified  as  "extended  care  facilities," 
under  the  language  of  the  statute  and  the  regulations  issued  by  the  Secretary 
of  Health,  Education,  and  Welfare.  For  the  most  part,  these  EGF's  have  certain 
wings  or  wards  or  buildings — part  of  their  total  facility  and  program — that 
qualify  as  FCF's.  In  operation,  however,  the  Medicare  program  regards  our 
member  institutions  no  differently  than  a  "skilled  nursing  care  facility,"  which 
has  the  tragic  effect  of  eliminating  the  eligibilty  of  many  of  our  residents  for 
substantial  Medicare  benefits  to  which  they  would  otherwise  be  entitled. 

In  a  Home  such  as  Douglas  Gardens  in  Miami,  Florida,  for  example,  an  other- 
wise qualified  resident  may  he  transferred  to  a  qualified  hospital  and  from  the 
hospital  back  to  Douglas  Gardens,  where  he  can  receive  skilled  nursing  home 
care.  The  hospital  is  reimbursed  for  its  reasonable  costs  of  providing  this  care, 
as  is  Douglas  Gardens,  for  the  provisions  of  extended  care.  Only  the  patient  is 
the  loser  under  the  present  law  and  regulation. 

For  the  sad  fact  is,  Mr.  Chairman  and  members  of  the  Committee,  when  the 
patient  is  discharged  from  the  skilled  nursing  home  wing  of  Douglas  Gardens  and 
returns  to  his  residential  quarters,  where  he  may  have  been  living  for  many 
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years,  lie  is  not  regarded  by  the  administrators  of  Medicare  as  having  changed 
his  status  in  any  way.  He  is  considered  to  be  remaining  in  the  ECF — since  the 
entire  institution  has  qualified  for  this  status — and  hence  he  never  has  an  op- 
portunity to  begin  a  new  "spell  of  illness"  and  thus  acquire  eligibility  for  addi- 
tional ECF  and  hospital  benefits,  should  he  need  them. 

I  am  confident  that  the  situation  I  describe — which  I  am  informed  is  occur- 
ring with  considerable  frequency  in  some  of  the  institutions  for  whom  I  testify 
today — is  not  a  result  intended  or  envisioned  by  the  Committee  when  it  drafted 
the  Medicare  statute  in  1965.  I  cannot  say  whether  it  is  necessary  to  amend  the 
statute  to  permit  the  Social  Security  Administration  to  rectify  this  situation,  or 
whether  this  can  be  achieved  by  administrative  action.  Nevertheless,  I  do  call  to 
the  attention  of  the  Committee  the  fact  that,  for  whatever  cause,  many,  many 
people  are  failing  to  qualify  for  an  additional  "spell  of  illness,"  merely  because 
they  have  the  good  fortune  to  reside  in  a  high  quality,  nonprofit  Home  for  the 
aging  which  has  qualified  as  a  provider  of  skilled  nursing  care  under  the  Medi- 
care law.  This  inequity  must  be  rectified  so  that  an  aging  person  receiving  high 
caliber  nursing  care  NOT  be  disenfranchized. 

Next,  Mr.  Chairman,  I  wish  to  endorse  Section  205  of  H.R.  5710,  which  would 
permit  States  to  offer  the  broadest  range  of  appropriate  resources,  including 
skilled  nursing  home  care  specifically  for  those  who  need  it,  as  well  as  other 
services  provided  by  or  in  other  institutions,  or  in  the  individual's  own  home. 
Although  the  language  o£  the  bill  is  permissive  with  respect  to  the  States,  not 
mandatory,  I  am  confident  that  this  proposed  provision  would  be  effective  in 
reducing  any  possible  over-utilization  of  skilled  nursing  care  beds  that  might  be 
occurring. 

Finally,  Mr.  Chairman,  because  of  our  concern  for  the  non-interruption  of 
services  needed  by  the  older  person,  I  should  like  to  point  out  that  Titles  XVIII 
and  XIX  are  not  dovetailed  as  smoothly  as  I  believe  the  Committee  originally 
intended.  In  my  judgment,  with  respect  to  the  quality  of  services  rendered  and 
the  method  of  computing  reimbursement  for  services  provided  by  ECF's,  the  two 
Titles  should  be  so  designed  as  to  assure  realistic  payments  for  this  continuity 
of  care.  Moreover,  it  is  our  firm  conviction  that  all  certified  providers  of  service 
should  be  reimbursed  by  the  same  formula.  Discriminatory  rates  to  voluntary 
nonprofit  Homes,  as  compared  to  proprietary  homes  and  hospitals,  create  an  in- 
equity which  defeats  the  goals  of  the  program.  The  States  may,  if  they  wish, 
adopt  the  same  method  of  calculating  their  reimbursement  of  ECF's  under  Title 
XIX  as  they  do  under  Title  XVIII,  but  this  is  not  mandatory,  as  you  know. 
States  must  reimburse  hospitals  on  the  same  basis  under  both  programs,  but 
they  need  not  follow  this  sound  approach  with  respect  to  ECF's,  nor  do  all  States. 

I  submit,  Mr.  Chairman  and  members  of  the  Committee,  that  ECF's  should  not 
be  reimbursed  either  more  or  less  fully  under  Title  XVIII  than  under  Title  XIX 
for  what  are  essentially  identical  services  rendered  to  patients  who  differ  only 
with  respect  to  eligibility  for  a  particular  mode  of  payment,  not  in  terms  of  age, 
diagnosis  or  any  other  significant  way. 

The  American  Association  of  Homes  for  the  Aging  has  always  been  in  the  van- 
guard of  supporting  the  highest  standards  of  care.  We  applaud  the  upgrading 
of  care  which  has  been  possible  as  a  direct  result  of  implementation  of  Title 
XVIII.  We  support  and  endorse  this  continued  upgrading  under  Title  XIX. 
Programs  under  Title  XVIII  have  already  had  and  will  be  having  a  continued 
effect  on  upgrading  these  standards — they  will  have  a  parallel  impact  on  care 
provided  under  Title  XIX.  It  is  obvious,  therefore,  that  with  lower  and  inade- 
quate funds  this  care  will  be  seriously  hindered. 

In  conclusion,  Mr.  Chairman  and  members  of  the  Committee,  I  appreciate  the 
opportunity  of  bringing  these  matters  to  your  attention  in  behalf  of  the  American 
Association  of  Homes  for  the  Aging,  and  I  shall  be  pleased  to  answer  such  ques- 
tions as  you  may  wish  to  ask. 

Mr.  Jenkins.  Mr.  Chairman,  our  association  is  concerned  with  the 
growing  needs  of  the  growing  number  of  elderly  who  are  in  need  of 
residential  care  and  I  would  like  to  state  at  the  outset  that  we  regard 
this  bill,  H.R.  5710,  as  a  worthy  bill,  laudable  in  its  objectives,  and 
sound  generally  in  its  drafting. 

We  note  with  particular  satisfaction  the  increased  cash  benefits  that 
would  be  provided  under  the  bill.  We  can  testify  from  our  knowledge 
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of  the  thousands  of  people  in  our  homes.  We  can  testify  from  our 
knowledge  of  the  lives  and  circumstances  of  the  older  people  in  our 
homes  that  the  proposed  higher  benefits  under  this  bill  are  sorely 
needed. 

For  this  reason  we  endorse,  in  addition  to  the  proposed  general  bene- 
fit increases  for  present  and  future  beneficiaries,  the  proposed  higher 
minimum  benefits  and  the  increase  in  special  payments  to  certain  people 
who  are  age  72  or  older. 

We  also  endorsed  the  proposal  which  was  amplified  by  Secretary 
Gardner  in  his  statement  to  you  which  would  require  all  States  to  meet 
the  full  need  of  individuals  found  eligible  for  public  assistance  pay- 
ments under  the  minimum  standards  as  determined  by  the  States 
themselves. 

I  would  like,  however,  to  address  my  comments  particularly  to  those 
portions  of  the  bill  that  relate  to  authorization  of  health  insurance 
benefits  and  medical  assistance  to  the  needy  aged. 

As  a  responsible  group  we  share,  with  others,  the  concern  for  the 
spiraling  costs  of  health  care.  Moreover,  we  are  eager  to  insure  that 
costs  for  such  care  should  not  become  prohibitive.  Therefore,  Ave 
welcome  those  provisions  in  this  bill  which  allow  adequate  reimburse- 
ment at  every  level  of  service  appropriate  to  the  needs  of  the  older 
person. 

Thus,  assurance  can  be  given  that  the  older  person  receives  the  most 
appropriate  kind  of  care  in  the  most  appropriate  facility  at  a  mini- 
mum of  cost  to  the  individual  and  to  the  Government. 

As  I  have  indicated  earlier,  our  organizations  are  concerned  pri- 
marily with  long-term  care  for  residents  in  their  institutions.  We 
recognize  that  this  bill  does  not  attempt  to  meet  the  substantial  and 
growing  needs  for  this  type  of  long-term  care. 

However,  our  concerns  are  that  the  provisions  of  this  statute  and  the 
statutes  it  seeks  to  amend  do  touch  at  several  points  the  programs  of 
our  institutions  and  it  is  to  these  points  that  I  wish  to  direct  mu- 
test imoity. 

The  benefit  provided  under  title  XYIII  for  posthospital  care  in  an 
extended-care  facility  is  one  important  place  where  the  Social  Security 
Act  does  impinge  upon  the  operations  of  our  member  institutions  and 
I  regret  to  report  that  the  contact  at  present  is  inadequate,  ill  fitting, 
and  is  not  working  smoothly  to  the  benefit  of  the  elderly  people  whom 
we  wish  to  assist. 

Many  of  our  member  institutions  throughout  the  United  States  have 
qualified  as  extended-care  facilities  under  the  language  of  the  statute 
and  of  the  regulations  issued  by  the  Secretary  of  Health,  Education, 
and  Welfare. 

For  the  most  part  these  extended-care  facilities  have  certain  wings 
or  wards  or  buildings,  parts  of  their  total  facility  and  program,  that 
qualify  as  an  extended-care  facility.  In  operation,  however,  the  medi- 
care program  regards  our  member  institutions  no  differently  than  a 
"skilled  nursing-care  facility"  which  has  the  tragic  effect  of  elimi- 
nating the  eligibility  of  many  of  our  residents  for  substantial  medicare 
benefits  to  which  they  would  otherwise  be  entitled. 

In  a  home,  for  example,  such  as  Douglas  Gardens  in  Miami,  Fla., 
an  otherwise  qualified  resident  may  be  transferred  to  a  qualified  hos- 
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pital  and  from  the  hospital  back  to  Douglas  Gardens  where  he  receives 
skilled  nursing-home  care.  The  hospital  is  reimbursed  for  the  rea- 
sonable costs  of  providing  this  care,  as  is  Douglas  Gardens,  for  the 
provision  of  extended  care. 

Unfortunately,  only  the  elderly  resident  is  the  loser  under  the  pres- 
ent law  and  regulations,  for  the  sad  fact  is,  Mr.  Chairman,  and  mem- 
bers of  the  committee,  as  we  understand  the  regulations  presently 
promulgated,  when  the  elderly  person  is  discharged  from  the  skilled 
nursing  wing  of  Douglas  Gardens  and  returns  to  his  residential 
quarters,  where  he  may  have  been  living  for  many  years,  he  is  not 
regarded  by  the  administrators  of  medicare  as  having  changed  his 
status  in  any  way.  He  is  considered  to  be  remaining  in  an  extended- 
care  facility  since  this  institution  has  qualified  for  that  status,  and 
hence  he  never  has  an  opportunity  to  begin  a  new  spell  of  illness  and 
thus  to  acquire  eligibility  for  additional  extended-care  facilities  or 
extended  hospital  benefit. 

I  am  confident  that  this  situation  was  not  the  result  intended  or 
envisioned  by  this  committee  when  it  drafted  the  medicare  statute 
in  1,965.  I  cannot  say  whether  new  amendments  are  required  to  the 
Social  Security  Act  or  new  regulations. 

We  do  call  to  the  attention  of  the  committee  these  inequities  and 
ask  that  they  be  rectified.  I  would  like  next,  Mr.  Chairman,  to  ad- 
dress myself  to  one  section,  205,  which  would  permit  the  States  to 
offer  the  broadest  range  of  appropriate  resources,  including  skilled 
nursing-home  care  specifically  for  those  who  need  it,  as  well  as  other 
services  provided  by  or  in  other  institutions,  or  in  the  individual's 
home. 

Although  the  language  of  section  205  is  permissive  with  respect  to 
the  States  and  not  mandatory,  we  are  confident  that  this  proposed 
provision  will  be  effective  in  reducing  any  possible  overutilization  of 
skilled  nursing  care  beds  that  might  be — we  suspect  is — occurring. 

Finally,  Mr.  Chairman,  because  of  our  concern  for  the  noninterrup- 
tion  of  services  needed  by  the  older  person  I  should  like  to  point  out 
that  titles  XVIII  and  XIX  are  not  dovetailed  as  smoothly  as  I  be- 
lieve this  committee  originally  intended.  In  my  judgment,  with  re- 
spect to  the  quality  of  services  rendered  and  the  method  of  computing 
reimbursement  for  services  provided  by  extended-care  facilities,  these 
two  titles  should  be  so  designed  as  to  assure  realistic  payments  for  this 
continuity  of  care. 

Moreover,  it  is  our  firm  conviction  that  all  certified  providers  of  serv- 
ice should  be  reimbursed  by  the  same  formula.  I  know  that  you  had 
testimony  yesterday  by  Mr.  Charles  Wick  who  indicated  to  you  some 
of  the  problems  and  inequities  in  the  present  reimbursement  formula. 
We  subscribe  to  that  portion  of  his  testimony  that  relates  to  the  factors 
which  ought  to  be  considered  in  connection  with  that  reimbursement. 

Discriminatory  rates,  we  contend,  to  voluntary  homes,  as  compared 
to  proprietary  homes,  create  an  inequity  which  defeats  many  of  the 
goals  of  this  program.  We  suggest  to  you,  Mr.  Chairman,  that  ex- 
tended-care facilities  should  not  be  reimbursed  either  more  or  less 
fully  under  title  XVIII  than  title  XIX  for  what  are  essentially  iden- 
tical services  rendered  to  patients  who  differ  only  with  respect  to 
eligibility  for  benefits,  not  in  terms  of  age,  diagnosis,  or  in  any  other 
significant  way. 
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The  American  Association  of  Homes  for  the  Aging  has  always  been 
in  the  vanguard  of  supporting  the  highest  standards  of  care.  We  ap- 
plaud the  upgrading  of  care  which  has  been  possible  as  a  result  of 
implementation  of  title  XVIII.  We  support  and  endorse  this  con- 
tinued upgrading  under  title  XIX.  Programs  under  title  XVIII  have 
already  had  and  will  be  having  a  continued  effect  on  upgrading  of 
these  standards.  They  will  have  a  parallel  effect  on  the  care  provided 
under  title  XIX. 

It  is  obvious,  therefore,  that  with  lower  and  inadequate  funds  this 
care  will  be  seriously  hindered. 

I  have  one  further  comment,  Mr.  Chairman  and  members  of  the 
committee,  that  is  not  covered  in  my  duplicated  remarks,  and  that  re- 
lates to  that  area  of  H.R.  5710  which  concerns  itself  with  the  manda- 
tory funding  of  depreciation  and  the  mandatory  planning  or  distribu- 
tion of  depreciation  based  up  a  statewide  health  plan. 

In  principle  it  is  difficult  for  any  national  organization  to  quarrel 
with  either  funding  of  depreciation  or  planning.  In  practice,  how- 
ever, we  would  suggest  to  you  that  there  are  some  major  difficulties 
with  the  suggestions  as  made  by  this  bill.  The  funding  of  deprecia- 
tion on  a  voluntary  basis  is  an  excellent  idea  and  we  commend  it  to  all 
of  our  members. 

We  recognize  in  fact,  however,  that  this  is  an  impossible  thing  until 
such  time  as  the  reimbursement  formula  itself  is  so  geared  as  to  cover 
all  of  the  costs  and  to  include  some  provision  for  the  amortization  of 
debt.  It  would  be  impossible  for  our  homes  and  hospitals  to  survive 
under  the  proposals  as  made. 

Secondly,  as  to  planning,  Ave  support  fully  voluntary  planning  on 
an  area  or  geographical  basis.  As  I  indicated  at  the  beginning,  I  am 
a  member  of  the  California  Hospital  Advisory  Council  which  is  con- 
cerned with  the  preparation  of  the  State  plan  in  that  State.  We  would 
find  it  impossible,  Mr.  Chairman,  to  include  the  thousands  of  pro- 
prietary and  hundreds  of  nonprofit  facilities  within  our  State  plan. 
We  would  find  it  impossible  to  handle  this  depreciation  factor  and 
the  expenditures  of  funding  depreciation  as  proposed  by  H.E.  5710. 

We  think  the  cost  of  such  a  planning  activity  would  far  exceed  all 
of  the  values  to  Government  of  mandatory  planning. 

Thank  you,  Mr.  Chairman. 

Mr.  Watts.  Thank  you,  sir.   We  appreciate  your  appearance. 
Are  there  any  questions  ? 

Mr.  Collier.  Just  one,  Mr.  Chairman.  I  am  sorry,  but  it  is  some- 
thing I  don't  want  to  pass  up  here. 

Mr.  Jenkins,  you  say  you  applaud  the  upgrading  of  care  which  has 
been  made  possible  as  a  result  of  implementation  of  title  XVIII,  and 
then  go  on  to  say  that  it  has  a  parallel  impact  under  title  XIX. 

When  you  speak  of  upgrading,  what  specifically  do  you  refer  to? 

Mr.  Jenkins.  Well,  Mr.  Collier,  we  are  referring  to  the  standards 
that  have  been  set  under  title  XVIII  which  have  resulted  in  require- 
ments for  accreditation  by  our  homes  with  the  resultant  necessity  for 
many  areas  of  upgrading  of  their  care.  We  feel  that  this  has  been  a 
real  value  to  the  industry  as  a  whole  and  to  the  people  that  they  serve. 

Mr.  Collier.  I  was  hoping  that  is  what  you  meant  and  not  an  ex- 
pansion because,  as  you  well  know,  we  are  in  very  serious  trouble  in 
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funding  title  XIX  under  some  of  the  programs  as  a  result  of  the  very 
ambitious  program  that  was  adopted  by  the  State  Legislature  of  New 
York. 

I  am  pleased  that  that  is  what  your  reference  was  to. 

There  is  just  one  other  thing,  if  I  may.  You  say  in  your  statement 
that  you  welcome  provisions  of  the  bill  to  allow  adequate  reimburse- 
ment at  every  level  of  service  appropriate  to  the  need  of  the  older 
person,  and  I  think  we  could  all  agree  on  that,  recognizing  at  the 
same  time,  however,  that  in  many  of  these  instances,  because  there  is 
no  test  involved  at  all  for  people  past  72,  that  there  are  many,  many 
people  in  this  age  bracket  who  are  economically  totally  self-sufficient 
and  in  fact  in  many  instances  have  sufficient  wealth,  let's  say,  to  pro- 
vide this  care  in  that  twilight  zone  in  their  life  that  really  are  getting 
assistance  in  these  programs  who  do  not  need  it  from  the  standpoint 
of  economics,  and  I  have  some  very  serious  misgivings  in  this  area 
because  of  the  fiscal  problems  we  are  confronted  with  in  the  overall 
social  security  trust  fund  obligations  on  a  current  and  long-term  basis. 

Mr.  Jenkins.  Mr.  Collier,  we  think  that  the  provisions  of  the  bill 
or  of  the  statement  that  we  made  would  assist  in  the  determination  of 
the  type  that  you  are  talking  about.  We  are  suggesting  and  we  say 
appropriate  facility  and  appropriate  kind  of  care,  that  we  do  not  be- 
lieve in  an  overutilization  of  medical  care,  that  there  is  or  should  be 
means  by  which  persons  can  be  transferred  from  one  level  of  care  to  a 
lesser  level  of  care,  that  this  can  be  paid  for  rather  than  continuing 
to  overutilize,  as  we  suspect  and  we  know  is  happening  in  some  of  our 
facilities  because  there  is  at  present  inadequate  provision  for  payment 
for  the  lower  level  of  care. 

Mr.  Collier.  In  that  regard  I  couldn't  agree  with  you  more. 
Thank  you,  Mr.  Chairman. 

Mr.  Watts.  Thank  you,  gentlemen. 

Mr.  Jenkins.  Thank  you,  Mr.  Chairman  and  members  of  the  com- 
mittee. 

(The  following  telegram  was  received  by  the  committee :) 

New  York,  N.Y.,  April  17, 1966. 

Representative  Wilbur  Mills, 

Chairman,  House  Ways  and  Means  Committee,  Washington^  D.C.: 

On  March  10  I  testified  on  H.R.  5710  before  the  House  Ways  and  Means  Com- 
mittee on  behalf  of  the  American  Association  of  Homes  for  the  Aging  the 
national  membership  organization  of  nonprofit  voluntary  and  governmental 
homes  for  the  aging.  I  should  now  on  behalf  of  the  association  express  our 
vigorous  support  and  endorsement  of  section  127  of  H.R.  5710  which  includes 
podiatrists  services  under  the  supplementary  medical  insurance  program.  Our 
member  homes  which  care  for  several  hundred  thousand  elderly  persons  know 
at  first  hand  of  the  vital  importance  of  professional  foot  care  has  in  enhancing 
the  mobility,  sociability  and  physical  and  emotional  health  of  elderly  persons. 
Indeed,  in  many  cases  podiatry  care  means  the  difference  between  freedom  to 
ambulate  and  virtual  immobilization.  We,  therefore,  urge  that  podiatry  services 
as  provided  in  section  127  be  made  compensable  under  the  medicare  program. 

Thomas  M.  Jenkins, 
President,  American  Association  of  Homes  for  the  Aging. 

Mr.  Watts.  The  next  witness  is  Dr.  Arthur  H.  Brayfield,  executive 
officer,  American  Psychological  Association. 

If  you  will  identify  yourself  Doctor,  we  will  be  glad  to  recognize 
you. 
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STATEMENT  OF  DR.  ARTHUR  H.  BRAYFIELB,  EXECUTIVE  OFFICER, 
AMERICAN  PSYCHOLOGICAL  ASSOCIATION,  ACCOMPANIED  BY 

DR.  JOHN  J.  McM^LLAN,  administrative  officer  for  pro- 
fessional AFFAIRS;  AND  CHARLES  HALPERN,  CHIEF  LEGAL 
COUNSEL 

Dr.  Brayfield.  Thank  you,  Mr.  Chairman. 
Mr.  Watts.  Who  accompanies  you,  Doctor  \ 

Dr.  Brayfteld.  I  am  accompanied  today  by  Dr.  John  J.  McMillan, 
our  administrative  officer  for  professional  affairs,  and  Mr.  Charles 
Halpern,  representing  Judge  Thurman  Arnold,  APA's  chief  legal 
counsel. 

Mr.  Watts.  We  are  delighted  to  have  you. 

Dr.  Brayfteld.  Mr.  Chairman  and  members  of  the  committee  my 
name  is  Dr.  Arthur  H.  Brayfleld.  I  am  executive  officer  of  the  Amer- 
ican Psychological  Association,  which  has  its  headquarters  office  in 
its  new  building  at  1200  17th  Street  NW.,  Washington,  D.C.  Our 
25,500  members  include  85-90  percent  of  the  psychologists  in  this 
country  who  are  eligible  for  membership. 

Summary  of  Statement 

The  ''revolution  in  health  care,''  stimulated  by  medicare  legislation, 
involves  three  key  issues:  (1)  development  and  utilization  of  knowl- 
edge; (2)  organization  and  delivery  of  services;  (3)  availability  of 
qualified  manpower. 

The  present  medicare  legislation  and  regulations  impose  undesirable 
constraints  on  the  delivery  of  mental  health  services  and  add  unneces- 
sary costs  by  requiring  that  the  services  of  psychologists  be  "incident 
to  a  physician's  services." 

The  public  interest  is  not  served  by  this  requirement.  It  restricts 
the  patient's  direct  access  to  services  and  adds  to  the  cost.  It  curtails 
already  limited  sources  of  help.  It  contradicts  earlier  congressional 
policy  as,  for  example,  embodied  in  the  community  mental  health 
centers  legislation. 

This  is  a  deficiency  in  the  medicare  legislation.  It  should  be  rem- 
edied in  H.E.  5710. 

The  historic  89th  Congress,  in  one  of  its  most  notable  in  a  long  list 
of  achievements,  established  the  right  of  the  elderly  people  of  America 
to  adequate  health  care  by  the  passage  of  the  medicare  legislation. 
And  the  executive  branch  moved  swiftly  and  effectively,  with  the  help 
of  the  health  professions,  to  make  this  program  a  reality.  We  ap- 
plaud these  accomplishments  of  the  Federal  Government  and  of  the 
professions  and  service  institutions  involved. 

This  legislation  and  this  program  form  the  core  of  what  Look  mag- 
azine this  Aveek  calls  the  "revolution  in  medicine."  For  health  profes- 
sionals and  citizens  alike,  the  present  challenge  is  to  evolve  a  pattern 
for  the  delivery  of  health  services  which  will  insure  that  high  quality 
health  services  are  available  to  all  citizens  in  all  parts  of  the  country. 
Key  issues  for  medicare  and  other  health  legislation  are  the  develop- 
ment and  utilization  of  knowledge,  the  organization  and  delivery  of 
services,  and  the  availability  of  scarce  qualified  manpower. 
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I  appear  here  today  on  behalf  of  the  American  Psychological  As- 
sociation to  focus  your  attention  on  one  aspect  of  the  problem — the 
delivery  of  mental  health  services. 

Our  fundamental  proposition  is  that  the  present  medicare  legisla- 
tion and  the  accompany  regulations  impose  an  undesirable  and  un- 
necessary constraint  upon  the  delivery  of  mental  health  services  to 
patients  and  upon  the  fullest  and  most  economical  utilization  of  mental 
health  manpower. 

I  will  suggest  further  that  the  present  provisions  contradict  the 
intent  and  practice  of  other  Federal  mental  health  legislation.  My 
brief  discussion  is  primarily  in  reference  to  title  XVIII,  part  B, 
Social  Security  Amendments  of  1965. 

PSYCHOLOGY  AS  AN  INDEPENDENT  PROFESSION 

The  defects  which  we  find  in  the  present  law  and  regulations  arise, 
as  we  perceive  it,  from  the  fact  that  two  independent  but  equally 
well-qualified  professions,  psychiatry,  and  psychology,  offer  very  simi- 
lar and  frequently  identical  services  to  the  public. 

I  shall  not  take  your  limited  time  here  to  discuss  either  the  validity 
of  this  fact  or  its  general  implications ;  instead,  I  respectfully  request 
permission  to  enter  into  the  hearings  record  at  this  time  the  analyses  of 
two  knowledgeable  physicians  as  follows : 

First,  "A  Critical  Look  at  Professional  Education  in  the  Mental 
Health  Field"  by  a  psychiatrist,  Dr.  Allen  S.  Mariner,  which  will  ap- 
pear in  the  April  1967,  American  Psychologist,  and  second,  "The 
Physician  and  the  Clinical  Psychologist :  A  Comparison  of  Their  Edu- 
cation and  Their  Interrelationship"  by  the  chairman,  Committee  on 
Medical  Education,  Oregon  Medical  Association,  Dr.  Herman  A. 
Dickel,  which  appeared  in  the  January  31,  1966,  issue  of  the  Journal 
of  the  American  Medical  Association. 

I  ask  now  that  these  documents  be  received. 

Mr.  Watts.  Without  objection,  they  will  be  made  part  of  the  record. 
(The  information  referred  to  follows :) 

[Reprinted  with  permission  from  the  Journal  of  the  American  Medical  Association, 

Jan.  31,  1966] 

The  Physician  and  the  Clinical  Psychologist — A  Comparison  of  Their 
Education  and  Their  Interrelationship 

(Herman  A.  Dickel,  M.D.) 

As  is  well  illustrated  in  the  reports  that  appear  from  time  to  time,1  there  is  an 
increasing  enlargement  in  the  number  of  people,  disciplines,  and  interested 
groups  who  involve  themselves  in  the  general  field  of  health.  These  individuals 
and  their  groups,  known  as  the  paramedical  groups,  are  often  inadequately 
known  to  the  physician.  A  more  clear  and  sound  understanding  of  these  groups 
should  exist.  There  are  obvious  basic  differences  between  these  groups  and  the 
medically  trained  physician.  Yet,  with  time  and  advancements  in  the  knowledge 
of  health  and  disease,  there  is  a  point  at  which  the  various  groups  do  approxi- 
mate one  another  in  their  training  and  must  necessarily  overlap  in  the  services 
that  they  render  the  patient,  his  illnesses,  and  his  community. 

GAPS   IN   THE   REALM   OF  RESPONSIBILITY 

One  of  the  areas  of  health  presently  receiving  most  careful  consideration  is 
that  pf  mental  health.  During  the  past  century,  for  several  reasons,  the  medical 
profession  has  not  shown  the  same  interest  in  mental  health  as  it  has  in  physical 
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health.  Medical  problems  were  considered  to  be  only  those  ''organic."  Any- 
thing found  to  be  other  'than  specific  pathological  change  was  considered  in  the 
"mental"  field.  This,  to  the  average  physician,  was  considered  outside  his 
realm.  Admittedly,  some  physicians  went  so  far  as  to  specialize  in  "psychiatry," 
but  these  specialists  were  not  easily  accepted  by  other  physicians  and  the  public. 
Quite  naturally,  with  this  area  of  health  left  essentially  unattended  and  sorely 
in  need  of  assistance,  there  have  been  a  number  of  other  disciplines  entering  this 
area  who  did  have  'the  interest,  resources,  and  motivation  to  do  all  they  could. 
They  have  necessarily  filled  some  of  the  gaps.  Many  contributions  have  come 
from  their  ranks  and  the  resources  available  from  their  body  of  knowledge. 

Within  the  past  decade,  however,  the  interest  of  the  medical  profession  for 
the  mentally  ill  has  returned.  Whether  or  not  this  return  was  fostered  by  the 
appearance  of  the  tranquilizer  drugs  remains  to  be  seen,  but  certainly  the  age 
of  the  tranquilizer  has  materially  altered  the  physicians'  interest  in,  and 
responsibilities  for,  the  patient  who  has  emotional,  mental,  or  psychological  ill- 
ness.2 This  is  reflected  in  the  field  of  continued  medical  education  which  gives 
more  thoughtful  attention  to  courses  in  psychiatry  for  the  nonpsychiatric  physi- 
cian than  almost  any  other. 

As  this  occurs,  as  other  disciplines  contribute  to  mental  health,  areas  of  mis- 
understanding and  concern  have  appeared.  Problems  exist  related  to  the  ques- 
tion of  who  rightfully  should  evaluate  and  treat  the  mentally  ill  person.  The 
physician  inherently,  traditionally,  and  legally  has  had  this  duty  and  responsi- 
bility. Because  he  has  left  gaps  in  this  realm  of  responsibility,  however,  others 
have  taken  over  and  are  now  accepted  by  the  patients  who  are  ill  and  by  the 
institutions  in  which  they  are  treated. 

It  is  here  that  clinical  psychologists  and  medical  physicians  have  often  found 
themselves  in  discord.  Controversy,  misunderstandings,  and  areas  of  inability 
to  get  along  have  developed  quite  naturally  between  the  disciplines  caring  for 
the  mentally  ill.  Although  these  \are  not  widespread,  there  are  specific  areas  of 
concern  and  specific  problems  that  still  remain  to  be  solved. 

Today,  the  medically-trained  physician  entering  the  mental  health  field  finds 
that  the  clinical  phychologists  are  there  too.  They,  too,  have  an  unusual  under- 
standing of,  a  considerable  body  of  knowledge  about,  and  certainly  specific  ideas 
as  to  what  is  correct  for  the  treatment  of,  the  mentally  ill.  Because  of  the  back- 
ground of  their  education  and  training,  because  of  their  preparation  for  clinical 
and  therapeutic  practice,  and  because  the  two  groups  have  never  really  under- 
stood the  difference  betwen  the  medically-oriented  and  the  psychologically- 
trained  doctorate,  these  areas  of  misunderstanding  have  recently  grown  critical 
in  certain  areas.  That  these  two  groups  overlap,  that  they  could  be  valuable  to 
each  other  as  well  as  to  the  mentally  ill  person,  and,  therefore,  that  they  must 
somehow  or  other  learn  to  get  along  in  the  future,  seems  obvious.  That  this  is 
not  presently  taking  place  in  many  areas  is  likewise  obvious.  As  a  consequence, 
the  only  people  who  are  seriously  sufferng  are  the  people  in  the  area  of  mental 
illness,  those  who  should  be  profiting  beneficially  from  the  combined  efforts  of 
both. 

In  the  past  five  years,  many  of  us  have  had  to  change  our  opinions  consider- 
ably in  regard  to  this  whole  problem.  Because  it  has  been  the  experience  of  the 
author  to  modify  his  opinion,  this  opportunity  will  be  used  to  present  some  of  the 
material  showing  the  fundamental  areas  of  variation  and  common  interests. 
The  paper  is  presented  chiefly  to  assist  others  in  recognizing  that  differences  in 
training  do  exist :  they  are  wide  in  some  areas  and  extremely  narrow  in  others. 
They  both  have  certain  fundamental  goals.  These  goals  are  not  identical,  and 
they  shouldn't  be,  for  each  discipline  should  serve  entirely  different  purposes. 
However,  the  end  result  of  each  goal  is  eventually  the  good  mental  health  of  every 
citizen.  The  physician  and  the  clinical  phychologist  can  deny  their  relation- 
ship, but  the  two  disciplines  should  understand  one  another,  should  be  able  to 
comfortably  cooperate  and  yet  should  not  at  any  tiine  encroach  upon  each  others 
legal,  professional,  and  moral  responsibilities,  duties,  or  functions. 

It  would  be  the  purpose  of  this  paper  to  compare  the  training  of  the  two  dis- 
ciplines showing  where  they  are  similar  and  vary ;  and  how  they  could  and  do 
complement  one  another.  To  indicate  some  of  the  steps  that  will  bring  about 
more  cooperation  and  interrelationship  is  a  final  purpose.  The  value  of  each  to 
the  other  and  to  the  mentally  ill  patients  is,  of  course,  the  basic  purpose. 

For  the  average  physician  reading  this  paper,  it  would  be  unnecessary  to  go 
over  the  curriculum  in  the  approved  medical  schools  of  the  United  States.  How- 
ever, a  brief  review  seems  in  order  so  that  those  readers  not  physicians  may 
interrelate  it  with  the  training  and  background  of  those  in  clinical  psychology. 
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THE    MEDICAL  CURRICULUM 

First,  it  should  be  emphasized  that  the  student  currently  chosen  for  medical 
education  is  as  carefully  selected  as  is  academically  possible.  Few,  if  any,  other 
selection  processes  have  quite  attained  this  perfection.  This  is  demanded  by 
public  attitude,  by  academic  tradition,  by  legal  definitions,  and  most  important, 
by  the  inherent  and  deeply  rooted  professional  commandments. 

Presently,  the  aggregate  number  of  class  hours  in  an  approved  medical  school 
approximates  5,400  extending  over  a  period  of  four  years,  with  from  1,300  to 
1,600  hours  each  year. 

From  school  to  school  the  division  of  these  5,400  hours,  of  course,  varies. 
They  are  divided  in  the  first  two  years  into  the  basic  sciences,  namely,  anatomy, 
bacteriology,  biochemistry,  clinical  pathology,  medical  psychology,  pathology, 
pharmacology,  and  physiology.  These  courses  will  total  close  to  2,500  hours. 
This  includes  the  individual  dissection  of  a  cadaver  and  the  full  working  knowl- 
edge of  anatomy.  It  includes  some  250  hours  of  biochemistry,  the  same  of 
physiology  and  bacteriology.  There  is  half  again  as  much  in  basic  pathology 
of  disease.  Courses  in  pharmacology,  psychology,  and  clinical  pathology  may 
total  as  little  as  50  hours,  or  run  in  excess  of  250. 

The  two  years  in  clinical  work  in  medical  school  is  divided,  with  major  em- 
phasis in  the  medical  and  surgical  branches.  There  are  courses  in  medicine, 
psychiatry,  surgery,  ophthalmology,  obstetrics  and  gynecology,  pediatrics,  radi- 
ology, public  health,  etc.  In  a  department  of  medicine  alone  there  will  be  over 
1,000  hours  spent.  It  will  vary  from  as  little  as  36  hours  of  work  in  radiology. 
The  preponderance  of  hours  will  obviously  be  devoted  to  those  courses  where 
the  intimate  examination  of  patients,  the  diagnosis  of  each  disease  entity  fol- 
lowing the  use  of  every  modern  sensitive  technique  or  device,  and  a  complete 
review  of  treatment  will  be  stressed.  Throughout  the  four  years  adequate  time 
is  devoted  to  emphasizing  courses  which  treat  the  patient  as  a  whole,  with  the 
emotional,  psychological,  and  sociological  aspects  of  each  disease  being  integrated 
with  the  biochemical,  physiological,  and  pathological  aspects.  The  modern 
medical  school's  education  requires  the  student  to  see  illness  and  health  in  the 
cultural  setting,  as  a  part  of  the  family  problems.  Besides  relating  their  own 
academic  courses  to  the  disease,  the  student  must  interrelate  the  sociological  and 
family  background  to  the  cause  of  the  disease  so  that  the  treatment  can  be  from 
the  broadest  point  of  view. 

Beyond  the  four  years  of  medical  school,  the  completion  of  which  brings  a 
doctorate  of  medicine  degree,  there  is  at  least  one  full  year  of  internship  in  an 
approved  hospital.  During  the  internship  there  is  a  continuation  of  training 
on  a  less  academic  level  involving  more  supervised  opportunities  for  the  student 
to  render  medical  service  to  patients  with  many  medical  and  surgical  problems. 

At  the  completion  of  an  internship,  most  states  in  this  country  permit  the 
individual  physician  to  be  examined  for  licensure.  On  passing  he  receives  a 
medical  license  to  practice  in  that  state,  providing  he  has  also  a  "basic  science" 
certificate  which  is  almost  as  important,  for  it  designates  those  recognized  by 
law  as  a  part  of  the  "healing  arts."  The  fulfillment  of  the  entire  medical  educa- 
tion will  be  the  receipt  of  this  license  which  bestows  on  the  physician  legal,  as 
well  as  professional,  responsibilities  in  the  practice  of  medicine.  As  a  physician, 
the  profession  will  make  him  personally,  ethically,  and  morally  responsible  for 
the  patient. 

The  present  philosophy  of  medical  education  and  the  modern  medical  curricu- 
lum, together  with  the  graduate  and  continued  medical  education  programs,  are 
still  for  the  most  part  based  on  the  thinking  of  Abraham  Flexner,  when  he 
said : 

"The  medical  school  cannot  expect  to  produce  fully  trained  doctors;  it  can 
at  most  hope  to  equip  students  with  a  limited  amount  of  knowledge,  to  train 
them  in  the  method  and  spirit  of  scientific  medicine,  and  to  watch  them  with  a 
momentum  that  will  make  them  active  observers,  learners,  readers,  thinkers,  and 
experimenters  for  years  to  come.  .  .  .  The  general  arrangement  of  the  curricu- 
lum, if  sound,  can  make  this  task  a  bit  easier,  or  if  unsound,  a  bit  harder ;  but  in 
general  much  more — very  much  more — depends  upon  teacher  and  student  and  on 
curriculum  mechanics  or  teaching  devices."  3 

A  NEWER  DISCIPLINE 

The  clinical  psychologist,  the  individual  and  his  work,  is  largely  an  unknown 
area  to  many  a  physician  in  medicine.  This  is  lamentable,  but  not  an  irreversible, 
situation.    It  is  hoped  that  this  introduction  will  encourage  the  physician  to 
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further  acquaint  himself  with  the  clinical  phychologist — his  work  and  his  present 
position  in  health  fields.  We  would  leave  to  this  physician  the  decision  as  to 
the  relationship  that  will  exist  between  himself  and  the  clinical  psychologist  in 
the  future. 

Clinical  psychology,  as  defined  in  a  report  by  a  committee  in  1947 — 
"seeks  to  acquire  systematic  knowledge  of  the  human  personality,  and  to  develop 
principles  and  methods  by  which  it  may  use  this  knowledge  to  increase  the  mental 
well-being  of  the  individual.  Clinical  psychology  is  considered  by  some  both  a 
science  and  an  art,  calling  for  scientific  rigor  tempered  by  personal  and  social 
sensitivity.  It  is  directed  toward  three  major  areas :  diagnosis,  therapy,  and 
research."  4 

It  is  not  confined  just  to  "mental  illness." 

The  educational  background  of  the  clinical  psychologist,  with  a  degree  of 
PhD,  is  somewhat  comparable  in  academic  and  clinical  training  to  the  physician 
in  general  practice.  The  American  Psychological  Association's  "standards  com- 
mittee" recommends  that  the  clinical  phychologists  be  recognized  as  such  only 
if  he  has  a  doctorate. 

To  be  admitted  for  training  for  this  doctorate  degree  in  an  approved  center, 
there  are  requirements  similar  to  those  for  a  medical  school.  Specific  con- 
sideration is  given  to  intellectual  ability,  the  character  makeup,  the  insights, 
the  sense  of  responsibility,  the  tact,  the  integrity,  etc.,  as  is  given  to  a  person 
preparing  for  medicine.  At  the  moment,  however,  it  would  appear  that  medical 
schools  uniformly  choose  their  students  on  a  slightly  more  exacting  basis,  be- 
cause of  aptitude  tests,  admission  committees,  and  age-old  perfectionism  of  the 
profession. 

In  the  undergraduate  academic  courses  there  is  training  in  psychology,  the 
biological  and  clinical  sciences,  mathematics,  courses  in  education,  some  in  the 
social  and  cultural  sciences,  in  literature,  and  in  language.  These  courses  are 
essentially  the  equivalent  of  premedical  courses,  except  the  core  is  more  a 
"cultural-psychosociological"  point  of  view  with  emphasis  on  "behavior,"  rather 
than  the  traditionally  medical  orientation  in  which  a  "biochemical-biological- 
organic"  point  of  view  is  the  basis  of  studies  from  which  students  are  chosen. 

The  graduate  training  programs  in  approved  academic  centers  consists  of  four 
years  for  the  doctorate.  These  four  years  consist  particularly  of  additional 
training  in  general  and  specific  psychological  courses,  training  in  the  psychody- 
namics  of  behavior,  and  in  diagnostic  methods  of  all  sorts.  There  are  courses 
in  testing  and  diagnostic  work  which  will  be  applicable  to  the  various  areas  in 
which  the  psychologist  may  work.  Training  in  the  therapeutic  programs  are 
aimed  toward  specific  remedial  aspects  of  special  disabilities.  There  are  courses 
in  the  technique  of  guidance  and  counseling  and  in  "personality  therapy."  In  re- 
cent years,  courses  have  been  developed  for  training  in  the  techniques  of  group 
therapy.  Presently,  much  of  the  work  of  a  clinical  psychologist  is  in  many 
areas  of  research,  and  specific  training  is  directed  toward  methods,  techniques, 
etc,  in  broad  areas.6 

Those  schools  graduating  clinical  psychologists  relate  their  work  to  the  other 
disciplines  in  the  health  field.  There  are  survey  courses  in  the  physiological 
sciences,  introductory  courses  to  medicine,  to  social  organizations,  and  social 
pathology,  and  courses  in  culture  and  its  relationship  to  personality.  There  are 
courses  that  relate  the  graduating  student  to  the  several  fields  in  which  clinical 
psychology  can  be  applied.  During  the  third  of  the  four  years  in  the  graduate 
school  the  student  will  have  a  full  year  of  internship.  Then  the  student  returns 
for  his  fourth  year  in  the  academic  setting,  the  completion  of  which  leads  to  his 
doctorate  degree.  Some  few  schools  now  consider  a  fifth  year  after  the  doctorate 
degree.  At  present,  a  handful  of  schools  give  postdoctorate  courses  to  prepare 
the  clinical  psychologist  for  specific  work  in  a  particular  clinical  or  research 
setting.6-7  On  the  completion  of  the  four  years,  the  clinical  psychologist  is 
granted  a  PhD.  This  will  permit  him  to  do  most  of  his  work,  depending  on 
the  area  and  its  statutes. 

There  are  no  uniform  state  laws  at  present  governing  the  manner  in  which 
a  clinical  psychologist  will  dispense  his  professional  ability.  In  some  states  he 
is  certified  and  controlled  by  some  legal  definitions.  Many  states  express  no 
concern  and  allow  unskilled  semiprofessionals  to  do  anything  under  a  label  of 
"clinical  psychologist,"  until  even  the  genuine  are  embarassed.  Certification  is 
desirable  in  order  to  control  use  of  the  expression  "clinical  psychologist."  No 
state  has  as  yet  seen  fit  to  enforce  or  encourage  psychologists  to  take  "basic  sci- 
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ence  exams,"  even  though  they  "practice"  that  which  many  consider  a  healing 
art. 

At  present,  the  following  principles  are  set  forth  as  the  standard  educational 
background  of  the  clinical  psychologist : 4 

1.  That  a  clinical  psychologist  must  first  of  all  be  a  psychologist. 

2.  That  the  training  be  as  vigorous  and  intensive  as  that  for  any  of  tradi- 
tional doctorates. 

3.  That  preparation  be  broad,  and  that  professional  goals  be  the  end  result. 

4.  That  the  requirements  meet  six  major  subjects  as  noted  above  in  the  train- 
ing program. 

5.  That  the  program  in  these  courses  should  concern  itself  mainly  with  basic 
courses  in  principles  rather  than  multiple  course  techniques. 

6.  That  courses  should  be  scrutinized  regularly  for  their  content  and  judged 
carefully. 

7.  That  the  specific  program  of  instruction  should  be  organized  around  a  care- 
ful integration  of  theory  and  practice. 

8.  Through  all  four  years  of  graduate  work  the  student  should  have  contact 
direct  and  indirect  with  clinical  material. 

9.  That  the  student  through  all  four  years  should  have  contact  with  normal 
material. 

10.  That  the  general  atmosphere  of  the  course  of  training  should  be  to  en- 
courage the  increase  of  maturity,  the  continued  growth  of  the  desirable  per- 
sonality characteristics  in  the  individual  psychologist. 

11.  That  a  distinct  weakness  in  the  training  of  psychologists  compared  with 
that  of  physicians  and  social  workers  has  been  the  lack  of  sufficient  feeling  of 
responsibility  for  patients  and  clients.  The  program  should  do  everything  to 
offset  this  and  relate  the  psychologist  to  the  individual. 

12.  There  should  be  representatives  of  related  disciplines  in  the  teaching  of 
the  clinical  psychologist. 

13.  Research  should  be  emphasized,  but  should  not  be  the  only  thing 
emphasized. 

14.  "In  addition  to  the  research  applications  of  the  data  he  should  become 
sensitive  to  their  social  implications ;  he  must  acquire  the  ability  to  see  beyond 
the  responsibility  he  owes  to  the  individual  patient,  to  those  which  he  owes  to 
society.  Medicine  has  developed  a  code  which  is  admirable  so  far  as  concerns 
responsibility  to  the  individual  patient,  but  has  paid  relatively  less  attention 
to  the  other  type  of  responsibility.  It  would  be  the  hope  that  the  psychologist 
will  gradually  acquire  more  of  the  medical  attitude  toward  the  individual  pa- 
tients that  develops  a  high  degree  of  social  responsibility  as  well." 

At  the  present  time  there  are  approximately  a  thousand  new  clinical  psycholo- 
gists obtaining  their  degrees  each  year.0  About  35%  will  practice  clinical  psy- 
chology.6 Since  1920,  approximately  14,000  psychologists  have  obtained  their 
doctorate  in  this  country.8  This  is  not  a  large  number  compared  to  those  in 
medicine,  but  their  annual  addition  to  clinics,  hospitals,  and  staffs  dealing  with 
mental  illness  has  been  noticeable,  since  they  enter  a  field  which  has  not  enjoyed 
the  attention  and  a  sense  of  responsibility  from  the  physician.  The  sudden 
interest  that  both  have  developed  toward  mental  illness  in  recent  years  brings  the 
two  disciplines  sharply  into  contact.  Here  medical  and  paramedical  groups  need 
to  enjoy  the  understanding  of  one  another.  Their  individual  status  must  be 
understood  by  all  if  conflict  is  to  be  avoided. 

The  physician  requires  from  five  to  six  years  beyond  undergraduate  school 
to  be  ready  to  practice.  Essentially  only  four  years  of  graduate  study  are  now 
required  for  those  in  clinical  psychology.  From  the  standpoint  of  time  alone,  the 
educational  background  of  the  clinical  psychologist  is  a  full  year  less  than  the 
physician  in  general  practice.  As  noted,  the  college  background  approximates 
the  same  level.  Some  schools  are  pressing  for  the  clinical  psychologist  to  have 
six  years  for  the  doctoral  training.0 

A  DIFFERENCE  IN  ORIENTATION 

Medicine  and  medical  education  still  inherently  approaches  the  ills  and  dis- 
orders of  man  from  an  "organic"  point  of  view,  believing  man  to  be  a  biological 
entity  in  which  human  behavior  is  not  yet  fully  accepted  as  a  medical  responsi- 
bility. Psychosociological  factors  are  indeed  considered,  but  the  orientation  of 
modern  medicine  is  still  reluctant  to  go  much  beyond  the  philosophy  of  "disease 
means  pathology." 
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With  this  basic  orientation,  medicine  understanding^  has  difficulty  in  relating 
its  academic  equivalents  to  that  of  the  clinical  psychologist  whose  training  and 
graduate  school  curriculum  is  largely  in  the  psychosociological-cultural  field, 
in  which  behavior  and  the  betterment  of  human  life  is  emphasized.5  Within 
recent  years,  however,  basic  physiology,  neurophysiology,  and  increasingly  larger 
number  of  hours  in  neuroanatomy,  and  introductory  courses  to  both  medicine  and 
psychiatry  have  been  included  as  part  of  the  psychologist's  training.  Although 
at  present  one  would  have  difficulty  equally  comparing  the  two  disciplines,  none- 
theless one  can  foresee  the  time  approaching  when  some  will  consider  that  equiva- 
lent backgrounds  in  training  do  exist. 

It  would  appear,  then,  that  in  the  students  chosen,  and  in  their  college  academic 
training,  medical  and  psychological  backgrounds  are  fairly  equal.  At  present, 
however,  because  of  the  age  and  the  years  of  solidifying  the  profession,  the 
medical  schools  and  the  postdoctorate  training  of  the  physician  seems  to  point  to 
a  more  distinctive  position  of  the  medical  training.  This  is  not  to  be  taken  as 
depreciating  the  training  of  the  younger  profession. 

INTERDEPENDENCE  AND  MUTUAL  BESPECT 

Mental  illness  has  been  comprehended  with  difficulty.  Only  recently  have 
physicians  realized  that  "psychosomatic"  illness  is  indeed  one  of  their  responsi- 
bilities and  that  to  pass  it  off  with  the  remark,  "there  is  nothing  physically  wrong 
with  you,"  is  antiquated  and  detrimental.10  Other  mental  illnesses  must  be  a 
part  of  medical  practice  also. 

Admitted  mental  illness  may  not  in  all  instances  be  a  "disease,"  as  denned  by 
a  physician.  Nonetheless,  the  patient  and  his  family  look  to  the  physician  to 
offer  a  cure,  or  at  least  some  direction  for  help.  Failure  to  do  so  is  hazardous. 
Modern  attitudes  toward  medicine  may  be  related  to  this  past  failure. 

It  is  in  this  area  that  the  clinical  psychologist  offers  help  to  the  physician.  His 
background  and  trainings  are  designed  not  to  "cure  disease,"  but  to  render  pro- 
fessional service  in  the  "diagnosis,  therapy,  and  research"  of  many  problems 
including  disease,  disorder,  and  discomfort  of  humans.5  These  capable  people 
have  entered  a  field  to  which  they  can  contribute,  for  like  the  anatomist,  the 
physiologist,  the  pharmacologist,  and  others,  they  offer  both  the  physician  and 
the  patient  an  approach  so  necessary  in  certain  conditions.  They  have,  and  can, 
contribute  to  the  research  on  behavior  and  emotions,  the  psychology  of  patients. 
Therapeutic  programs  based  on  this  orientation  will  alter  the  effect  of  "behavior 
factors"  on  many  diseases.  This  is  medical  psychology.7  It  is,  and  will  be, 
increasingly  more  important. 

As  Dr.  Thomas  Durant  recently  said,11 

"There  should  be  no  neglect  however  in  medicine  or  in  other  scientific  disci- 
plines of  two  highly  important  endeavors.  The  first  of  these  is  an  attempt  to 
close  the  gap  between  the  appearance  of  important  new  knowledge  and  any  prac- 
tical application  it  may  have  to  the  problems  of  life  (adequate  post-graduate 
education),  and  secondly  an  effective  blending  of  the  new  knowledge  with  that 
which  is  still  of  value  in  the  old." 

This  paper  is  not  to  be  taken  as  an  appeal  for  the  inclusion  of  the  clinical  psy- 
chologists (as  such)  directly  into  medicine.  Neither  medical  or  psychological 
advocates  desire  nor  would  either  profit  by  such  a  move.  Rather  this  paper  is  to 
urge  the  physician  to  become  acquainted  with  and  understand  the  field,  the 
interests,  and  the  abilities  of  the  clinical  psychologist.  It  is  hoped,  too,  that 
the  clinical  psychologist  will  similarly  respond. 

We  are  in  an  era  when  medicine  is  being  forced  to  undergo  major  changes  in 
direction  and  in  philosophy.  The  individual  patient  as  a.person  becomes  increas- 
ingly more  important  than  his  disease.  The  effect  of  his  behavior  pattern,  his 
emotions,  and  his  "psychologic  state,"  on  the  etiology  of  each  disease  is  now 
paramount.  To  aid  and  to  broaden  the  physician's  knowledge  in  this  area  can  be 
the  psychologist's  task  as  an  able  and  cooperative  partner  on  a  team.  Many  psy- 
chiatrists have  so  learned.  Those  in  general  medicine  and  other  specialties  may 
follow. 

But  in  so  doing,  the  physician  is  asked  to  recall  the  statements  of  the  Com- 
mittee on  Relationships  of  Medicine  with  Allied  Health  Professions  and  Services 1 
of  June  1960.  It  stated  so  succinctly  that  physicians  and  other  scientists  must 
recognize  that  those  with  PhD  degrees  have  fitted  themselves  for  a  different  role 
than  the  physician,  and  physicians  must  respect  this.  • 

To  fully  respect  this  difference,  the  committee  believes  there  is  need  for  greater 
recognition  by  physicians  that  allied  scientists  have  developed  their  own  academic 
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curricula  leading  to  advanced  university  degrees  in  distinct  disciplines  of  science 
quite  independently  of  the  medical  profession.  They  have  developed  intrapro- 
f essional,  voluntary  means  to  maintain  and  advance  professional  competence ; 
they  have  initiated  qualifying  boards  for  recognition  of  this  competence  by  their 
peers,  and  they  have  established  their  own  scientific  societies  with  suitable  cre- 
dentials for  membership.  As  members  of  separate  sciences,  inidviduals,  with 
Ph  D  degrees  contribute  essential  skills  and  knowledge  not  only  to  the  medical 
profession,  but  additionally  to  general  education,  industry,  agriculture,  and  other 
fields. 

The  critical  aspect  of  the  problem,  however,  would  appear  to  be  in  the  area  of 
properly  defining  and  respecting  the  areas  of  activity  and  responsibilities  of  these 
scientists  in  caring  for  or  treating  patients.  Historically,  morally,  ethically,  pop- 
ularly, and  legally,  society  and  patients  have  always  given  the  ultimate  re- 
sponsibility for  patient  care  to  the  licensed  medically  trained  physician.  In  the 
final  interest  of  the  patient  and  the  public,  all  other  scientists,  when  contributing 
to  this  patient  care,  have  recognized  and  respected  this  position  of  medicine. 
Until  laws  change  and  customs  vary,  this  must  continue.  But  there  must  be  mu- 
tual respect  not  only  for  the  different  abilities  and  special  qualifications  of  the 
scientists  by  physicians,  but  also  concomitant  recognition  of  the  interdependence 
of  scientists  and  physicians  in  promoting  health. 

As  J.  S.  Gray,  PhD,  MD,  a  physician  and  basic  scientist,  noted,  there  are  areas 
in  medical  education,  research,  and  care— 

"where  neither  medical  training  alone  nor  PhD  training  alone  confers  (the 
needed)  competence;  in  these  areas  both  groups  must  seek  understanding  and 
achieve  a  cooperation  which  will  further  the  best  interests  of  the  patient." 1 

During  the  centuries  that  the  profession  of  medicine  has  matured  and  mellowed 
to  its  present  position,  it  has  known  many  other  disciplines  which  have  sought 
to  affix  themselves  to  the  practice  of  medicine  and  to  the  care  of  patients.  Medi- 
cine has  conscientiously  dealt  with  each,  adding  from  time  to  time  such  others 
as  the  physiologist,  the  surgeon,  etc,  giving  each  the  place  they  have  attained  in 
the  development  of  their  discipline.  Through  these  centuries  medicine  has 
needed  to  most  properly  and  correctly  relate  itself  to  the  patient,  to  the  public, 
and  to  other  disciplines  as  well  as  to  its  own  individual  members.  Centuries  of 
development  have  culminated  in  the  epitome  of  professional  standards  known  as 
"medical  ethics,"  a  code  adhered  to  religiously  by  all  physicians  rendering  service 
in  all  patient-physicians  relationships. 

Medicine  is  energetically  and  wholesomely  adding  mental  illness  to  the  family 
of  human  miseries  for  which  it  assumes  responsibility  and  furnishes  care.  At  the 
same  time  it  finds  this  new  and  younger  discipline,  clinical  psychology,  ready 
and  capable  of  contributing  a  great  deal.  Interrelationships  must  take  place. 
This  is  so  important  for  the  future  of  each  and  for  the  mentally  ill  patients  for 
whom  each  discipline  has  a  bounden  duty. 

In  this  new  interrelationship  medicine  has  so  much  to  contribute  and  offer 
another  discipline.  Its  knowledge  of  interprofessional,  as  well  as  intraprofes- 
sional,  relationships  is  steeped  in  the  wisdom  of  ages.  As  a  profession,  then, 
medicine  must,  as  Robert  Throckmorton  (then  legal  general  counsel  of  the  AM  A) 
recently  stated :  "Teach  and  guide  these  groups  to  understand  and  appreciate  the 
value  of  the  essentials  of  being  'professional.'  " 12  The  patient,  the  profession, 
and  the  public  are  indeed  protected  by  these  essentials,  but  most  important,  the 
continued  growth  and  maturation  of  each  discipline  is  most  firmly  assured. 

That  clinical  psychology  has  a  place  beside  and  within  medicine  in  the  "diag- 
nosis, therapy,  and  research"  of  many  human  disorders  is  accepted  and  en- 
couraged. But  each  individual  physician  must  study  and  acquaint  himself  with 
the  body  of  knowledge  and  the  individuals  who  compose  this  newer  discipline. 
Only  by  determining  for  himself  the  capacity  of  this  new  group  to  be  "profes- 
sional," can  the  individual  physician  decide  how  this  newer  group  can  align  with 
him  and  assist  in  the  doctor-patient  relationship  for  the  future. 
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A  Critical  Look  at  Professional  Education  in  the  Mental  Health  Field 

(Allen  S.  Mariner) 

Various  writers  in  the  "mental  health"  field — that  is,  that  area  of  human 
endeavor  devoted  to  helping  persons  with  emotional  or  psychological  problems — 
have  considered  the  problem  of  educational  preparation  for  the  field.  Looming 
large  in  their  considerations  have  been  questions  concerning  the  relevance  of 
medical  education  and  training  to  the  actual  practice  of  those  working  in  the 
field.  This  questioning  began  almost  as  soon  as  the  field  was  first  defined  in 
meaningful  intellectual  terms,  and  it  was  begun  by  the  man  who  was  most  instru- 
mental in  defining  the  field  as  we  know  it  today — Freud  himself,  in  his  well- 
known  essay  on  "The  Question  of  Lay  Analysis"  (1926)  (5)  (1).  Since  the 
appearance  of  this  essay,  others  have  added  their  arguments  to  Freud's  original 
contribution;  among  contemporary  writers.  Kubie  (1954,1957,1964)  (12,13,14) 
(2,3,4),  Szasz  (1959,1961)  (20,21)  (5,6),  Gardiner  (1960,1962)  (6,7)  (7,8),  Eissler 
(1965)  (3)  (9),  and  Schofield  (1964)  (17)  (10) ,  have  addressed  themselves  to 
this  problem. 

Discussion  of  the  issues  involved  has  been  severely  hampered  by  intense  inter- 
professional rivalries  and  by  problems  of  definition.  Among  "medically-oriented" 
psychiatrists,  the  problem  is  "solved"  by  forcing  the  professionally  observed  and 
manipulated  phenomena  into  what  has  seemed  to  many  a  Procrustean  bed  of 
quasi-medical  terminology ;  by  defining  deviant  behavior  and  feeling  in  terms  of 
"illness"  or  "disease",  these  psychiatrists  place  such  phenomena  firmly  within 
the  domain  of  medicine.  The  defenders  of  this  position  have  been  vigorously 
challenged  by  militant  clinical  psychologists  with  the  able  backing  of  dissident 
psychiatrists.  Psychiatric  caseworkers  and  lay  analysts  have  remained  largely 
aloof  from  this  argument,  at  least  in  print.  Caseworkers  have  been  beset  with  the 
most  acute  problems  of  professional  identity  :  With  rare  exceptions,  they  lack  the 
magic  degree  which  enables  one  to  be  called  "Doctor"  ;  they  frequently  approach 
the  issue  with  an  air  of  diffidence  and  conciliation  and  become  involved  in 
apologetic  and  largely  unsuccessful  attempts  to  differentiate  their  practice  of 
office  "casework"  from  "psychotherapy"  so  that  no  one  will  be  angry  with  them 
(Grinker,  1961 ;  Hollis,  1964 ;  Josselyn,  1948  ;  Kaplan,  1963)  (8,9,10,11)  (11, 12,  13. 
14).  Lay  analysts  consider  themselves  strictly  "psychoanalysts";  they  stem  di- 
rectly from  a  European  tradition  and,  because  of  the  official  position  of  the 
American  Psychoanalytic  Association,  see  themselves  as  a  dying  breed  for  whom 
there  is  no  longer  any  point  in  fighting.  They  constitute  a  small  group,  but 
included  among  them  are  such  illustrious  and  respected  figures  that  they  cannot 
be  omitted. 

I  have  thus  introduced  the  four  professional  groups  who  supply  most  of  the 
professional  psychotherapeutic  help  given  in  this  country  at  this  time.  (There 
are,  of  course,  others  who  supply  such  help — some  clergymen,  nurses  and  even 
aides  in  certain  psychiatric  hospitals  (Warme,  1965)  (22)  (15) — but  the  present 
discussion  will  be  limited  to  the  four  more-officially-recognized  groups.)  Two 
questions  immediately  arise  with  reference  to  the  work  of  these  professionals : 

1.  To  what  extent  can  their  work  be  identified  with  their  professional  origins? 

2.  Do  the  psychiatrists  (including  medical  psychoanalysts)  have  a  significant 


Note:  The  references  are  indicated  in  the  text  in  three  different  ways,  corresponding 
to  the  three  most  common  conventions  for  referencing.  The  system  used  by  the  American 
Psychologist  (employing  author  names  and  dates)  corresponds  to  the  first  parenthetical 
reference  in  each  case.  The  second  and  third,  employing  numbering  systems,  may  be 
ignored. — A.  S.  Mariner,  M.D. 
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advantage  over  the  others  in  the  conduct  of  their  day-to-day  professional  work? 
If  they  do  have  an  advantage,  from  what  does  it  stem  ?  Is  it  specifically  related 
to  their  medical  training,  and,  if  so,  in  what  way? 

To  approach  the  first  of  these  questions,  let  us  imagine  an  experiment  in 
which  random  samples  of  the  work  of  experienced  professionals  from  these  four 
groups  are  observed  by  an  experimenter  who  does  not  know  the  professional 
origins  of  the  subjects.  It  will  be  immediately  apparent  that  certain  profes- 
sional activities  would  identify  the  subject  at  once :  if  he  were  prescribing  drugs 
or  giving  electroshock  therapy,  he  would  have  to  be  psychiatrist ;  if  he  were  giv- 
ing psychometric  tests,  he  would  almost  undoubtedly  be  a  psychologist;  if  he 
were  using  hypnosis,  he  would  be  either  a  psychiatrist  or  a  psychologist ;  if  he 
were  making  <a  home  visit,  he  would  in  all  likelihood  be  either  a  social  worker 
or  a  psychiatrist ;  if  he  were  engaged  in  an  interview  in  which  the  patient  was 
on  a  couch,  he  would  be  either  a  psychiatrist  or  a  lay  analyst.  If,  however, 
the  experimenter  were  confronted  with  samples  of  professional  behavior  limited 
to  "interview  material"  in  the  usual  sense — individual,  family,  or  group — he 
would  find  it  extremely  difficult,  if  not  impossible,  to  deduce  the  subject's  pro- 
fessional origins  in  terms  of  the  so-called  'disciplines'.  Instead,  he  would 
probably  find  himself  identifying  Freudian  analysts,  Jungians,  Rogerians, 
"psychoanalytically-oriented"  therapists,  "rational-emotive"  therapists,  "ex- 
istential-experimental" therapists,  and  other  breeds.  In  other  words,  he  would  be 
able  to  make  deductions  about  the  theoretical  bias  of  the  therapist,  about  the 
teachers  who  had  left  their  imprint  on  his  work,  and  about  the  books  he  had  read 
far  more  easily  than  he  would  about  whether  the  subject  had  ever  gone  to  medical 
school  or  held  a  doctorate  in  clinical  psychology.  While  he  might  well  be  able 
to  identify  a  psychoanalytic  interview  as  such,  he  would  undoubtedly  not  be 
able  to  tell  whether  the  analyst  had  had  medical  training.  Further,  if  he  could 
observe  the  course  of  an  entire  therapy,  he  would  still  not  be  able  to  identify 
with  any  certainty  the  professional  "discipline"  of  the  therapist  as  long  as  the 
therapeutic  contact  included  none  of  the  "parametric"  behaviors  mentioned  above 
and  as  long  as  the  therapist's  verbalizations  did  not  include  any  jargon  which 
is  identified  with  one  particular  "discipline"  (e.g.,  if  a  therapist  spoke  of  "sharing 
information",  he  could  probably  be  identified  as  a  social  worker  on  the  basis  of 
this  verbal  clue).  It  is  assumed  that  the  above  assertions  will  not  appear 
strange  or  untenable  to  most  sophisticated  workers  in  the  pschotherapeutic  pro- 
fessions. Those  who  wish  corroboration  are  referred  to  the  work  of  Hans 
Strupp  (1960)  (19)  (16)  and  to  the  excellent  discussion  in  Schofield's  Psycho- 
therapy: The  Purchase  of  Friendship  (Chapter  6)  (1964)  (17)  (10).  It  has  been 
found  that  even  the  observable  differences  among  therapeutic  schools  tend  to 
diminish  with  increasing  age  and  experience  of  therapists. 

It  may  be  concluded,  then,  that  the  work  of  professionals  in  this  field  can  be 
identified  as  to  "discipline  of  origin"  only  when  certain  specific  behaviors  are 
employed;  even  then,  there  are  very  few  such  behaviors  which  could  firmly 
identify  a  subject  in  our  imagined  experiment  as  having  had  medical  training 
(assuming  that  he  is  not  "wearing  two  hats"  and  functioning  also  as  a  general 
physician)  :  performing  physical  examinations,  prescribing  or  administering 
drugs,  and  giving  electroshock  treatment.  (He  might  also  be  identified  by  cer- 
tain administrative  behaviors  such  as  giving  or  withholding  ward  privileges  in 
a  hospital,  signing  commitment  papers,  or  testifying  in  court  as  a  legal  sanity  ; 
these  activities  will  be  discussed  later. ) 

With  this  fact  in  mind,  we  may  proceed  to  the  second  of  the  two  questions 
posed  above :  Do  psychiatrists  have  a  significant  advantage  over  other  thera- 
pists in  the  conduct  of  their  day-to-day  professional  work?  The  preceding  dis- 
cussion makes  it  clear  that  this  question  must  be  subdivided  into  two  questions : 

(a)  Do  psychiatrists  have  a  significant  advantage  when  functioning  purely 
as  "psychotherapists"  in  the  usual  sense — that  is,  without  employing  physical 
methods? 

(b)  To  what  extent  does  the  possibility  of  employing  the  physical  methods 
mentioned  above  constitute  an  advantage  for  the  psychiatrist? 

Two  main  arguments  have  been  advanced  to  sustain  the  claim  that  medical 
training  confers  an  advantage  on  the  psychotherapist;  these  might  be  termed 
the  argument  from  knowledge  and  the  argument  from  attitude  and  charisma. 
The  proponents  of  the  former  maintain  that  the  physician's  knowledge  of  physi- 
cal symptoms  and  disease  constitutes  an  important  part  of  the  armamentarium 
of  the  psychotherapist  and/or  that  this  knowledge  is  essential  because  the 
therapist  must  assume  what  is  termed  "medical  responsibility"  for  the  patient. 
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The  assertion  that  knowledge  of  physical  medicine  is  important  to  the  psycho- 
therapist appears  patently  false  when  one  considers  the  obvious  fact  that  large 
numbers  of  non-medical  therapists  function  quite  effectively  without  this  knowl- 
edge. Therapists  of  every  background,  medical  and  otherwise,  routinely  make 
a  practice  of  depending  on  general  physicians,  internists,  and  other  medical  men 
for  opinions  and  recommendations  regarding  organic  problems  in  their  patients ; 
and  the  suspecting  of  organic  disease  is  most  assuredly  not  limited  to  psychia- 
trists.   Two  situations  known  to  the  author  are  relevant  in  this  connection : 

A  psychologically  sophisticated  patient  dismissed  certain  abdominal  symp- 
toms as  being  obviously  "psychosomatic"  because  they  appeared  to  be  re- 
lated to  material  with  which  she  was  dealing  in  therapy.  Her  therapist, 
however,  insisted  that  she  consult  a  physician.  Examination  revealed  a 
twisted  ovarian  cyst.    The  therapist  was  a  lay  analyst. 

A  woman  was  seen  in  psychotherapy  over  a  prolonged  period  because  of 
persistent  abdominal  symptoms  for  which  extensive  physical  investigations 
had  revealed  no  cause.  The  therapist  was  convinced  that  the  symptoms 
were  somatic  expressions  of  feelings  related  to  the  patient's  intensely  con- 
flictual  marriage ;  numerous  connections  between  various  symptomatic  mani- 
festations and  the  vicissitudes  of  the  marital  situation  were  observed  in  the 
course  of  the  therapy.  The  treatment  ended  precipituously  when  the  pa- 
tient consulted  a  surgeon  whom  she  had  never  seen  before;  this  surgeon 
performed  a  laparotomy  and  found  the  patient's  peritoneal  cavity  to  be 
extensively  invaded  by  a  malignant  tumor.  The  therapist  in  this  case:  a 
psychiatrist. 

Further  examples  may  be  found  in  Eissler's  Medical  Orthodoxy  and  the  Future 
of  Psychoanalysis  (1905)  (3)  (9). 

The  term  "medical  responsibility"  is  often  used  but  seldom  denned.  Opera- 
tionally, one  assumes  responsibility  when  one  agress  to  perform  a  certain  func- 
tion (professional  or  otherwise).  What,  exactly,  does  one  who  assumes  "med- 
ical responsibility"  take  upon  himself?  The  answer,  obviously,  is  that  the  re- 
sponsibility varies  according  to  the  field  in  which  the  professional  is  working. 
The  ophthalmologist  assumes  responsibility  for  diagnosing  and  treating  eye  con- 
ditions; he  does  not  assume  either  diagnostic  or  therapeutic  responsibility  for 
other  conditions.  If  a  patient  mistakenly  visits  his  office  with  intestinal  com- 
plaints, he  does  not  assume  any  responsibility  for  the  patient  other  than  to 
refer  him  to  an  appropriate  source  of  help.  If  he  has  a  patient  in  the  hospital 
for  an  eye  operation,  he  asks  a  general  physician  to  do  the  routine  physical  exam- 
ination. If  the  patient  develops  post-operative  pneumonia,  he  will  assume  the 
responsibility  for  calling  in  an  internist  to  treat  the  pneumonia;  he  will  not 
take  the  responsibility  for  diagnosing  and  treating  it  himself  because  he  (quite 
correctly)  considers  it  outside  his  realm  of  competence.  Thus  even  within  the 
field  of  organic  medicine,  "medical  responsibility"  is  not  a  global  responsibility ; 
institutional  rhetoric  and  operational  reality  are  two  different  things. 

In  the  psychiatric  field,  the  confusion  is  particularly  important  because  an 
issue  is  made  of  the  "medical  responsibility"  concept.  The  ophthalmologist  is* 
not  criticized  because  he  does  not  assume  the  responsibilities  of  the  general  phy- 
sician or  the  internist,  but  the  psychiatrist  is  admonished — albeit  with  no  clarity 
of  thought — to  "assume  medical  responsibility  for  the  patient".  This  injunction 
may  be  viewed  from  both  sides — the  psychiatrist's  and  the  patient's.  From  the 
psychiatrist's  side,  one  immediately  sees  a  strange  contradiction:  the  psychia- 
trist is  told  to  assume  medical  responsibility  but  is  also  repeatedly — and  cor- 
rectly— reminded  that  he  cannot  or  should  not  assume  it,  both  because  he  no 
longer  has  the  competence  and  because  of  the  difficulties  involved  in  trying  to 
play  both  medical  and  psychotherapeutic  roles  (Kubie,  1954;  Colby,  1951)  (12.2) 
(2,  17).  From  the  patient's  side,  as  Szasz  (1959)  (20)  (5)  has  pointed  out,  it 
would  appear  quite  unwarranted  to  transfer  responsibility  for  physical  health 
matters  from  he  patient  and  his  physician  to  the  psychiatrist. 

The  assertion  that  the  psychiatrist  should  assume  medical  responsibility  is  fre- 
quently coupled  with  the  idea,  usually  expressed  covertly,  that  physical  disease  is 
an  ever-present  possibility  in  the  psychotherapy  patient.  Kubie,  for  example,  in 
his  long  and  valuable  paper  on  "The  Pros  and  Cons  of  a  New  Profession  :  A  Doc- 
torate in  Medical  Psychology"  (1954)  (12)  (2),  advises  that  patients  in  psycho- 
therapy be  subjected  periodically  to  "meticulous  organic  scrutiny"  lest  some 
physical  abnormality  be  overlooked.  There  would  appear  to  be  only  two  pos- 
sible rational  reasons  for  such  physical  investigation  of  the  patient  who  is  under- 
going psychotherapy  for,  let  us  say,  exhibitionism  or  agoraphobia:  (a)  the  ex- 
hibitionism or  agoraphobia  (and.  I  must  stress  that  these  are  randomly  chosen 
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examples)  is  suspected  of  being  basically  organic  in  origin — a,  most  unlikely 
suspicion;  or  (b)  exhibitionists  and  agoraphobics  are  more  prone  to  physical 
disease  than  other  people  and  should  therefore  have  regular  physical  examina- 
tions more  frequently.  There  is  a  striking  paradox  inherent  in  this  position — 
namely,  that  if  a  patient  deemed  it  necessary  to  subject  himself  to  repeated 
physical  examinations  in  the  absence  of  any  signs  or  symptoms  of  physical  dis- 
eases, his  behavior  would  almost  undoubtedly  be  adjudged  indicative  of  hypo- 
chondriacal anxiety  or  unwillingness  to  give  up  the  defensive  idea  that  "it's  really 
physical".  Thus,  it  is  as  if  the  very  behavior  which  would  be  deemed  neurotic 
on  the  part  of  the  patient  were  to  be  institutionalized  as  desirable  or  even  essen- 
tial on  the  part  of  the  therapist.  Actual  practice,  of  course,  is  more  realistic : 
psychotherapy  patients  are  not  subjected  to  periodic  physical  examination, 
whether  their  therapists  are  medical  or  non-medical;  like  everyone  else,  they 
consult  medical  men  when  some  indication  for^such  consultation  arises.  There 
is  no  rational  basis  for  the  assumption  that  a  person  involved  in  psychotherapy 
is,  for  that  reason  alone,  any  more  apt  to  develop  organic  diseases  than  anyone 
else. 

(Kubie  in  the  above-mentioned  paper  introduces  another — and  even  stran- 
ger— "argument  from  knowledge"  when  he  suggests  that  only  physicians  can 
recognize  psychosis.  The  reaction  of  any  seasoned  clinical  psychologist  to  this 
suggestion  need  not  be  described.) 

A  widespread  misunderstanding  exists  with  regard  to  the  medically-trained 
therapist — namely,  that  his  behavior  as  a  therapist  reflects  his  medical  knowl- 
edge. Operationally,  this  is  simply  not  true.  Unless  he  is  functioning  also  as  a 
.general  physician,  the  psychiatrist-therapist  does  not  actually  do  anything  about 
physical  symptoms  or  physical  illness  in  his  patients  which  is  in  any  way  differ- 
ent from  what  the  non-medical  therapist  does.  He  deals  with  these  phenomena 
as  aspects  of  the  patient's  psychological  world ;  he  may  be  concerned  about  their 
meaning  to  the  patient  or  about  the  patient's  ways  of  dealing  with  them,  but  he 
will  not  undertake  to  deal  with  them  himself  at  the  physical  level.  Thus,  a 
therapist  may  focus  a  patient's  attention  on  his  reluctance  to  seek  medical  help 
for  suspected  or  obvious  physical  diseases  but  he  will  not  attempt  to  diagnose  or 
treat  the  physical  disease  himself.  These  statements  are  just  as  true  in  cases 
involving  the  so-called  "psychosomatic"  diseases  as  they  are  in  such  cases  as  that 
of  the  patient  who  breaks  his  leg  in  a  skiing  accident  in  the  course  of  psycho- 
therapy. The  psychiatrist  does  not  prescribe  a  diet  for — or  perform  a  gastric 
resection  on — the  patient  with  a  peptic  ulcer,  nor  does  he  set  the  fracture  of  his 
skiing  patient. 

In  summary,  the  mental  health,  professional  assumes  responsibility  for  the 
mental  health  task;  the  extent  to  which  this  task  is  "medical" — and  hence  re- 
quires a  medical  education — is  the  basic  question  to  which  this  paper  is 
addressed. 

To  pursue  this  question  at  a  very  practical  level,  I  decided  to  list  all  the  courses 
of  my  own  pre-medical  and  medical  education  for  the  purpose  of  assessing  their 
relevance  to  my  own  functioning  as  a  psychotherapist.  I  knew  that  I  would  find 
more  in  the  "irrelevant"  column  than  in  the  "relevant"  column,  but  I  was  some- 
what surprised  at  the  enormous  imbalance.  Being  as  realistic  and  honest  as 
possible,  I  had  to  conclude  that  virtually  all  of  my  internship  and  medical  school 
experience,  with  the  single  exception  of  the  specifically  psychiatric  courses  and 
clerkships,  was  irrelevant.  The  required  pre-medical  courses  in  biology, 
chemistry,  physics,  and  mathematics  were  also,  of  course,  grossly  irrelevant. 
Courses  in  English  composition  and  literature  fared  somewhat  better,  the  former 
as  training  in  the  organization  and  presentation  of  thought  and  the  latter  as  an 
exposure  to  some  of  the  vagaries  of  human  behavior.  Two  elective  college 
courses  in  philosophy  and  ethics  seemed  to  have  more  direct  relevance  to  the 
kinds  of  problems  with  which  I  deal  than  did  all  the  endless  hours  of  chemistry, 
zoology,  pathology,  surgery,  and  the  like.  (I  do  not,  of  course,  mean  to  imply  that 
all  of  these  "irrelevant"  courses  were  totally  worthless  in  terms  of  general  educa- 
tional background ;  I  am  concerned  here  only  with  the  question  of  more  or  less 
direct  relevance  to  a  particular  professional  task.) 

What,  then,  did  prepare  me  to  be  a  psychotherapist?  Very  simply,  residency 
training  in  therapy,  reading,  and  experience  (including  experience  as  a  patient, 
both  in  analysis  and  in  analytically^oriented  psychotherapy).  For  none  of  these 
was  my  medical  background  necesary  or  even  significantly  helpful. 

The  accompanying  diagram  is  an  attempt  to  present  the  interrelationships 
among  the  various  elements  in  my  professional  background  (Fig.  1). 
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The  other  argument  in  favor  of  medical  training  for  the  psychotherapist  is 
the  argument  from  attitude  and  charisma.  It  is  sometimes  held  that  "only  the 
doctor"  (i.e.,  the  physician)  can  assume  the  proper  therapeutic  attitude  toward 
the  patient  and  command  the  supposedly  necessary  degree  of  reverence  from 
him  (Zilboorg,  1943)  (24)  (18).  The  patently  institutional  assertion  that 
physicians  have  a  monopoly  on  therapeutic  attitudes  is  one  which  seems  too 
manifestly  false  to  warrant  detailed  refutation.  Anyone  who  has  open-mindedly 
worked  with  physicians  and  with  non-medical  psychotherapists  knows  that  atti- 
tudes toward  patients  and  modes  of  relating  to  them  vary  with  the  personalities 
and  theoretical  orientations  of  the  professionals  and  cannot  be  related  to 
academic  background  in  any  direct  way.  Further,  it  has  been  repeatedly  and 
clearly  pointed  out  that  the  nature  of  the  relationship  between  psychotherapist 
and  patient  is  distinctly  different  from  that  between  physician  and  patient 
(Sobel,  1964;  Wheelis,  1958)  (18,23)  (19,  20).  Specifically,  it  is  worth  noting 
that  physicians  habitually  speak  of  "taking  care  of"  their  patients,  the  psycho- 
therapist is  frequently  actively  concerned  with  getting  the  patient  to  "take  care 
of"  himself  and  speaks  of  "seeing"  or  "working  with"  a  patient.  Thus  one  might 
well  question  the  desirability  of  a  traditional  'medical  attitude'  in  dealing  with 
the  psychotherapy  patient. 

One  particularly  subtle  way  in  which  psychiatric  writers  sometimes  imply 
that  non-medical  therapists  are  "inferior"  is  exemplified  by  the  familiar  state- 
ment that  the  threat  of  suicide  represents  a  medical  emergency;  one  writer 
(Lesse,  1965)  (15)  (21)  has  compared  it  directly  with  threatened  coronary  oc- 
clusion. The  hidden  implication  in  this  statement  is  that  conditions  or  situa- 
tions which  are  "serious"  are  ipso  facto  "medical"  and  that  only  physicians  "can" 
or  "should"  deal  with  them.  That  the  threat  of  suicide  is  a  serious  problem  very 
few  would  deny,  but  conditions  which  are  serious  are  not  necessarily  "medical"  ; 
the  threat  of  suicide  might  more  appropriately  be  termed  a  "humanistic  emer- 
gency", a  "psychological  emergency",  perhaps  even  an  "existential  emergency". 
There  is  no  logical  reason  for  placing  a  problem  in  the  domain  of  medicine  simply 
because  of  its  "importance"  or  "seriousness" ;  the  substantive  content  of  the 
problem  should  be  the  determining  factor.  Similarly,  there  is  no  reason  to  as- 
sume that  the  ability  to  behave  in  a  "responsible"  manner,  both  in  a  general  hu- 
man sense  and  within  the  framework  of  a  professional  role,  is  inextricably 
linked  with  medical  experience. 

It  may  be  granted  that  for  some  patients  the  charisma  of  the  physician  is  an 
important  determinant  of  attitudes  and  behavior  (Frank,  1961)  (4)  (22) .  For 
reasons  of  status,  because  of  misinformation  regarding  professional  function- 
ing, or  for  manipulative  reasons,  certain  patients  insist  on  having  medical 
therapists.  This  sort  of  behavior  on  the  part  of  a  patient,  however,  is  clearly  ir- 
rational ;  and  for  psychiatrists  to  capitalize  on  it  as  a  justification  for  asserting 
a  therapeutic  monopoly  is  strangely  ironic.  They  frequently  do,  however ;  and 
non-medical  therapists  often  fall  into  the  trap,  defining  themselves  into  a  state 
of  "inferiority" — and  hence  of  lessened  therapeutic  efficacy — as  a  result  of  ex- 
posure to  the  medical  "party  line". 

It  seems  clear,  then,  that  whatever  advantage  accrues  to  the  psychiatrist  func- 
tioning as  a  psychotherapist  stems  not  from  his  medical  knowledge  but  from  ir- 
rational attitudes  on  the  part  of  his  patients,  his  colleagues,  and  himself  (or, 
of  course,  from  non-medical  training  experiences). 

We  may  now  ask  whether  the  availability  of  physical  techniques  as  adjuncts 
or  alternatives  to  purely  psychotherapeutic  methods  constitutes  a  significant 
advantage  for  the  psychiatrist  in  contrast  to  other  therapists.  There  are,  as 
noted  above,  three  such  techniques  to  be  considered,  one  diagnostic  and  two 
therapeutic.  The  diagnostic  technique  is,  of  course,  the  physical  examination. 
The  most  obvious  fact  relevant  to  this  technique  is  that  the  psyche — the  object 
of  study  of  psychiatry  and  psychology — is  not  a  physical  object  and  hence  cannot 
be  examined  physically ;  its  disorders  cannot  be  diagnosed  by  physical  methods. 
It  is  hardly  surprising,  therefore,  that  most  psychiatrists  do  not  perform  physi- 
cal examinations  except  on  hospitalized  patients,  and  then  frequently  only  as  a 
matter  of  routine  compliance  with  hospital  rules.  I  am  sure  that  I  am  by  no 
means  atypical  in  reporting  that  I  have  not  done  a  single  physical  examination 
in  eight  years  of  private  office  practice  and  three  years  of  clinic  practice.  I  am 
sure  also  that  I  am  not  atypical  in  stating  that  I  would  not  trust  my  own  ability 
as  a  physical  diagnostician  in  any  but  the  most  obvious  situations.  In  the  kinds 
of  cases  in  which  the  interpretation  of  physical  findings  is  diagnostically  im- 
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portant — cases  involving  cardiac  symptoms,  suspected  hyperthyroidism,  ques- 
tionable neurological  manifestations,  and  the  like — sound  practice  demands  the 
sort  of  reliable  and  expert  opinion  which  can  be  provided  by  the  internist  or 
the  neurologist,  not  the  opinion  of  one  whose  expertise  lies  in  quite  a  different 
field.  For  really  serious  purposes,  then,  the  physical  examination  is  not  a  func- 
tioning part  of  the  average  psychiatrist's  armamentarium.  To  maintain  suffi- 
cient expertise  in  physical  diagnostic  observation  to  offer  definitive  judgments 
in  cases  such  as  those  mentioned  above,  the  psychiatrist  would  have  to  continue 
to  perform  numerous  physical  examinations ;  such  use  of  psychiatric  time  would 
appear  manifestly  unwarranted  in  view  of  the  availability  of  specialists  in  the 
appropriate  medical  fields. 

It  is  a  fascinating  irony  that  many  psychiatrists  who  hold  the  view  that  physi- 
cal medicine  is  an  appropriate  basis  for  mental  health  practice  and  who  would 
object  strenuously  to  any  questioning  of  the  relevance  of  physical  examination 
techniques  to  that  practice  make  no  secret  of  their  ignorance  of  the  only  psycho- 
diagnostic  tools  we  have  other  than  the  interview  (or  pure  observation) — i.e., 
psychological  tests.  Whatever  may  be  their  usefulness,  they  constitute  the  only 
method  we  have  which  even  roughly  approaches  the  diganostic  tests  of  physical 
medicine ;  it  would  seem  only  reasonable,  therefore,  for  all  workers  in  the  field 
to  be  at  least  somewhat  conversant  with  them. 

The  prescribing  of  drugs  has  become  a  far  more  important  part  of  psychiatric 
practice  since  the  advent  of  the  "psychotropic"  drugs ;  and  while  there  are  some 
psychiatrists  who  avoid  all  use  of  drugs,  there  can  be  no  doubt  that  for  many, 
the  ataractics,  antidepressants,  sedatives  and  stimulants  comprise  a  useful  set 
of  pharmacological  tools  (Bahn  et  al.,  1965)  (1)  (23).  Even  those  psychiatrists 
who  use  these  drugs  infrequently  would  presumably  agree  that  they  do  contribute 
significantly  in  the  task  of  helping  certain  emotionally  disturbed  people,  particu- 
larly the  psychotic  and  the  severely  depressed. 

The  actual  administering  of  drugs  by  psychiatrists  is  usually  limited  to  hospital 
situations.  There  are  a  few  psychiatrists  who  occasionally  use  intravenous 
pentothal  for  office  interviews,  but  this  practice  is  apparently  extremely  rare, 
and  most  psychiatrists'  offices  are  not  equipped  for  this  sort  of  medical  proce- 
dure— a  fact  which  in  itself  indicates  that  most  psychiatrists  do  not  regard  it  as  a 
significantly  helpful  technique.  It  is  safe  to  say  that  the  overwhelming  majority 
of  drugs  employed  by  psychiatrists  are  prescribed,  not  directly  administered  by 
the  psychiatrist  himself. 

The  use  of  electroshock  has,  of  course,  decreased  markedly  since  the  beginning 
of  the  "drug  era".  There  remains,  however,  a  group  of  patients  for  whom  it  is 
unquestionably  extremely  useful,  if  not  irreplaceable ;  these  are  the  patients  with 
severe  endogenous  depressions  who  do  not  respond  to  antidepressant  drugs  and 
with  whom  psychotherapy  is  a  practical  impossibility.  It  is  of  crucial  importance 
to  note,  however,  that  many,  if  not  most,  psychiatrists  do  not  actually  give  electro- 
shock  therapy  themselves.  It  is,  for  this  large  group,  a  specialized  procedure  for 
which  they  refer  patients  to  practitioners  who  employ  it  frequently  and  who  are 
thoroughly  familiar  with  its  use  and  with  the  complications  which  may  ensue. 
These  practitioners  are  equipped,  either  in  hospitals  or — less  often — in  their 
offices,  with  the  apparatus  and  additional  staff  needed  to  administer  the  treat- 
ment ;  they  are  also  covered  with  the  substantially  larger  amounts  of  insurance 
required.  Since  the  number  of  patients  for  whom  electroshock  is  definitely 
"indicated"  has  shrunk  so  drastically  with  the  advent  of  the  psychotropic  drugs, 
this  specialization  appears  inevitable  and  appropriate.  The  relevant  conclusion 
in  terms  of  the  larger  question  being  considered  here  is  that  awareness  of  indica- 
tions for  electroshock  and  its  availability  are  important  for  most  psychiatrists 
wbile  the  actual  giving  of  the  treatment  is  frequently  left  to  those  who  make  a 
specialty  of  it. 

Of  the  three  distinctly  medical  techniques  under  discussion,  then,  only  one — 
the  prescribing  of  drugs — is  commonly  employed  by  large  numbers  of  psychia- 
trists. It  is  important  to  note  that  the  list  of  drugs  used  by  psychiatrists  is  a 
very  short  one  in  comparison  to  the  entire  pharmacopoeia,  being  limited,  with 
most  practitioners,  to  tranquilizers,  antidepressants,  sedatives,  and  energizers. 
The  implications  of  this  observation  will  be  developed  further  later  in  the  discus- 
sion ;  a  question  may  be  posed  at  once,  however,  as  to  whether  it  may  be  realisti- 
cally claimed  that  four  years  of  medical  education  is  an  operationally  necessary 
prerequisite  for  the  prescribing  of  four  very  limited  classes  of  drugs. 

There  are,  as  noted  earlier,  certain  administrative  behaviors  which  are  almost 
invariably  performed  by  psychiatrists  and  hence  could  serve  to  identify  the 
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subject  in  our  imagined  experiment ;  such  behaviors  would  include  hospitalizing 
patients,  giving  and  withholding  privileges  on  psychiatrc  wards  in  hospitals, 
signing  commitment  papers,  testifying  as  to  legal  sanity,  and  the  like.  When 
the  suggestion  is  made  that  such  activities  could  just  as  effectively  be  carried 
out  by — for  example — clinical  psychologists,  the  outrage  of  the  psychiatrist 
frequently  finds  expression  in  some  such  question  as :  "Would  you  want  anyone 
but  a  doctor  to  make  decisions  like  these?"  It  is  asserted  that  only  the  physi- 
cian can  "take  the  responsibility".  This  sort  of  assertion  indicates  not  only 
"status  panic"  but  also  a  complete  confusion  of  operational  and  institutional 
considerations.  When  the  psychologist  states  that  he  "cannot" — for  example — 
sign  commitment  papers,  he  is  saying  simply  that  institutional  regulations  do  not 
permit  him  to  sign  them;  he  is  no\t  saying  that  he  lacks  the  knowledge  or  judg- 
ment to  do  so.  If  one  is  careful  to  avoid  the  institutional  trap,  it  appears  obvious 
that  medical  training  is  not  in  any  way  operationally  necessary  for  the  perform- 
ance of  the  administrative  behaviors  being  considered  here.  What  is  necessary 
is  the  observational  skill  and  judgment  which  comes  only  from  experience  with 
disturbed  people — experience  which  is  common  to  psychiatrists  and  other  mental 
health  professionals  but  not,  frequently,  to  general  physicians,  who,  because  of 
the  institutional  rules,  "can"  make  various  administrative  decisions  about  people 
who  come  under  their  scrutiny  (e.g.,  sign  commitment  papers) . 

One  type  of  professional  behavior  which  is  sometimes  mentioned  as  inherently 
"medical"  is  the  applying  of  diagnostic  labels.  Here  again  one  encounters  con- 
fusion between  institutional  rules  and  operational  realities.  As  an  example,  in 
Florence  Hollis's  recent  book  entitled  Casework:  A  Psychosocial  Therapy  (1964) 
(9)  (12) — which  is,  as  one  reviewer  pointed  out,  a  treatise  on  psychotherapy  as 
practiced  by  caseworkers — the  author  makes  this  statement  (p.  195)  :  "An  opin- 
ion about  the  nature  of  a  mental  disturbance  becomes  a  medical  diagnosis  only 
when  it  is  expressed  by  a  physician."  If  a  social  worker  labels  a  client  "schizo- 
phrenic", this  is  "a  casework  diagnosis  .  .  .  designed  for  casework  treatment". 
Presumably,  then,  a  similar  diagnosis  made  by  a  psychologist  would  be  a  "psy- 
chological diagnosis" — something  different  from  a  "casework  diagnosis"  and 
different  also  from  a  "psychiatric  diagnosis".  In  reality,  all  three  professionals 
are  saying  the  same  thing,  performing  the  same  professional  act,  when  they  state 
that  a  patient  (or  "client")  is  "schizophrenic",  providing  only  that  they  agree 
on  the  meaning  of  the  term.  If  disagreements  arise  among  professionals  of  differ- 
ent "disciplines"  about  matters  of  diagnosis,  they  are  true  disagreements,  not 
artifacts  resulting  from  differences  in  professional  origin. 

I  have  defined  the  "mental  health"  field  as  "that  area  of  human  endeavor 
devoted  to  helping  persons  with  emotional  or  psychological  problems" ;  it  is,  to 
be  somewhat  more  expansive,  the  field  of  man's  anxieties,  depressions,  irrational 
doubts  and  fears,  irresponsibilities,  disturbed  social  relations,  maladaptive  be- 
havior, disturbed  thinking — the  field  of  the  psychic  problems  of  man  as  man,  a 
social,  symbolizing  being,  not  man  as  a  biological  machine.  It  is  altogether 
appropriate  to  ask,  from  an  operational  viewpoint  unhampered  by  any  pre- 
existing institutional  rules,  what  we  need  to  know  about  man  in  order  to  help 
him  with  these  kinds  of  problems  (and — if  need  be — to  make  decisions  about 
him  when  he  becomes  socially  incompetent  in  the  course  of  trying  to  deal  with 
them). 

This  sort  of  question  may  be  approached  from  a  theoretical  base  or  from  the 
practical,  purely  operational  surface,  with  subsequent  inquiry  into  the  relevant 
underpinnings  of  operational  knowledge.  From  a  theoretical  point  of  view, 
to  an  observer  unhampered  by  institutional  concerns,  it  would  seem  apparent 
that  a  knowledge  of  human  behavior,  thought,  and  emotion  would  be  the  logical 
and  necessary  foundation  on  which  a  professional  practice  dealing  with  dis- 
turbance of  behavior,  thought,  and  emotion  would  have  to  rest.  Thus  psy- 
chology— or,  more  generally,  "behavioral  science" — would  seem,  unquestionably, 
to  be  the  basic  academic  discipline  of  choice.  (That  this  should  be  considered 
a  heretical  statement  when  made  by  a  psychiatrist  is  evidence  of  the  almost 
incredible  irrationality  of  the  medical  profession  in  this  area ;  "a  psychological 
background  for  dealing  with  psychological  problems"  would  seem  as  obvious  a 
choice  as  "a  biological  background  for  dealing  with  biological  problems".)  The 
relevance  of  personality  theory,  learning  theory,  communication  theory,  and  the 
study  of  group  interactions  seems  too  obvious  to  need  emphasis.  Also  relevant 
to  the  professional  task  would  be  some  knowledge  of  sociology,  to  provide  a 
broader  perspective  and  to  place  the  individual  and  the  family  in  a  social  frame- 
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work,  and  some  knowledge  of  human  biology,  of  the  body  in  and  through  which 
man  perceives  his  environment  and  expresses  himself.  A  broad  humanistic 
education  and  education  in  scientific  method  should  be  included  to  guard  against 
what  the  French  so  aptly  term  deformation  professionelle. 

To  approach  the  question  from  the  other  direction,  the  earlier  discussion  of 
the  operational  surface  of  the  mental  health  professions  may  here  be  briefly 
recapitulated :  The  work  of  the  mental  health  professional  consists  mainly  of 
formulating,  within  some  psychological  theoretical  framework  and  in  psycholog- 
ical (or  socio-psychological)  terms,  the  problems  presented  to  him  by  those 
who  seek  (or  are  brought  into)  his  professional  influence,  and  attempting  to 
ameliorate  these  problems.  The  methods  used  in  the  formulating  (or  "diag- 
nostic") aspect  of  the  professional  task  are  interviews  of  various  sorts  and, 
sometimes,  psychological  testing.  The  methods  used  in  the  therapeutic  aspect 
of  the  task  are — again — interviews  of  various  sorts  (individual,  family,  group, 
etc.),  environmental  structuring  (e.g.,  hospitalization),  the  prescribing  of  a 
limited  number  of  "psychoactive"  drugs,  and  (in  a  decreasing  number  of  cases) 
electroshock  therapy  or  referral  for  such  therapy. 

What  are  we  to  make  of  the  fact — and  I  take  it  to  be  a  fact — that  good 
"diagosticians"  and  good  therapists  come  from  backgrounds  which  include  noth- 
ing in  common  beyond  training  and  experience  in  formulating  and  working  with 
human  problems  by  means  of  interviews?  What  are  we  to  make  of  the  dis- 
comfiting fact  that  Janet  Rioch  can  train  intelligent  housewives  to  perform 
quite  competently  as  therapists  without  the  benefit  of  specific  backgrounds  in 
any  of  the  usual  "disciplines"  (Pines,  1962)  (16)  (24)?  What  of  the  fact  that 
psychiatrists  with  no  training  whatever  in  psychology  other  than  psychoanalytic 
theory  can  be  excellent  therapists?  The  clear  implication  of  these  facts  is  that 
psychotherapy  is  still  largely  without  true  scientific  underpinnings — is  still, 
to  use  a  cliche,  as  much  art  as  science  (perhaps,  alas,  more  art  than  science). 

Just  as  surely  as  this  is  the  case  today,  however,  the  academic  field  to  which 
we  must  look  for  elucidation  of  what  we  are  already  doing  in  diagnostic  and 
therapeutic  interviewing — and  for  scientific  instruction  in  how  we  might  do  it 
better — is  psychology — whether  it  be  the  study  of  the  intrapersonal  psyche, 
the  study  of  interpersonal  behavior,  or  the  study  of  the  effects  of  hospital  ward 
environments.  If  the  practice  in  which  we  spend  most  of  our  time — namely, 
the  psychological  aspect  of  mental  health  work — has  any  scientific  validity 
whatever,  then  our  common  basis  discipline  is  psychology.  If  the  important 
"answers"  are  really  to  be  found  in  some  other  area — for  example,  neurophysiol- 
ogy or  biochemistry — then  we  have  been  wrong  all  along — just  as  wrong  as 
one  would  be  in  trying  to  treat  a  uremic  delirium  by  psychotherapy.  If,  for 
example,  certain  cases  of  what  we  call  "schizophrenia"  were  found  to  be  caused 
by  a  chemical  deficiency,  those  cases  would  at  that  point  pass  out  of  the  realm 
of  the  mental  health  professional  and  into  the  realm  of  organic  medicine  (like 
delirium  tremens,  general  paresis,  and  psychoses  associated  with  brain  tumors). 
The  particular  manifestations  and  emotional  reverberations  of  the  chemical 
aberration  might  be  investigated  psychologically,  but  the  basic  problem  would 
be  a  medical  one. 

It  may  be  objected  that  although  the  disturbances  with  which  we  deal  are 
"psychological",  physical  methods  can  be — and  are  being — found  to  take  the 
place  of  that  cumbersome  and  time-consuming  activity  known  as  psychotherapy. 
In  this  view,  pragmatic  therapeutic  "answers"  may  come  from  such  fields  as 
biochemistry  and  neurophysiology  even  if  the  theory  explaining  the  disturbances 
remains  psychological.  To  the  extent  to  which  this  view  proves  valid,  the 
mental  health  field  as  an  area  of  psychological  therapeutic  effort  will  cease  to 
exist.  If  it  were  learned,  for  example,  that  anxiety  could  be  effectively  and 
easily  dealt  with  by  inserting  a  needle  into  a  specific  area  of  the  thalamus,  then 
the  relevant  training  would  be  that  of  the  neurosurgeon.  (We  may  leave  aside 
the  Orwellian  questions  raised  by  such  an  idea.)  This  sort  of  therapeutic 
activity  could  be  labeled  "psychiatry"  only  by  a  change  in  the  meaning  of  the 
term.  It  is  conceivable  that  a  new  medical  specialty  may  evolve,  based  on  neuro- 
surgical, neurochemical,  and  neurophysiological  methods ;  such  a  specialty,  how- 
ever, would  be  far  removed  from  what  we  know  today  as  "psychiatry",  and 
the  speicalty  training  which  today's  psychiatrists  receive  would  be  almost  as 
irrelevant  to  its  practice  as  medical  education  is  to  most  of  the  activities  of 
today's  psychiatrists. 

Among  the  pragmatic  physical  therapeutic  modalities  now  in  use,  the  "psycho- 
active" drugs,  as  indicated  earlier,  are  by  far  the  most  widely  used.    For  the 
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practicing  psychiatrist,  the  use  of  these  drugs  is  an  empirical  activity  based 
on  knowledge  of  their  psychic  effects  and  not  on  knowledge  of  their  chemistry 
or  their  looi  of  operation  within  the  nervous  system.  Put  in  bald,  practical 
terms,  this  means  that  the  psychiatrist  knows  that  four  milligrams  of  a  chem- 
ical known  as  Stelazine,  for  example,  may — if  taken  two  or  three  times  a  day — 
modify  psychotic  behavior  in  certain  presumably  desirable  ways.  He  does 
not  know — nor  does  he  need  to  know — the  chemistry  of  this  drug ;  he  does  need 
to  know  what  may  happen  if  too  much  of  it  is  ingested,  what  side-effects  it 
may  produce,  and  that  people  with  damaged  livers  should  not  take  it. 

I  would  venture  to  say — again  heretically — that  all  the  factual  material  rele- 
vant for  the  effective  and  practical  use  of  the  psychoactive  drugs  could  be  learned 
in  two  weeks  by  the  average  intelligent  student  in  the  mental  health  field.  Anyone 
who  is  inclined  to  dismiss  this  statement  as  absurd  might  well  reflect  on  the  fact 
that  many  practicing  psychiatrists  went  through  their  entire  training  before  the 
tranquilizers  and  the  antidepressants  had  even  been  heard  of.  These  psychiatrists 
spent  their  weeks  and  months  in  pharmacology  courses  learning  facts  about  drugs 
which,  except  for  the  sedatives  and  a  small  number  of  amphetamine  preparations, 
they  have  never  used  and  never  will  use  in  their  work  as  psychiatrists.  Thus, 
their  knowledge  of — and  experience  with — the  newer  drugs  stems  entirely  from 
their  own  informal  self -educative  activities,  while  their  formal  training  in  phar- 
macology was  largely  devoted  to  material  having  no  relevance  to  their  later 
practice.  It  is  not  implied  here  that  formal  training  in  pharmacology  is  unneces- 
"psychopharmacology"  would  be  far  more  to  the  point  than  months  spent  in 
learning  the  intricacies  of  various  digitalis  preparations,  antibiotics,  and  dozens 
sary  (but  simply  that  a  brief,  concentrated  course  in  what  has  been  termed 
of  other  drugs  which  are  of  vital  importance  to  the  work  of  the  physician  dealing 
with  physical  illnesses  but  of  no  importance  to  the  work  of  the  mental  health 
specialist.  Operationally,  one  certainly  does  not  have  to  be  able  to  prescribe  all 
drugs  in  order  to  prescribe  some  drugs ;  institutional  rules  have  already  encom- 
passed this  fact  in  regulating  the  prescribing  done  by  podiatrists,  for  example. 

The  important  questions  confronting  any  professional  field  serve  as  good  in- 
dicators of  the  underpinnings  of  knowledge  relevant  to  the  field.  In  the  mental 
health  field,  there  are  such  questions  as  these : 

Is  anxiety  generated  and  maintained  in  a  purely  reflex  fashion  (as  the 
behavior  therapist  would  say),  as  a  result  of  cognitive  processes  (as  the 
rational-emotive  therapist  would  say),  or  as  a  result  of  conflict  between 
instinctual  drives  and  intrapsychic  repressive  forces  (as  the  psychoanalyst 
would  say),  or  by  different  mechanisms  in  different  situations? 

To  what  extent  is  behavior  unalterably  determined  by  infantile  and  early 
childhood  experiences?   How  "free,"  in  the  existential  sense,  is  man? 

How  much  of  what  we  observe  in  human  behavior  is  attributable  to  intra- 
psychic forces  and  how  much  to  interpersonal  influences  ?  What  is  the  inter- 
relationship between  the  intrapsychic  and  the  interpersonal? 
What  really  happens  in  the  various  forms  of  psychotherapy  ? 
What  is  the  role  of  values  in  the  practice  of  psychotherapy? 
The  questions  raised  by  the  co-existence  of  such  diverse  practitioners  as  ex- 
istential-experimental therapists  on  the  one  hand  and  behavior  therapists  on  the 
other  lead  swiftly  to  questions  about  the  very  nature  of  man.   Significantly,  how- 
ever, these — like  the  questions  listed  above — are  all  questions  for  the  psychol- 
ogist or  the  philosopher,  not  for  the  anatomist  or  the  physiologist.    Even  the 
most  reductionists  of  the  therapeutic  approaches,  behavior  therapy,  comes 
straight  from  the  laboratory  of  the  experimental  psychologist.    Of  the  really 
important  questions  confronting  the  mental  health  field  today,  only  three  are  not 
basically  questions  in  psychology,  sociology,  or  ethics  : 

1.  Are  there  biochemical  and/or  genetic  abnormalities  which  play  a  causative 
role  in  schizophrenia? 

2.  Are  endogenous  depressions  really  manifestations  of  physiological  mal- 
function? 

3.  To  what  extent  does  "subclinical"  cerebral  dysfunction  play  a  part  in  child- 
hood behavior  disorders? 

The  investigation  of  these  questions  is  properly  in  the  hands  of  the  biochemists, 
the  geneticists,  and  other  researchers;  it  is  beyond  the  professional  scope  of 
the  psychiatrist  as  we  usually  know  him,  despite  his  medical  training.  And,  to 
repeat,  if  these  conditions  should  be  found  to  be,  let  us  say,  "metabolic  diseases", 
they  would  cease  to  be  primarily  "mental  health  problems"  in  the  same  way 
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that  "psychosomatic  headaches"  cease  to  be  a  "mental  health  problem"  when 
they  are  discovered  to  be  caused  by  a  brain  tumor. 

The  mental  health  professional,  then,  is  really  working  in  the  field  of  applied 
psychology  in  the  best  sense  of  that  much-misused  term — psychology  applied  to 
the  task  of  alleviating  psychological  suffering — with  some  excursions  into  the 
realm  of  applied  psychopharmacology.  This  is  his  true  operational  field  no 
matter  what  his  professional  background  has  been.  That  jurisdiction  over  this 
field  should  be  claimed  by  a  profession  whose  basic  education  usually  includes 
not  a  single  course  in  psychology  is,  when  viewed  dispassionately,  little  short  of 
fantastic. 

My  purpose  in  this  paper  is  not  to  propose  the  details  of  a  curriculum  for 
future  mental  health  professionals,  but  rather  to  evaluate  the  present  education 
of  the  most  influential  of  these  professionals — the  psychiatrists — and  to  suggest 
a  direction  for  change.  Such  change  must  be  in  a  psychological  direction  if  our 
education  is  to  make  sense  in  terms  of  the  realities  of  our  professional  work. 
When  is  some  enterprising  university  going  to  formulate  a  curriculum  for  a 
School  of  Mental  Health,  based  on  the  existing  curriculum  in  clinical  psychology 
and  including  appropriate  additions  from  other  fields  (medicine,  sociology, 
social  work),  and  produce  graduates  whose  work  can  then  be  compared  with 
that  of  their  more  traditionally  trained  colleagues?  It  is  a  dream  worth 
considering. 
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Dr.  Brayfield.  Thank  you,  sir.  The  medicare  law  insures  the  pa- 
tient for  services  afforded  for  the  diagnosis  and  treatment  of  mental, 
psychoneurotic,  or  personality  disorders.    Under  title  XVIII,  part 
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A,  such  services  rendered  by  a  psychologist  to  inpatients  in  psychiatric 
facilities  are,  according  to  the  regulations,  covered  as  inpatient  hos- 
pital services. 

psychologist's  services  made  "incident  to  a  physician's  services" 

Our  present  concern  is  with  title  XVIII,  part  B.  Recently  promul- 
gated regulations  indicate  that  the  services  of  a  psychologist  are  not 
covered  unless  they  are  "incident  to  a  physician's  services."  Specif- 
ically, the  regulation  states  : 

Services  provided  by  psychologists  in  physician-directed  mental  health  clinics, 
and  services  provided  in  the  office  of  a  physician  in  private  practice  by  a  psy- 
chologist employed  by  the  physician,  if  charges  for  the  psychologist's  services 
are  commonly  included  in  the  physician's  or  clinic's  bills,  are  covered  under  Part 
B  as  incident  to  a  physician's1  services. 

REQUIREMENT  IS  CONTRARY  TO  PUBLIC  INTEREST 

We  submit  that  the  public  interest  is  not  served  by  this  restriction 
on  direct  access  of  patients  to  services  offered  by  a  psychologist.  Qual- 
ified psychologists  are  unlikely  to  be  employed  in  the  offices  of  private 
physicians  in  any  significant  number,  and  the  clinics  in  which  they 
serve  may  not  be  directed  by  a  physician. 

Thus  the  presently  limited  supply  of  manpower  is  curtailed  by  this 
apparently  necessary  construction  of  the  law. 

Also,  diagnostic  psychological  testing  is  covered  when  performed 
by  a  qualified  psychologist  only  upon  physician  referral. 

In  both  instances,  the  unnecessary  intermediary  step  of  physican 
referral  is  an  added  cost  to  the  Government,  Psychology  is  an  inde- 
pendent and  autonomously  practicing  profession  and  is  so  recognized 
presently  by  statute  in  30  States  and  in  numerous  court  decisions. 
The  requirement  that  the  psychologist's  services  be  "incident  to  a 
physician's  services"  unnecessarily  increases  the  cost  of  the  program, 
restricts  the  available  supply  of  manpower  and,  importantly,  tends 
to  restrict  the  patient's  freedom  of  choice  among  essentially  com- 
parable services. 

Ironically,  although  part  B  of  the  act  imposes  a  limit  upon  the  re- 
imbursable expenses  incurred  by  an  individual  for  outpatient  treat- 
ment of  mental,  psychoneurotic,  and  personality  disorders  when  the 
service  is  provided  by  a  physician,  there  is  no  ceiling  placed  upon  the 
expenses  when  the  service  is  provided  by  a  psychologist  "incident  to  a 
physician's  services."  It  is  difficult  to  justify  this  discrimination 
against  a  physician  or  psychiatrist. 

REQUIREMENT  CONTRADICTS  EARLIER  CONGRESSIONAL  INTEREST 

I  should  like  now  to  call  your  attention  to  the  fact  that  the  medicare 
legislation,  in  the  manner  noted  above,  appears  to  contradict  a  basic 
principle  regarding  the  provision  of  mental  health  services  enunciated 
in  other  contexts  by  the  Congress. 

Thus,  in  1961,  the  Joint  Commission  on  Mental  Illness  and  Health, 
a  creature  of  the  Congress,  after  intensive  study  of  the  "questions  of 
authority,  professional  prerogatives,  and  qualifications  involved  in 
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the  treatment  of  the  mentally  ill,"  concluded  that  the  "only  principle 
that  can  satisfy  all  interested  parties,  including  the  public,  is  one  of 
individual  competence  to  undertake  a  given  approach  to  a  patient." 

This  principle  was  reaffirmed  in  Senate  Report  No.  366,  89th  Con- 
gress, first  session,  subsequent  to  its  consideration  of  H.R.  2985,  and 
S.  513  the  "Initial  Staffing  for  Community  Mental  Health  Centers" 
bills  as  follows : 

There  is  no  intent  in  any  way  in  this  bill  to  discriminate  against  any  mental 
health  professional  group  from  carrying  out  its  full  potential  within  the  realm 
of  its  recognized  competence.  Even  further  it  is  hoped  that  new  and  innovative 
tasks  and  roles  will  evolve  from  the  broadly  based  concept  of  the  community 
mental  health  services. 

Specifically,  overall  leadership  of  a  community  mental  health  center  program 
may  be  carried  out  by  any  one  of  the  major  mental  health  professions.  Many 
professions  have  vital  roles  to  play  in  the  prevention,  treatment,  and  rehabilita- 
tion of  patients  with  mental  illnesses. 

The  same  principle  was  stated  in  the  House  of  Representatives  by 
Oren  Harris,  floor  manager  for  the  bill. 

Also,  the  U.S.  Public  Health  Service  advisory  bulletin  titled  "Im- 
proving Mental  Health  Insurance  Coverage"  (NIMH,  1965)  states: 

Both  the  continuing  development  of  the  mental  health  treatment  team  and  the 
present  shortage  of  mental  health  personnel  argue  strongly  for  covering  the  serv- 
ice of  all  mental  health  disciplines,  including  the  clinical  psychologist,  the  psychia- 
tric social  worker,  and  the  psychiatric  nurse. 

That  bulletin  does  not  recommend  or  suggest  that  medical  referral 
be  required. 

In  view  of  these  recent  trends  and  policies  in  mental  health  legisla- 
tion and  programs  at  the  Federal  level,  we  view  with  deep  concern  the 
fact  that  the  administration  package  for  Social  Security  Amendments 
for  1967  submitted  only  recently  by  your  committee  chairman  as  H.R. 
5710  takes  no  steps  to  rectify  these  inequities  in  the  medicare 
legislation. 

In  lieu  of  extending  my  discussion  along  these  lines,  I  should  like 
now  respectfully  to  request  that  this  pamphlet,  the  American  Psycho- 
logical Association's  formal  position  statement  titled  the  "Psychologist 
and  Voluntary  Health  Insurance,"  be  received  at  this  time  and  made 
a  part  of  the  hearings  record. 

Mr.  Watts.  We  are  delighted  to  have  it.  Without  objection,  it  will 
be  included  in  the  record. 

(The  material  referred  to  follows :) 

The;  Psychologist  and  Voluntary  Health  Insurance 

(Published  by  the  American  Psychological  Association,  Inc.,  1200  Seventeenth 
Street,  N.W.,  Washington,  D.C.  20036,  May  1966 

FOREWORD 

As  the  insurance  industry  has  enlarged  its  experience  with  insurance  protection 
for  mental  and  emotional  disorders,  it  has  become  increasingly  aware  of  the 
extent  to  which  professional  diagnostic  and  treatment  services  are  provided  by 
psychologists  in  independent  practice,  community  clinics,  and  hospital  settings. 

At  the  same  time,  individuals  and  consumer  groups  have  demonstrated  their 
increased  interest  both  in  such  insurance  coverage  and  the  availability  of  quali- 
fied professional  personnel  to  render  services  under  such  plans. 

Psychologists,  in  turn,  have  recognized  the  important  role  of  voluntary,  pre- 
paid insurance  in  the  provision  of  mental  health  care. 

Exploratory  discussion  with  insurance  carriers  and  consumers  over  the  past 
several  years  have  led  representatives  of  the  American  Psychological  Association 
to  make  more  generally  available  materials  which  describe  the  interest  and  role 
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of  psychologists,  particularly  clinical  psychologists,  in  mental  health  services 
and  in  the  provision  of  health  insurance  protection.  This  booklet  has  been  pre- 
pared for  this  informational  purpose.  It  is  the  product  of  the  APA  ad  hoc  Com- 
mittee on  Insurance  and  Related  Social  Developments  and  is  distributed  with  the 
approval  of  the  Board  of  Directors,  American  Psychological  Association. 
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WHAT  IS  PSYCHOLOGY? 

Psychology  is  both  a  science  and  a  profession.  Psychologists  engage  in  re- 
search concerning  mental  and  emotional  processes,  both  normal  and  abnormal, 
and  apply  such  knowledge  to  the  enhancement  of  the  health,  effectiveness,  and 
productivity  of  the  individual  person. 

Historically,  psychology  provided  the  core  of  behavioral  science  knowledge 
through  research  and  teaching  in  the  university.  More  recently,  in  response  to 
public  interest  and  demand,  psychology  has  applied  its  findings  in  such  areas  as 
industrial  psychology,  military  psychology,  vocational  rehabilitation,  school  and 
and  conseling  psychology,  and  psychological  assessment  and  psychotherapy. 
Through  research  and  practice  in  schools,  industry,  the  armed  forces,  the  Veter- 
ans Administration  and  other  government  agencies,  public  and  private  hospitals, 
community  and  private  agencies,  and  in  private  practice,  psychologists  have 


contributed  significantly  to  advances  in  the  diagnosis  and  treatment  of  mental 
and  emotional  disorders. 

The  combination  of  scientist  and  professional,  which  the  psychologist  repre- 
sents, fosters  prompt  and  effective  utilization  of  research  findings  in  meeting  the 
mental  health  needs  of  the  nation. 

who  speaks  for  psychology? 

Nationally,  psychology  is  represented  by  the  American  Psychological  Associa- 
tion (APA)  founded  in  1892.  The  APA  has  more  than  24,000  members  and  in- 
cludes 85-90%  of  all  psychologists  eligible  for  membership.  Many  of  its  activi- 
ties are  organized  around  its  divisions,  presently  24  in  number,  which  represent 
areas  of  specialized  interest  in  psychology. 


General  qualifications  for  voting  membership  in  the  Association  include  a  doc- 
toral degree  based  in  part  upon  a  psychological  dissertation  and  conferred  by  a 
graduate  school  of  recognized  standing.  Standards  for  divisional  membership 
may  impose  additional  qualification  requirements  for  membership.  Fellow  sta- 
tus may  be  conferred  upon  members  for  whom  divisions  present  evidence  of  un- 
usual and  outstanding  contribution  or  performance  in  psychology. 

Affiliated  with  the  APA  are  state  associations  in  all  but  one  (Alaska)  of  the  50 
states  and  associations  in  the  District  of  Columbia,  Puerto  Rico,  and  the 
Province  of  Ontario,  Canada.  These  associations  represent  psychology  in  their 
geographical  area  as  affiliates  of  the  APA. 

As  the  national  organization  of  psychologists,  the  American  Psychological 
Association  maintains  close  liaison  relationships  with  the  White  House,  the 
Congress,  government  agencies  such  as  the  National  Institutes  of  Health,  the 
National  Science  Foundation,  the  Social  Security  Administration,  and  the  U.S. 
Civil  Service  Commission,  with  the  other  mental  health  professions,  and  with 
citizens'  organizations  such  as  the  National  Association  of  Mental  Health.  The 
Association  represents  American  psychology  in  the  World  Federation  of  Mental 
Health. 

The  Association  frequently  is  requested  by  congressional  committees  to  offer 
expert  testimony  in  a  variety  of  fields  including  mental  health.  The  Association 
also  is  called  upon  by  the  executive  branch  of  government  to  provide  consultative 
or  advisory  representation,  For  example,  an  APA  representative  is  on  the 
Advisory  Council  of  the  Department  of  Psychiatry.  Neurology,  and  Psychology 
of  the  Veterans  Administration.    The  Association  is  also  represented  on  a  num- 
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ber  of  national  commissions  concerned  with  health,  education,  and  welfare  prob- 
lems of  the  public. 

An  important  function  of  the  Association  is  the  exchange  of  scientific  and 
professional  information ;  it  publishes  13  journals  covering  a  range  of  fields  of 
psychology.  The  Journal  of  Abnormal  Psychology,  the  Journal  of  Consulting 
Psychology,  the  Journal  of  Personality  and  Social  Psychology,  and  the  Journal 
of  Applied  Psychology  are  directly  relevant  to  the  mental  health  field.  Psycho- 
logical Abstracts  covers  the  world  scientific  literature  in  psychology  and  related 
fields. 

The  state  associations  represent  psychology  in  the  states.  They  are  con- 
sulted by  state  officials  and  agencies  on  matters  affecting  the  public  welfare, 
they  nominate  psychologists  for  state  psychology  boards  and  for  state  advisory 
committees  and  commissions,  they  maintain  communication  with  local  profes- 
sional organizations  and  citizens'  groups,  and  they  interpret  and  maintain  stand- 
ards of  professional  practice.  Liaison  relationships  between  the  state  Associations 
and  the  APA  are  a  responsibility  of  the  state  and  professional  affairs  staff  in 
the  APA  Central  Office. 

HOW  APA   SETS  EDUCATIONAL  AND  PROFESSIONAL  STANDARDS 

The  Education  and  Training  Board  is  responsible  for  establishing  educational 
standards  and  for  the  formal  accreditation  of  doctoral  training  programs  in 
clinical  and  counseling  programs  in  the  graduate  schools  of  universities  (see 
Appendix  A),  and  internship  programs  in  practicum  agencies.  This  program  of 
evaluation  and  accreditation  is  supported  in  part  by  a  grant  from  the  National 
Institute  of  Mental  Health.  The  APA  is  a  member  of  the  National  Commission 
for  Accreditation.  The  APA  maintains  a  professional  staff  for  this  activity  in 
its  central  office. 

The  Board  of  Professional  Affairs  is  responsible  for  the  establishment,  main- 
tenance, and  extension  of  high  professional  standards  in  psychology.  It  has 
active  committees  in  the  areas  of  mental  health  research  and  programs,  clinical 
practice,  insurance  reimbursement,  liaison  with  other  mental  health  professions, 
and  practice  of  psychology  in  schools  and  in  industry.  The  APA  maintains 
professional  staff  for  these  activities  in  its  central  office. 

In  1960,  the  Association  adopted  standards  recommended  by  the  Board  of 
Professional  Affairs  for  members  who  wish  to  list  themselves  in  the  annual 
American  Psychological  Association  Directory  as  being  in  private  practice  (see 
Appendix  B). 

The  American  Board  of  Examiners  in  Professional  Psychology  (ABEPP)  was 
established  by  APA  in  1947  to  grant  diplomate  status,  through  examination,  to 
those  psychologists  who  have  qualified  themselves  as  advanced  specialists  in 
clinical,  counseling,  or  industrial  psychology  (Kelley,  Sanford,  &  Clark,  1961). 
As  of  December  1965,  1,359  APA  members  held  diplomate  status  in  clinical  psy- 
chology, 259  in  counseling  psychology,  and  177  in  industrial  psychology. 

The  promotion  of  informed  discussion  is  one  effective  method  for  upgrading 
educational  and  professional  standards  and  practice.  With  government  grant 
support,  the  Association  has  planned  and  managed  a  number  of  conferences  on 
the  practice  and  evaluation  of  psychotherapy,  rehabilitation,  preventive  mental 
health,  clinical  training,  and  graduate  education  and  has  published  the  proceed- 
ings (Lofquist,  1961;  Moore,  Ross,  &  Skodak,  1959;  Raimy,  1950;  Rubenstein 
&  Parloff,  1959 ;  Strother,  1957  ;  Strupp  &  Luborsky,  1962 ;  Wright,  1959 ;  Zimet  & 
Throne,  1965). 

PERSONAL  AND  ORGANIZATIONAL  CONTROLS  GOVERNING  THE  PROFESSIONAL 
FUNCTIONING  OF  THE  PSYCHOLOGIST 

Psychologists  are  committed  to  the  principle  that  the  public  welfare  and  the 
patient's  and  client's  welfare  take  precedence  in  all  professional  relationships. 
Psychologists  require  of  themselves  that  practice  conform  to  the  highest  ethical 
standards.  To  this  end,  they  have  evolved  a  code  of  ethics  and  organizational 
mechanisms  for  the  internal  control  of  practice. 

The  Committee  on  Scientific  and  Professional  Ethics  and  Conduct  has  the 
specific  charge  to  develop  and  enforce  principles  and  rules  of  ethical  practice  and 
procedure  among  members  of  the  Association.  The  committee  receives,  investi- 
gates, and  evaluates  complaints  against  psychologists  and  takes  appropriate 
action  including  probation  or  dismissal.  ( The  most  recent  revision,  1963,  of  the 
publication  Ethical  Standards  of  Psychologists  is  included  as  Appendix  C.) 
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State,  county,  and  local  psychological  associations  and  societies  also  maintain 
ethics  committees  with  similar  operational  functions.  A  professional  member  of 
the  APA  Central  Office  staff  serves  as  a  liaison  officer  to  these  other  geographic 
units  as  well  as  secretary  of  the  national  Ethics  Committee. 

It  is  significant  and  of  special  interest  to  insurance  carriers  and  consumers 
that  in  5  years  of  professional  liability  insurance  coverage  of  2,229  members  of 
APA,  no  cases  have  gone  to  trial  in  which  the  claimant  has  had  a  judgment  ren- 
dered against  the  psychologist.  (The  total  amount  paid  out  by  the  insurer  for  the 
5-year  period  was  approximately  $15,000,  all  spent  on  legal  fees. ) 

HOW  STATES  REGULATE  THE  PRACTICE  OF  PSYCHOLOGY 

In  addition  to  the  APA  standards  for  training  and  professional  practice  and 
the  provision  for  internal  control  of  professional  practice,  the  practice  of  psychol- 
ogy is  governed  in  44  of  the  50  states  and  in  the  District  of  Columbia  either  by 
state  law  or  by  the  affiliated  state  psychological  association.  ( See  Appendix  D. ) 
As  of  June  1965,  these  states  contained  93%  of  the  population  of  the  country. 
Twenty-eight  of  the  states,  representing  55%  of  the  population  of  the  United 
States,  have  licensing  or  certification  laws  governing  psychology ;  and  16  states 
plus  the  District  of  Columbia,  representing  38%  of  the  national  population,  have 
nonstatutory  regulation  by  state  association.  In  addition,  four  Canadian  prov- 
inces have  laws  governing  the  practice  of  the  profession. 

In  the  remaining  six  states  in  which  neither  statutory  certification  nor  certifica- 
tion by  the  state  association  is  currently  in  operation,  an  interim  procedure  for 
the  identification  of  qualified  psychologists  has  been  set  up  in  keeping  with  the 
"definition  of  a  psychologist  for  insurance  purposes"  passed  by  the  Council  of 
Representatives  of  the  American  Psychological  Association  (see  pp.  12) . 

The  American  Psychological  Association  has  assisted  in  the  organization  of  the 
American  Association  of  State  Psychology  Boards,  a  national  group  of  repre- 
sentatives of  the  official  State  Boards  of  Examiners  in  Psychology.  This  group 
is  actively  engaged  in  improving  communication  among  the  state  boards,  dealing 
with  problems  of  reciprocal  endorsement,  and  establishing  national  examinations. 

WHAT  IS  A  MENTAL  OR  EMOTIONAL  DISORDER  AND  HOW  IS  IT  TREATED? 

Mental  and  emotional  disorders  are  broad  terms  used  to  describe  various  types 
of  personality  malfunctions  or  behavior  disturbance.  Most  authorities  agree  that 
many  of  these  disorders  follow  from  psychological  conflict  within  the  person's 
interpersonal  relationships  in  daily  life.  In  some  instances,  physico-chemical 
disorders  precipitate  the  psychological  condition.  The  majority  of  conditions 
which  come  to  the  attention  of  all  mental  health  specialists  are  of  the  former 
type.  When  psychological  conflict  is  prolonged  and  severe,  the  individual's  think- 
ing, motivation,  emotional  expression,  memory,  ability  to  learn,  and  other  psycho- 
logical functions  may  gradually  become  impaired.  Eventually  such  disturbances 
may  produce  obvious  symptoms  such  as  peculiar  ideas,  odd  behavior,  unusual 
sensory  experiences,  unrealistic  fears,  or  other  maladaptive  reactions. 

The  major  focus  for  the  treatment  of  mental  or  emotional  disorders,  especially 
on  an  out-patient  basis,  is  upon  assisting  the  individual  in  resolving  the  under- 
lying conflicts  which  have  created  the  condition  and  in  restoring  or  developing 
a  viable  capacity  for  human  relationships.  The  most  frequent  treatment  is 
psychotherapy.  Thus,  in  the  Group  Health  Insurance  study  of  the  out-patient 
treatment  of  mental  disturbance  "nearly  all  patients  (96%)  had  individual 
psychotherapy"  (Avnet,  1962).  The  psychologist ,  applies  the  established  prin- 
ciples of  psychology  and  behavior  modification  to  the  amelioration  of  the  psycho- 
logical disorder.  This  may  take  the  form  of  individual  psychotherapy,  group 
psychotherapy,  milieu  therapy,  or  some  form  of  situational  modification.  Other 
forms  of  treatment  such  as  shock  treatment,  chemotherapy,  and  the  like,  which 
are  not  the  direct  responsibility  of  the  psychologist  since  they  are  administered 
by  medical  personnel,  are  used  less  frequently  in  out-patient  settings.  When  they 
are  used,  it  is  in  the  expectation  that  they  will  result  in  improved  communica- 
tion with  the  patient  so  that  psychotherapy  can  more  effectively  take  place. 

WHO  PROVIDES  DIAGNOSTIC  AND  PSYCHOTHERAPEUTIC  SERVICES? 

The  clinical  psychologist  is  a  psychological  specialist  and  the  psychiatrist  is 
a  medical  specialist,  both  of  whom  are  concerned  with  the  diagnosis  and  treat- 
ment of  mental  and  emotional  disorders. 

Both  the  psychologist  and  the  psychiatrist  provide  psychotherapeutic  services 
(Ogg,  1962) .    The  training  of  the  psychologist  has  a  behavioral  science  base  and 
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culminates  in  a  doctoral  degree.  The  training  of  the  psychiatrist  has  a  biological 
science  base  and  leads  to  a  medical  degree.  Both  may  obtain  postdoctoral  train- 
ing in  psychotherapy,  frequently  at  the  same  institutions.  The  faculties  of  these 
postdoctoral  training  centers  generally  include  both  psychologists  and 
psychiatrists. 

Each  profession  has  developed  some  areas  of  specialization.  Psychologists,  as 
a  result  of  training  in  psychological  processes  and  measurement,  have  devel- 
oped the  use  of  diagnostic  psychological  testing;  psychiatrists,  as  a  product  of 
their  medical  training  and  legal  responsibility,  may  engage  in  physical  and  drug 
therapies  (Ogg,  1961 ;  Ross  &  Lockman,  1965).  It  is  incumbent  upon  a  psycholo- 
gist (see  Appendix  C,  Principal  2b)  to  refer  a  patient  to  a  medical  practitioner 
where  a  question  of  medical  diagnosis  or  treatment  is  involved. 

WHO  IS  A  QUALIFIED  PSYCHOLOGIST  FOR  INSURANCE  REIMBURSEMENT? 

The  APA  Council  of  Representatives  has  approved  the  following  statement 
(APA,  1962)  applicable  to  the  reimbursement  of  psychologists  under  the  pro- 
visions of  insurance  contracts : 

"The  properly  qualified  professional  psychologist  has  specialized  knowledge 
and  skills  with  which  to  render  psychological  services  to  clients  with  appropri- 
ately selected  problems  without  routinely  involving  other  professions  or  service 
groups  in  order  to  accomplish  the  maximum  benefit  for  clients  with  such  selected 
problems.  In  taking  this  position,  it  is  recognized  that  such  a  policy  is  to  be 
carried  out  in  conformity  with  principles  set  forth  in  Ethical  Standards  of 
Psychologists,  Psychology  and  Its  Relations  with  Other  Professions,  the  policies 
of  the  APA  Education  and  Training  Board  governing  evaluation  of  training 
programs,  and  of  ABEPP  with  respect  to  its  diploma. 

"When  an  individual  has  a  claim  for  evaluative  or  therapeutic  services  com- 
pensable under  an  insurance  contract,  and  such  services  may  be  provided  by  a 
qualified  psychologist,  for  purposes  of  reimbursement  a  psychologist  shall  be 
defined  as  a  person  who  qualifies  in  any  one  of  the  following  categories : 

"1.  in  those  states  where  statutory  licensure  or  certification  exists,  the 
holding  of  a  valid  credential  (as  legally  specified)  is  deemed  sufficient  to 
define  a  psychologist  for  purposes  of  reimbursement  by  insurance;  or 

"2.  in  those  states  where  statutory  licensure  or  certification  does  not  exist, 
the  holding  of  valid,  nonstatutory  (professional)  certification  established  by 
the  state  psychological  association  affiliated  with  the  American  Psychologi- 
cal Association,  is  deemed  acceptable ;  or 

"3.  in  those  states  where  neither  statutory  nor  nonstatutory  licensure  or 
certification  exists,  a  statement  of  qualification  by  a  committee  established 
for  the  purpose  by  the  state  psychological  association  affiliated  with  the 
American  Psychological  Association  or,  in  the  absence  of  such  a  committee, 
the  holding  of  a  diploma  in  the  appropriate  specialty  awarded  by  the  Ameri- 
can Board  of  Examiners  in  Professional  Psychology,  is  deemed  acceptable." 

HOW  MANY  PSYCHOLOGISTS  ARE  ENGAGED  IN  ACTIVITIES  RELATED  TO  MENTAL  HEALTH  ? 

Based  on  recent  manpower  data  collected  by  the  National  Register  of  Scien- 
tific and  Technical  Personnel  and  by  the  National  Institute  of  Mental  Health,  it 
is  estimated  (Brayfield,  1965)  that  approximately  8,000  psychologists  provide 
some  13  million  man-hours  per  year  of  clinical  services  such  as  diagnosis,  treat- 
ment, administration,  and  consultation.  Another  7,500  psychologists  spend 
another  13  million  man-hours  per  year  of  psychological  effort,  primarily  teach- 
ing and  research,  related  to  mental  health.  Thus  some  15,000-16,000  psycholo- 
gists are  active  in  the  mental  health  field  and  contribute  a  total  of  approximately 
26  million  man-hours  per  year  of  work  so  defined,  approximately  the  same 
amount  of  man-hours  as  is  contributed  annually  by  psychiatrists.  It  should 
be  noted  that  much  of  this  service  (by  both  psychologists  and  psychiatrists)  is 
performed  in  tax-supported  institutions  such  as  the  Veterans  Administration, 
state  hospitals,  community  clinics,  state  medical  schools,  etc. 

Data  from  the  same  sources  indicate  that,  among  clinical  psychologists,  ap- 
proximately 1,200  are  in  full-time  private  practice  and  at  least  another  1,200 
are  in  part-time  private  practice. 

The  geographic  distribution  and  the  experience  qualifications  of  private  prac- 
tice psychologists  are  of  interest. 

Psychologists  in  private  practice  are  concentrated  in  New  York  and  California, 
particularly  in  the  New  York  City  metropolitan  area  and  the  Greater  Los  Angeles 
area.    New  Jersey,  Illinois,  and  Pennsylvania  are  the  next-ranking  states. 
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Michigan  and  Florida,  in  particular,  are  growing  in  numbers  of  full-time  private 
practitioners ;  part-time  private  practitioners  may  be  found  in  most  of  the  states. 

Two-thirds  of  psychologists  in  private  practice  have  between  5  and  19  years 
of  experience  and  more  than  a  fifth  have  20  or  more  years.  Psychologists  rarely 
enter  private  practice  upon  completion  of  their  university  degree  programs,  which 
include  a  year  of  supervised  internship,  but  instead  obtain  additional  training 
and  experience  in  postdoctoral  institutes,  hospitals,  psychotherapy  centers,  and 
other  clinical  settings. 

WHAT   DOES   TREATMENT  BY  PSYCHOLOGISTS  COST? 

Data  on  the  cost  of  treatment  are  relatively  scarce  and  vary  with  geography. 
However,  there  are  a  few  studies  that  are  informative. 

In  1960  the  Welfare  Planning  Council,  Los  Angeles  region,  published  an  ex- 
haustive survey  of  the  mental  health  problem  in  that  community.  This  study 
showed  that,  in  the  case  of  the  clinical  psychologist,  the  typical  patient  was  seen 
once  a  week  for  a  period  of  a  year  and  paid  about  $15  per  visit  (Los  Angeles 
Region  Welfare  Planning  Council,  1960). 

The  Los  Angeles  data  on  the  cost  of  treatment  are  supported  by  a  1960  report 
of  the  Division  of  Clinical  Psychology  of  the  New  York  State  Psychological  Asso- 
ciation (1963).  This  survey  indicated  that  fees  for  psychological  services  were 
most  commonly  in  the  vicinity  of  $15  per  session  and  ranged  generally  from  $10 
to  $20  per  session.  Reports  from  other  major  urban  areas  confirm  these  findings. 

In  Minnesota,  the  state  psychological  association  in  1964  recommended  that 
$20  per  hour  of  service  be  used  as  a  guideline.  Informed  data  suggest  that  fees 
have  risen  generally  since  the  1960  surveys  noted  above  and  currently  are  averag- 
ing approximately  $20  per  session  ranging  generally  from  $15  to  $25  per  session 
for  individual  psychotherapy. 

AFFIRMATIVE  ACTIONS  FOR  THE  PRACTICE  OF  PSYCHOTHERAPY  AND  THE  PROVISION  OF 
OTHER  MENTAL  HEALTH   SERVICES  BY  PSYCHOLOGISTS 

In  response  to  a  concrete  demand  for  his  services,  the  psychologist  has  emerged 
as  an  autonomously  functioning  practitioner  in  the  mental  health  area.  Many 
official  actions  have  affirmed  this  development : 

1.  The  United  States  Court  of  Appeals  has  held  that  psychologists  are  qualified 
to  render  expert  testimony  in  the  field  of  mental  disorder  (Hanson,  Cochran^  & 
L'Hommedieu,  1962;  Hoch  &  Darley,  1962). 

2.  State  legislatures  and  administrative  agencies  have  included  psychotherapy 
in  the  definition  of  the  practice  of  psychology  (Kentucky  House  Bill  No.  249, 1964 ; 
University  of  the  State  of  New  York,  1961 ) . 

3.  State  legislatures  have  rejected  proposals  for  restricting  the  practice  of 
psychotherapy  to  physicians. 

4.  Opinions  of  state  legal  officers  (Michigan,  New  York)  have  held  that  the 
practice  of  psychotherapy  is  not  restricted  to  physicians.1 

5.  Educational  institutions  training  psychologists  in  the  practice  of  psycho- 
therapy have  received  state  charters. 

6.  Fees  paid  to  psychologists  for  psychotherapeutic  services  are  deductible  for 
income  tax  purposes. 

HOW  THE  FEDERAL  GOVERNMENT  AFFIRMS  THE  MENTAL  HEALTH  CONTRIBUTIONS  OF 

PSYCHOLOGISTS 

The  Federal  government  recognizes  the  professional  mental  health  contribu- 
tion of  psychologists  in  a  variety  of  ways. 


1  In  a  decision  rendered  January  30,  1959,  Charles  Brind.  Counsel  for  the  New  York  State 
Education  Department,  the  department  responsible  for  administering  the  laws  governing 
all  professions  in  New  York  State,  held  that  the  use  of  the  title  "psychotherapy"  was  not 
restricted  to  physicians  by  the  Medical  Practices  Act.  This  decision  was  arrived  at  follow 
ing  extensive  hearings,  at  which  representatives  of  the  several  professions  active  in  the 
mental  health  field  were  heard. 

Thomas  M.  Kavanagh,  Attorney  General  of  the  State  of  Michigan,  rendered  an  opinion 
on  January  20,  1956,  on  the  question  of  whether  the  practice  of  "psychotherapeutics"  by 
psychologists  constitutes  the  practice  of  medicine  within  the  meaning  of  the  Medical  Prac- 
tices Act  of  the  'State  of  Michigan.  He  concluded  that :  "Therapy  as  such  is  not  prohibited 
by  the  Medical  Practices  Act,  which  covers  only  therapy  medical  in  nature."  Psychologists 
are  not  in  violation  of  this  act  unless  they  "purport  or  attempt  to  cure  any  physical  ail- 
ment by  the  laying  on  of  hands,  by  magnetic  suggestion,  or  other  form  of  medical  or  sur- 
gical treatment." 
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More  than  1,000  clinical  psychologists  hold  appointments  in  Federal  agencies 
and  are  engaged  in  a  range  of  mental  health  services  including  the  practice  of 
psychotherapy. 

Psychologists  are  widely  used  by  the  Federal  government  in  consultative  ca- 
pacities. Approximately  450  psychologists  serve  as  consultants  to  the  Social 
Security  Agency  as  vocational  and/or  clinical  experts  who  evaluate  the  employ- 
ability  of  claimants  seeking  compensation  under  disability  laws.  A  similar  num- 
ber are  consultants  to  the  Veterans'  Administration  hospitals  and  clinics.  Psy- 
chologists serve  on  the  National  Advisory  Mental  Health  Council,  the  Council  of 
the  National  Institute  of  Child  Health  and  Human  Development,  and  on  training 
and  research  grant  panels  of  the  National  Institute  of  Mental  Health. 

More  than  half  of  the  grants  for  research  made  by  the  National  Institute  of 
Mental  Health  are  for  projects  in  which  a  psychologist  is  the  principal  investi- 
gator. 

The  U.S.  Public  Health  Service  advisory  bulletin  titled  Improving  Mental 
Health  Insurance  Coverage  (NIMH,  1965),  discussing  health  insurance  benefits, 
suggests  as  one  of  the  guiding  principles  that  "increased  recognition  should  be 
given  to  all  the  professional  skills  essential  to  treatment  and  rehabilitation."  In 
elaboration  of  this  principle  it  states:  "Both  the  continuing  development  of  the 
mental  health  treatment  team  and  the  present  shortage  of  mental  health  person- 
nel argue  strongly  for  covering  the  services  of  all  mental  health  disciplines,  in- 
cluding the  clinical  psychologist,  the  psychiatric  social  worker,  and  the  psychi- 
atric nurse."  The  bulletin  does  not  recommend  or  suggest  that  medical  referral 
be  required. 

INSURANCE  INDUSTRY  PRECEDENTS  AND  EXPERIENCES 

Insurance  companies  including,  for  example,  Occidental  Life,  Liberty  Mutual, 
Aetna,  Metropolitan,  Travelers,  Western  and  Southern,  Beneficial  Standard,  and 
Guardian  Life  have  included  provision  in  one  or  more  insurance  contracts  for  the 
diagnostic  and  therapeutic  services  of  psychologists. 

The  effect  of  the  inclusion  of  such  provisions  on  claims  costs  is  of  considerable 
interest  to  both  purchasers  of  insurance  and  to  the  carriers.  No  data  have  been 
reported  which  would  indicate  that  the  inclusion  of  services  by  psychologists  in 
health  insurance  plans  has  resulted  in  any  significant  increase  in  claims  costs. 
Information  pertinent  to  this  point  is  contained  in  a  personal  communication 
dated  September  22,  1965,  to  Dr.  Rogers  H.  Wright  from  Mr.  Herbert  Eagle, 
Vice-President  of  the  Occidental  Life  Insurance  Company  of  California,  who 
wrote  as  follows : 

"We  offer  this  coverage  in  the  group  policies  issued  to  the  Pasadena  and  the 
Los  Angeles  City  Schools. 

"The  Pasadena  group  policy  was  effective  April  1,  1964.  Up  to  present  time, 
no  claims  involving  the  services  of  a  professional  psychologist,  have  been  pre- 
sented to  us. 

"The  group  policy  for  the  Los  Angeles  Unified  School  District  was  effective 
April  1, 1964.  Since  the  effective  date,  we  have  received  four  claims  involving  the 
services  of  a  psychologist. ... 

"We  do  feel  that  such  coverage,  if  properly  underwritten,  is  warranted  from 
a  business  standpoint  and  is  desirable  from  a  social  one." 

Relevant  to  the  question  of  costs  are  the  reports  of  two  preliminary  studies 
conducted  at  Kaiser-Permanente  in  San  Francisco,  one  covering  a  span  of  3  years 
(Cummings,  Kahn,  &  Sparkman  in  Greenfield,  1964)  and  another  covering  6 
years  (Follette  &  Cummings,  1966).  These  studies  revealed  that  high  medical 
users  significantly  reduced  their  utilization  of  medical  facilities  following  psycho- 
therapy. Viewed  from  the  overall  perspective  of  total  insurance  costs^  the  costs 
of  providing  psychotherapy  were  considerably  offset  by  the  savings  in  general 
medical  costs. 

WHAT  IS  THE  PUBLIC  INTEREST? 

The  Joint  Commission  on  Mental  Illness  and  Health  of  the  U.S.  Congress, 
which  consisted  of  representatives  of  all  the  major  groups  functioning  in  the 
mental  health  field  (including  the  American  Psychological  Association  and  the 
American  Psychiatric  Association),  after  intensive  study  of  the  "questions  of 
authority,  professional  prerogatives,  and  qualifications  involved  in  the  treat- 
ment of  the  mentally  ill,"  conscluded  that  the  "only  principle  than  can  satisfy 
all  interested  parties,  including  the  public,  is  one  of  individual  competence  to 
undertake  a  given  approach  to  a  patient."  This  applies  equally  to  psychologists 
and  psychiatrists  and  other  mental  health  professionals  (Joint  Commission, 
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The  Joint  Commission  documented  the  need  to  increase  the  supply  of  com- 
petent practitioners  in  all  the  mental  health  professions,  if  we  are  to  begin  to 
cope  with  the  problem  of  mental  and  emotional  disorders.  Programs  designed 
to  provide  treatment  for  these  disorders  which  limit  the  patient's  access  to  even 
the  present  limited  supply  of  treatment  personnel  and  services  are  contrary  to 
the  recommendations  of  the  Joint  Commission. 

The  U.S.  Senate  recently  (1965)  affirmed  the  principle  of  "competence" 
advocated  by  the  Joint  Commission.  Subsequent  to  its  consideration  of  H.R. 
2985  and  S.  513,  the  "Initial  Staffing  for  Community  Mental  Health  Centers" 
bills,2  the  Senate  Committee  on  Labor  and  Public  Welfare  reported  the  legisla- 
tion out  favorably  and  stated  for  the  record  (S.  Rep.  No.  366,  89th  Cong.,  Ivst 
Sess.,  p.  4)  : 

"There  is  no  intent  in  any  way  in  this  bill  to  discriminate  against  any  mental 
health  professional  group  from  carrying  out  its  full  potential  within  the  realm 
of  its  recognized  competence.  Even  further  it  is  hoped  that  new  and  innovative 
tasks  and  roles  will  evolve  from  the  broadly-based  concept  of  the  community 
mental  health  services.  Specifically,  overall  leadership  of  a  community  mental 
health  center  program  may  be  carried  out  by  any  one  of  the  major  mental  health 
professions.  Many  professions  have  vital  roles  to  play  in  the  prevention,  treat- 
ment, and  rehabilitation  of  patients  with  mental  illness." 

Dr.  Stanley  F.  Yolles,  Director,  National  Institute  of  Mental  Health,  has 
affirmed  this  view  (Yolles,  1966). 

It  is  in  this  public  interest  context  that  the  question  of  reimbursement  under 
insurance  contracts  for  services  performed  by  psychologists  in  the  treatment  of 
mental  and  emotional  disorders  must  be  viewed. 

The  definition  of  the  coverage  for  which  benefits  are  provided  may  be  a  subject 
for  negotiation  between  the  insurance  company  and  the  consumer.  However, 
when  diagnosis  and  treatment  of  mental  and  emotional  disorders  are  covered, 
it  is  clearly  in  the  interest  of  adequate  care  and  public  service  that  unrestricted 
access  to  all  sources  of  qualified  professional  assistance  should  be  provided. 

A  serious  public  interest  question  is  raised  when  private  insurance  companies 
exclude  from  reimbursement  for  services  an  entire  profession  which,  by  virtue  of 
scientific  and  professional  training  and  experience  and  community  acceptance, 
has  demonstrated  its  responsibility  and  competence  for  .the  care  of  conditions  for 
which  benefits  are  provided  in  a  contract.  In  fact,  a  legal  issue,  based  on  anti- 
trust legislation,  may  well  be  involved. 

When  private  carriers  single  out  one  profession — medicine — and  ignore  an- 
other— psychology — for  reimbursement  for  services,  they  are  inadvertently,  but 
nevertheless  effectively,  acting  in  the  role  of  a  licensing  or  regulatory  body.  This 
role  is  properly  reserved  to  state  or  Federal  bodies. 

As  a  matter  of  the  larger  public  interest,  then,  and  as  a  matter  of  responsible 
relations  between  a  private  insurance  carrier  and  its  consumers,  a  policyholder 
should  have  the  right  to  choose  freely  from  among  those  practitioners  who  are 
qualified  to  provide  the  services  for  those  conditions  which  are  covered  in  the 
contract.  Thus  persons  covered  by  insurance  contracts  should  have  unincum- 
bered access  to  the  services  of  psychologists  in  programs  designed  to  provide 
treatment  for  mental  and  emotional  disorders. 

A  FINAL  WORD 

The  American  Psychological  Association  is  prepared  to  consult  with  the  mem- 
bers of  the  insurance  industry  and  with  consumer  groups  on  various  aspects 
of  insurance  coverage  in  the  mental  health  field. 

It  recognizes  that  the  experience  of  insurance  carriers  in  covering  costs  of 
care  for  mental  and  emotional  disorders  and  illness  under  policies  is  scanty 
and  often  inconclusive  and  that  sound  data  would  be  of  benefit  to  them  and  to 
the  public. 

It  recognizes  that  consumer  groups  seek  to  inform  themselves  regarding  the 
nature  of  mental  and  emotional  disorders,  the  types  and  sources  of  high  quality 
professional  care,  and  effective  ways  of  meeting  their  needs. 

It  believes  that  the  knowledge  and  experience  of  psychologists  can  contribute 
importantly  to  the  practical  resolution  of  the  problems  involved  in  providing 
insurance  protection  for  mental  and  emotional  disorders. 

To  these  ends,  we  invite  requests  for  collaborative  efforts. 

Inquiries  may  be  addressed  to  the  Administrative  Officer,  State  and  Profes- 
sional Affairs,  American  Psychological  Association,  1200  Seventeenth  Street, 
N.W.,  Washington,  D.C.  20036. 

2  This  legislation  was  signed  by  the  President  in  August  1965  as  Public  Law  89-105. 
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APA-Approved   Doctoral   Programs   in   Clinical   and   in  Counseling 

Psychology  :  1965 

(By  Sherman  Ross,  APA  Education  and  Training  Board) 

On  the  recommendation  of  the  Committee  on  Evaluation,  the  Education  and 
Training  Board  has  recommended,  and  the  Board  of  Directors  of  the  American 
Psychological  Association  has  approved  the  doctoral  programs  in  clinical  psy- 
chology and  in  counseling  psychology  that  are  conducted  by  the  institutions 
listed  below.  In  the  institutions  listed,  the  approved  programs  are  directed 
by  the  department  of  psychology  unless  otherwise  indicated.  Programs  that 
have  not  requested  evaluation  and  programs  that  have  been  evaluated  but  not 
approved  are  not  included  in  the  list.  The  criteria  for  evaluating  these  programs 
can  be  obtained  from  the  Executive  Secretary  of  the  Education  and  Training 
Board. 

Inclusion  of  an  institution  in  these  lists  indicates  approval  of  doctoral  pro- 
grams in  clinical  psychology  and  in  counseling  psychology  only.  Inclusion  or 
noninclusion  carrier  no  implications  for  other  graduate  programs  in  psychology 
or  for  programs  of  graduate  education  in  other  disciplines. 

The  institutions  listed  below  have  been  reported  to  the  United  States  Public 
Health  Service,  to  the  Veterans  Administration,  and  to  the  Surgeon  General's 
Office,  Department  of  the  Army,  as  conducting  at  the  present  time  approved  pro- 
grams of  doctoral  training  in  the  areas  indicated. 


CLINICAL  PSYCHOLOGY 


Adelphi  University 
Alabama,  University  of 
Arizona  State  University 
Arizona,  University  of 
Boston  University 
California,  University  of  (Berkeley) 
California,  University  of  (Los  Angeles 
Catholic  University  of  America 
Chicago,  University  of 
Cincinnati,  University  of 
Clark  University 
Colorado,  University  of 
Connecticut,  University  of 
Denver,  University  of 
Duke  University 
Florida  State  University 
Florida,  University  of 
Fordham  University 
George  Peabody  College 
Harvard  University,  Department  of 

Social  Relations 
Houston,  University  of 
Illinois,  University  of 
Indiana  University 
Iowa,  State  University  of 
Kansas,  University  of 
Kentucky,  University  of 
Louisiana  State  University 
Loyola  University  ( Chicago ) 
Maryland,  University  of 
Massachusetts,  University  of 
Michigan  State  University 
Michigan,  University  of 
Minnesota,  University  of 
Missouri,  University  of 


Nebraska,  University  of 

New  York,  State  University  of  (Buffalo) 

New  York  University,  Graduate  School 

of  Arts  and  Sciences 
North  Carolina,  University  of 
Northwestern  University 
)   Ohio  State  University 
Oklahoma,  University  of 
Oregon,  University  of 
Pennsylvania  State  University 
Pennsylvania,  University  of 
Pittsburgh,  University  of 
Purdue  University 
Rochester,  University  of 
Rutgers — The  State  University 
St.  Louis  University 
Southern  California,  University  of 
Southern  Illinois  University 
Stanford  University 
Syracuse  University 
Teachers  College,  Columbia  University 
Temple  University 
Tennessee,  University  of 
Texas,  University  of 
Utah,  University  of 
Vanderbilt  University 
Washington  State  University 
Washington,  University  of 
Washington  University  (St.  Louis) 
Wayne  State  University 
Western  Reserve  University 
Wisconsin,  University  of 
Yale  University 
Yeshiva  University 


1  Reprinted  from  the  American  Psychologist,  September  1965.  Copyrighted  by  the  Amer- 
ican Psychological  Association,  Inc.,  September  1965. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1039 


COUNSELING  PSYCHOLOGY 


Boston  University 

California,  University  of  ( Los  Angeles ) 

Catholic  University  of  America 

Florida,  University  of 

George  Peabody  College 

Illinois,  University  of 

Iowa,  State  University  of 

Kansas,  University  of,  Department  of 

Education  and  of  Psychology 
Maryland,  University  of 
Michigan,  University  of 
Minnesota,  University  of,  Department 

of  Psychology,  College  of  Liberal  Arts 
Minnesota,  University  of,  Department 

of  Educational  Psychology,  College 

of  Education 
Missouri,  University  of,  Departments 

of  Education  and  of  Psychology 


Nebraska,  University  of 

New  York,  State  University  of  (Buffalo) 

Ohio  State  University 

Oregon,  University  of,  Departments  of  . 

Education  and  of  Psychology 
Purdue  University 
Southern  Illinois  University 
Teachers  College,  Columbia  University 
Temple  University 
Texas  Technological  College 
Texas,  University  of,  Department  of 

Education  and  of  Psychology 
Utah,  University  of,  Departments  of 

Psychology  and  of  Educational 

Psychology 


APPENDIX  B  1 
Standard  for  APA  Directory  Listings  of  Private  Practice 

Private  practice  is  denned  as  follows :  A  psychologist  in  any  area  of  psychology 
(clinical,  industrial,  social,  experimental,  etc.)  is  in  independent  private  practice 
when  he  assumes  independent  professional  responsibility  for  services  to  and 
relationships  with  a  client  or  clients  without  the  mediating  controls  of  institu- 
tional or  group  membership. 

Two  sets  of  standards  have  been  proposed.  One  for  the  guidance  of  APA  mem- 
bers who  have  been  elected  to  the  association  since  1958,  the  other  for  the  guid- 
ance of  those  who  were  Fellows  or  Members  of  the  APA  as  of  January  1, 1958,  the 
effective  date  of  the  current  APA  membership  standards.  The  standards  are  as 
follows : 

The  following  shall  constitute  the  minimum  standards  for  representing  oneself 
(by  means  of  Directory  listings,  announcements  of  practice,  and  the  like)  as 
engaging  in  the  independent  private  practice  of  psychology  ( whether  full-time  or 
part-time),  except  in  the  case  of  individuals  who  as  of  January  1,  1958  were  Fel- 
lows or  Members  of  the  APA : 

1.  Possession  of  the  ABEPP  Diploma  in  the  field  of  psychology  in  which  the 
individual  engages  in  independent  private  practice ;  or 

2.  A  PhD  degree,  based  in  part  on  a  doctoral  dissertation,  conferred  by  a  de- 
partment of  psychology  which  at  the  time  the  degree  was  awarded  met  the  stand- 
ards of  the  APA,  or  the  equivalent  of  such  a  degree ;  and  at  least  three  years  of 
paid  full-time  experience,  or  its  equivalent  in  part-time  paid  experience  (at  the 
minimum  rate  of  fifteen  hours  per  week)  to  be  obtained  subsequent  to  two  years 
of  graduate  study  and  in  the  general  field  of  specialization  in  which  the  psychol- 
ogist is  engaged  in  private  practice,  such  experience  to  have  been  (a)  in  an 
institutional  or  group  setting,  and  (&)  under  direct  supervision,  preferably 
by  a  psychologist,  or  by  another  professional  worker  of  recognized  standing. 

Individuals  who  became  Fellows  or  Members  of  the  APA  on  or  before  January 
1,  1958  and  who,  in  the  1962  and  following  editions  of  the  Directory,  wish  to 
include  a  private  practice  listing,  shall  fulfill  one  of  the  following  minimum 
standards : 

1.  Possess  the  ABEPP  Diploma  in  the  field  of  psychology  in  which  the  individ- 
ual engages  in  independent  private  practice ;  or 

2.  Possess  a  PhD  degree  ( or  an  equivalent  doctoral  degree )  in  psychology  from 
a  recognized  university  and  at  least  two  years  of  paid  full-time  experience  (or  its 
equivalent  in  part-time  paid  experience  at  the  minimum  rate  of  fifteen  hours  per 
week)  in  an  institutional  or  group  setting ;  or 

3.  Have  two  years  of  graduate  training  in  psychology  at  a  recognized  univer- 
sity or  college  and  at  least  three  years  of  paid  full-time  experience  ( or  its  equiva- 


1  Reprinted  from  the  American  Psychologist,  December  1960.  Copyrighted  by  the  Amer- 
ican Psychological  Association,  Inc.,  1960. 
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lent  in  part-time  paid  experience  at  the  minimum  rate  of  fifteen  hours  per  week) 
in  an  institutional  or  group  setting ;  or 

4.  Have  two  years  of  graduate  training  in  psychology  at  a  recognized  univer- 
sity or  college  and  at  least  five  years  of  paid  full-time  experience  (or  its  equiva- 
lent in  part-time  experience  at  the  minimum  rate  of  fifteen  hours  per  week)  in 
independent  private  practice. 

As  used  in  the  foregoing  statements,  group  practice  is  defined  as  the  coopera- 
tive practice  of  two  or  more  psychologists  (or  allied  professional  workers)  who 
(a)  share  some  professional  responsibilities  together,  (6)  engage  in  some  distinct 
group  functions  (such  as  common  referral  services  and  regular  case  presenta- 
tions and  seminars),  and  (c)  include  as  members  of  the  group  at  least  one  psy- 
chologist who  could  qualify,  under  the  above  provisions,  as  an  independent 
private  practitioner. 


APPENDIX  C1 
Ethical  Standards  of  Psychologists 

The  psychologist  believes  in  the  dignity  and  worth  of  the  individual 
human  being.  He  is  committed  to  increasing  man's  understanding  of 
himself  and  others.  While  pursuing  this  endeavor,  he  protects  the 
welfare  of  any  person  who  may  seek  his  service  or  of  any  subject,  human 
or  animal,  that  may  be  the  object  of  his  study.  He  does  not  use  his 
professional  position  or  relationships,  nor  does  he  knowingly  permit 
his  own  services  to  be  used  by  others,  for  purposes  inconsistent  with 
these  values.  While  demanding  for  himself  freedom  of  inquiry  and 
communication,  he  accepts  the  responsibility  this  freedom  confers:  for 
competence  where  he  claims  it,  for  objectivity  in  the  report  of  his  find- 
ings, and  for  consideration  of  the  best  interests  of  his  colleagues  and  of 
society. 

specific  principles 

Principle  1.  Responsibility. — The  psychologist,2  committed  to  increasing  man's 
understanding  of  man,  places  high  value  on  objectivity  and  integrity,  and  main- 
tains the  highest  standards  in  the  services  he  offers. 

a.  As  a  scientist,  the  psychologist  believes  that  society  will  be  best  served 
when  he  investigates  where  his  judgment  indicates  investigation  is  needed ; 
he  plans  his  research  in  such  a  way  as  tp  minimize  the  possibility  that  his 
findings  will  be  misleading ;  and  he  publishes  full  reports  of  his  work,  never 
discarding  without  explanation  data  which  may  modify  the  interpretation 
of  results. 

b.  As  a  teacher,  the  psychologist  recognizes  his  primary  obligation  to  help 
others  acquire  knowledge  and  skill,  and  to  maintain  high  standards  of 
scholarship. 

c.  As  a  practitioner,  the  psychologist  knows  that  he  bears  a  heavy  social 
responsibility  because  his  work  may  touch  intimately  the  lives  of  others. 

Principle  2.  Competence. — The  maintenance  of  high  standards  of  professional 
competence  is  a  responsibility  shared  by  all  psychologists,  in  the  interest  of  the 
public  and  of  the  profession  as  a  whole. 

a.  Psychologists  discourage  the  practice  of  psychology  by  unqualified  per- 
sons and  assist  the  public  in  identifying  psychologists  competent  to  give 
dependable  professional  service.  When  a  psychologist  or  a  person  identify- 
ing himself  as  a  psychologist  violates  ethical  standards,  psychologists  who 
know  firsthand  of  such  activities  attempt  to  rectify  the  situation.  When 
such  a  situation  cannot  be  dealt  with  informally,  it  is  called  to  the  attention 
of  the  appropriate  local,  state,  or  national  committee  on  professional 
ethics,  standards,  and  practices. 

b.  The  psychologist  recognizes  the  boundaries  of  his  competence  and  the 
limitations  of  his  techniques  and  does  not  offer  services  or  use  techniques 
that  fail  to  meet  professional  standards  established  in  particular  fields.  The 
psychologist  who  engages  in  practice  assists  his  client  in  obtaining  profes- 


1  Reprinted  (and  edited)  from  the  American  Psychologist,  January  1963.  Copyrighted  by 
the  American  Psychological  Associaton,  Inc.,  January  1963. 

2  A  student  of  psychology  who  assumes  the  role  of  psychologist  shall  be  considered  a 
psychologist  for  the  purpose  of  this  code  of  ethics. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1041 


sional  help  for  all  important  aspects  of  his  problem  that  fall  outside  the 
boundaries  of  his  own  competence.  This  principle  requires,  for  example, 
that  provision  be  made  for  the  diagnosis  and  treatment  of  relevant  medical 
problems  and  for  referral  to  or  consultation  with  other  specialists. 

c.  The  psychologist  in  clinical  work  recognizes  that  his  effectiveness 
depends  in  good  part  upon  his  ability  to  maintain  sound  interpersonal  rela- 
tions, that  temporary  or  more  enduring  aberrations  in  his  own  personality 
may  interfere  with  this  ability  or  distort  his  appraisals  of  others.    There  he 
refrains  from  undertaking  any  activity  in  which  his  personal  problems  are 
likely  to  result  in  inferior  professional  services  or  harm  to  a  client ;  or,  if 
he  is  already  engaged  in  such  an  activity  when  he  becomes  aware  of  his 
personal  problems,  he  seeks  competent  professional  assistance  to  determine 
whether  he  should  continue  or  terminate  his  services  to  his  client. 
Principle  3.  Moral  and  Legal  Standards. — The  psychologist  in  the  practice  of 
his  profession  shows  sensible  regard  for  the  social  codes  and  moral  expectations 
of  the  community  in  which  he  works,  recognizing  that  violations  of  accepted 
moral  and  legal  standards  on  his  part  may  involve  his  clients,  students,  or 
colleagues  in  damaging  personal  conflicts,  and  impugn  his  own  name  and  the 
reputation  of  his  profession. 

Principle  4-  Misrepresentation. — The  psychologist  avoids  misrepresentation 
of  his  own  professional  qualifications,  affiliations,  and  purposes,  and  those 
of  the  institutions  and  organizations  with  which  he  is  associated. 

a.  A  psychologist  does  not  claim  either  directly  or  by  implication  profes- 
sional qualifications  that  differ  from  his  actual  qualifications,  nor  does  he 
misrepresent  his  affiliation  with  any  institution,  organization,  or  individual, 
nor  lead  others  to  assume  he  has  affiliations  that  he  does  not  have.  The  psy- 
chologist is  responsible  for  correcting  others  who  misrepresent  his  profes- 
sional qualifications  or  affiliations. 

b.  The  psychologist  does  not  misrepresent  an  institution  or  organization 
with  which  he  is  affiliated  by  ascribing  to  its  characteristics  that  it  does  not 
have. 

c.  A  psychologist  does  not  use  his  affiliation  with  the  American  Psycho- 
logical Association  or  its  Divsions  for  purposes  that  are  not  consonant  with 
the  stated  purposes  of  the  Association. 

d.  A  psychologist  does  not  associate  himself  with  or  permit  his  name  to 
be  used  in  connection  with  any  services  or  products  in  such  a  way  as  to  mis- 
represent them,  the  degree  of  his  responsibility  for  them,  or  the  nature  of 
his  affiliation. 

Principle  5.  Public  Statements. — Modesty,  scientific  caution,  and  due  regard 
for  the  limts  of  present  knowledge  characterize  all  statements  of  psychologists 
who  supply  information  to  the  public,  either  directly  or  indirectly. 

a.  Psychologists  who  interpret  the  science  of  psychology  or  the  services 
of  psychologists  to  clients  or  to  the  general  public  have  an  obligation  to 
report  fairly  and  accurately.  Exaggeration,  sensationalism,  superficiality, 
and  other  kinds  of  misrepresentation  are  avoided. 

b.  When  information  about  psychological  procedures  and  techniques  are 
given,  care  is  taken  to  indicate  that  they  should  be  used  only  by  persons 
adequately  trained  in  their  use. 

c.  A  psychologist  who  engages  in  radio  or  television  activities  does  not 
participate  in  commercial  announcements  recommending  purchase  or  use 
of  a  product. 

Principle  6.  Confidentiality. — Safeguarding  information  about  an  individual 
that  has  been  obtained  by  the  psychologist  in  the  course  of  his  teaching,  prac- 
tice, or  investigation  is  a  primary  obligation  of  the  psychologist.  Such  informa- 
tion is  not  communicated  to  others  unless  certain  important  conditions  are  met. 

a.  Information  received  in  confidence  is  revealed  only  after  most  careful 
deliberation  and  when  there  is  clear  and  imminent  danger  to  an  individual 
or  to  society,  and  then  only  to  appropriate  professional  workers  or  public 
authorities. 

b.  Information  obtained  in  clinical  or  consulting  relationships,  or  evalua- 
tive data  concerning  children,  students,  employees,  and  others  are  discussed 
only  for  professional  purposes  and  only  with  persons  clearly  concerned  with 
the  case.  Written  and  oral  reports  should  present  only  data  germane  to  the 
purposes  of  the  evaluation;  every  effort  should  be  made  to  avoid  undue 
invasion  of  privacy. 
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c.  Clinical  and  other  materials  are  used  in  classroom  teaching  and  writing 
only  when  the  identity  of  the  persons  involved  is  adequately  disguised. 

d.  The  confidentiality  of  professional  communications  about  individuals  is 
maintained.  Only  when  the  originator  and  other  persons  involved  give  their 
express  permission  is  a  confidential  professional  communication  shown  to 
the  individual  concerned.  The  psychologist  is  responsible  for  informing  the 
client  of  the  limits  of  the  confidentiality. 

e.  Only  after  explicit  permission  has  been  granted  is  the  identity  of  re- 
search subjects  published.  When  data  have  been  published  without  per- 
mission for  identification,  the  psychologist  assumes  responsibility  for 
adequately  disguising  their  sources. 

f .  The  psychologist  makes  provisions  for  the  maintenance  of  confidentiality 
in  the  preservation  and  ultimate  disposition  of  confidential  records. 

Principle  7.  Client  Welfare. — The  psychologist  respects  the  integrity  and  pro- 
tects the  welfare  of  the  person  or  group  with  whom  he  is  working. 

a.  The  psychologist  in  industry,  education,  and  other  situations  in  which 
conflicts  of  interest  may  arise  among  various  parties,  as  between  manage- 
ment and  labor,  or  between  the  client  and  employer  of  the  psychologist,  de- 
fines for  himself  the  nature  and  direction  of  his  loyalties  and  responsibilities 
and  keeps  all  parties  concerned  informed  of  these  commitments. 

b.  When  there  is  a  conflict  among  professional  workers,  the  psychologist 
is  concerned  primarily  with  the  welfare  of  any  client  involved  and  only 
secondarily  with  the  interest  of  his  own  professional  group. 

c.  The  psychologist  attempts  to  terminate  a  clinical  or  consulting  relation- 
ship when  it  is  reasonably  clear  to  the  psychologist  that  the  client  is  not 
benefiting  from  it. 

d.  The  psychologist  who  asks  that  an  individual  reveal  personal  informa- 
tion in  the  course  of  interviewing,  testing,  or  evaluation,  or  who  allows  such 
information  to  be  divulged  to  him,  does  so  only  after  making  certain  that 
the  responsible  person  is  fully  aware  of  the  purposes  of  the  interview,  test- 
ing, or  evaluation  and  of  the  ways  in  which  the  information  may  be  used. 

e.  In  cases  involving  referral,  the  responsibility  of  the  psychologist  for 
the  welfare  of  the  client  continues  until  this  responsibility  is  assumed  by  the 
professional  person  to  whom  the  client  is  referred  or  until  the  relationship 
with  the  psychologist  making  the  referral  has  been  terminated  by  mutual 
agreement.  In  situations  where  referral,  consultation,  or  other  changes  in 
the  conditions  of  the  treatment  are  indicated  and  the  client  refuses  referral, 
the  psychologist  carefully  weighs  the  possible  harm  to  the  client,  to  himself, 
and  to  his  profession  that  might  ensue  from  continuing  the  relationship. 

f.  The  psychologist  who  requires  the  taking  of  psychological  tests  for 
didactic  classification,  or  research  purposes  protects  the  examinees  by  insur- 
ing that  the  tests  and  test  results  are  used  in  a  professional  manner. 

g.  When  potentially  disturbing  subject  matter  is  presented  to  students,  it 
is  discussed  objectively,  and  efforts  are  made  to  handle  constructively  any 
difficulties  that  arise. 

h.  Care  must  be  taken  to  insure  an  appropriate  setting  for, clinical  work 
to  protect  both  client  and  psychologist  from  actual  or  imputed  harm  and 
the  profession  from  censure. 

i.  In  the  use  of  accepted  drugs  for  therapeutic  purposes  special  care  needs 
to  be  exercised  by  the  psychologist  to  assure  himself  that  the  collaborating 
physician  provides  suitable  safeguards  for  the  client. 

Principle  8.  Client  Relationship. — The  psychologist  informs  his  prospective 
client  of  the  important  aspects  of  the  potential  relationship  that  might  affect  the 
client's  decision  to  enter  the  relationship. 

a.  Aspects  of  the  relationship  likely  to  affect  the  client's  decision  include 
the  recording  of  an  interview,  the  use  of  interview  material  for  training 
purposes,  and  observation  of  an  interview  by  other  persons. 

b.  When  the  client  is  not  competent  to  evaluate  the  situation  (as  in  the 
case  of  a  child),  the  person  responsible  for  the  client  is  informed  of  the 
circumstances  which  may  influence  the  relationship. 

c.  The  psychologist  does  not  normally  enter  into  a  professional  relation- 
ship with  members  of  his  own  family,  intimate  friends,  close  associates, 
or  others  whose  welfare  might  be  jeopardized  by  such  a  dual  relationship. 

Principle  9.  Impersonal  Services. — Psychological  services  for  the  purpose  of 
diagnosis,  treatment,  or  personalized  advice  are  provided  only  in  the  context 
of  a  professional  relationship,  and  are  not  given  by  means  of  public  lectures 
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or  demonstrations,  newspaper  or  magazine  articles,  radio  or  television  programs, 

mail,  or  similar  media. 

a.  The  preparation  of  personnel  reports  and  recommendations  based  on 
test  data  secured  solely  by  mail  is  unethical  unless  such  appraisals  are  an 
integral  part  of  a  continuing  client  relationship  with  a  company,  as  a 
result  of  which  the  consulting  psychologist  has  intimate  knowledge  of 
the  client's  personnel  situation  and  can  be  assured  thereby  that  his  written 
appraisals  will  be  adequate  to  the  purpose  and  will  be  properly  interpreted  by 
the  client.  These  reports  must  not  be  embellished  with  such  detailed 
analyses  of  the  subject's  personality  traits  as  would  be  appropriate  only 
after  intensive  interviews  with  the  subject.  The  reports  must  not  make 
specific  recommendations  as  to  employment  or  placement  of  the  subject 
which  go  beyond  the  psychologist's  knowledge  of  the  job  requirements  of 
the  company.  The  reports  must  not  purport  to  eliminate  the  company's 
need  to  carry  on  such  other  regular  employment  or  personnel  practices  as 
appraisal  of  the  work  history,  checking  of  refrences,  past  performance  in 
the  company. 

Principal  10.  Announcement  of  Services. — A  psychologist  adheres  to  pro- 
fessional rather  than  commercial  standards  in  making  known  his  availability 
for  professional  services. 

a.  A  psychologist  does  not  directly  solicit  clients  for  individual  diagnosis 
or  therapy. 

b.  Individual  listings  in  telephone  directories  are  limited  to  name,  highest 
relevant  degree,  certification  status,  address,  and  telephone  number.  They 
may  also  include  identification  in  a  few  words  of  the  psychologist's  major 
areas  of  practice ;  for  example,  child  therapy,  personnel  selection,  industrial 
psychology.    Agency  listings  are  equally  modest. 

c.  Announcements  of  individual  private  practice  are  limited  to  a  simple 
statement  of  the  name,  highest  relevant  degree,  certification  or  diplomate 
status,  address,  telephone  number,  office  hours,  and  a  brief  explanation  of  the 
types  of  services  rendered.  Announcements  of  agencies  may  list  names  of 
staff  members  with  their  qualifications.  They  conform  in  other  particulars 
with  the  same  standards  as  individual  announcements,  making  certain  that 
the  true  nature  of  the  organization  is  apparent. 

d.  A  psychologist  or  agency  announcing  nonclinical  professional  services 
may  use  brochures  that  are  descriptive  of  services  rendered  but  not 
evaluative.  They  may  be  sent  to  professional  persons,  schools,  business 
firms,  government  agencies,  and  other  similar  organizations. 

e.  The  use  in  a  brochure  of  "testimonials  from  satisfied  users"  is  un- 
acceptable. TJie  offer  of  a  free  trial  of  services  is  unacceptable  if  it  operates 
to  misrepresent  in  any  way  the  nature  of  the  efficacy  of  the  services  rendered 
by  the  psychologist.  Claims  that  a  psychologist  has  unique  skills  or  unique 
devices  not  available  to  others  in  the  profession  are  made  only  if  the  special 
efficacy  of  these  unique  skills  or  devices  has  been  demonstrated  by  scientifi- 
cally acceptable  evidence. 

f.  The  psychologist  must  not  encourage  (nor,  within  his  power,  even 
allow)  a  client  to  have  exaggerated  ideas  as  to  the  efficacy  of  services 
rendered.  Claims  made  to  clients  about  the  efficacy  of  his  services  must  not 
go  beyond  those  which  the  psychologist  would  be  willing  to  subject  to  pro- 
fessional scrutiny  through  publishing  his  results  and  his  claims  in  a  pro- 
fessional journal. 

Principle  11.  Interprofessional  Relations. — A  psychologist  acts  with  integrity 
in  regard  to  colleagues  in  psychology  and  in  other  professions. 

a.  A  psychologist  does  not  normally  offer  professional  services  to  a  person 
receiving  psychological  assistance  from  another  professional  worker  except 
by  agreement  with  the  other  worker  or  after  the  termination  of  the  client's 
relationship  with  the  other  professional  worker. 

b.  The  welfare  of  clients  and  colleagues  requires  that  psychologists  in  joint 
practice  or  corporate  activities  make  an  orderly  and  explicit  arrangement 
regarding  the  conditions  of  their  association  and  its  possible  termination. 
Psychologists  who  serve  as  employers  of  other  psychologists  have  an  obliga- 
tion to  make  similar  appropriate  arrangements. 

Principle  12.  Remuneration. — Financial  arrangements  in  professional  prac- 
tice are  in  accord  with  professional  standards  that  safeguard  the  best  interest  of 
the  client  and  the  profession. 

a.  In  establishing  rates  for  professional  services,  the  psychologist  con- 
siders carefully  both  the  ability  of  the  client  to  meet  the  financial  burden 
and  the  charges  made  by  other  professional  persons  engaged  in  comparable 
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work.  He  is  willing  to  contribute  a  portion  of  his  services  to  work  for  which 
he  receives  little  or  no  financial  return. 

b.  No  commission  or  rebate  or  any  other  form  of  remuneration  is  given 
or  received  for  referral  of  clients  for  professional  services. 

c.  The  psychologist  in  clinical  or  counseling  practice  does  not  use  his 
relationship  with  clients  to  promote,  for  personal  gain  or  the  profit  of  an 
agency,  commercial  enterprises  of  any  kind. 

d.  A  psychologist  does  not  accept  a  private  fee  or  any  other  form  of  re- 
muneration for  professional  work  with  a  person  who  is  entitled  to  his 
services  through  an  institution  or  agency.  The  policies  of  a  particular 
agency  may  make  explicit  provision  for  private  work  with  its  clients  by  mem- 
bers of  its  staff,  and  in  such  instances  the  client  must  be  fully  appraised  of  all 
policies  affecting  him. 

Principle  13.  Test  Security. — Psychological  tests  and  other  assessment  devices, 
the  value  of  which  depends  in  part  on  the  naivete  of  the  subject,  are  not  re- 
produced or  described  in  popular  publications  in  ways  that  might  invalidate 
the  techniques.  Access  to  such  devices  is  limited  to  persons  with  professional 
interests  who  will  safeguard  their  use. 

a.  Sample  items  made  up  to  resemble  those  of  tests  being  discussed  may  be 
reproduced  in  popular  articles  and  elsewhere,  but  scorable  tests  and  actual 
test  items  are  not  reproduced  except  in  professional  publications. 

b.  The  psychologist  is  responsible  for  the  control  of  psychological  tests 
and  other  devices  and  procedures  used  for  instruction  when  their  value 
might  be  damaged  by  revealing  to  the  general  public  their  specific  contents 
or  underlying  principles. 

Principle  l\.  Test  Interpretation. — Test  scores,  like  test  materials,  are  re- 
leased only  to  persons  who  are  qualified  to  interpret  and  use  them  properly. 

a.  Materials  for  reporting  test  scores  to  parents,  or  which  are  designed  for 
self -appraisal  purposes  in  schools,  social  agencies,'  or  industry  are  closely 
supervised  by  qualified  psychologists  or  counselors  with  provisions  for 
referring  and  counseling  individuals  when  needed. 

b.  Test  results  or  other  assessment  data  used  for  evaluation  or  classifica- 
tion are  communicated  to  employers,  relatives,  or  other  appropriate  persons 
in  such  a  manner  as  to  guard  against  misinterpretation  or  misuse.  In  the 
usual  case,  an  interpretation  of  the  test  result  rather  than  the  score  is 
communicated. 

c.  When  test  results  are  communicated  directly  to  parents  and  students, 
they  are  accompanied  by  adequate  interpretive  aids  or  advice. 

Principle  15.  Test  Publication. — Psychological  tests  are  offered  for  com- 
mercial publication  only  to  publishers  who  present  their  tests  in  a  professional 
way  and  distribute  them  only  to  qualified  users. 

a.  A  test  manual,  technical  handbook,  or  other  suitable  report  on  the  test 
is  provided  which  describes  the  method  of  constructing  and  standardizing 
the  test,  and  summarizes  the  validation  research. 

b.  The  populations  for  which  the  test  has  been  developed  and  the  pur- 
poses for  which  it  is  recommended  are  stated  in  the  manual.  Limitations 
upon  the  test's  dependability,  and  aspects  of  its  validiy  on  which  research 
is  lacking  or  incomplete,  are  clearly  stated.  In  particular,  the  manual 
contains  a  warning  regarding  interpretations  likely  to  be  made  which  have 
not  yet  been  substantiated  by  research. 

c.  The  catalog  and  manual  indicate  the  training  or  professional  qualifica- 
tions required  for  sound  interpretation  of  the  test. 

d.  The  test  manual  and  supporting  documents  take  into  account  the  prin- 
ciples enunciated  in  the  Standards  for  Educational  and  Psychological  Tests 
and  Manuals. 

e.  Test  advertisements  are  factual  and  descriptive  rather  than  emotional 
and  persuasive. 

Principle  16.  Research  Precautions. — The  psychologist  assumes  obligations 
for  the  welfare  of  his  research  subjects,  both  animal  and  human. 

a.  Only  when  a  problem  is  of  scientific  significance  and  it  is  not  prac- 
ticable to  investigate  it  in  any  other  way  is  the  psychologist  justified  in  ex- 
posing research  subjects,  whether  children  or  adults,  to  physical  or  emo- 
tional stress  as  part  of  an  investigation. 

b.  When  a  reasonable  possibility  of  injurious  aftereffects  exists,  research 
is  conducted  only  when  the  subjects  or  their  responsible  agents  are  fully  in- 
formed of  this  possibility  and  agree  to  participate  nevertheless. 
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c.  The  psychologist  seriously  considers  the  possibility  of  harmful  after- 
effects and  avoids  them,  or  removes  them  as  soon  as  permitted  by  the  design 
of  the  experiment. 

d.  A  psychologist  using  animals  in  research  adheres  to  the  provisions  of 
the  Rules  Regarding  Animals,  drawn  up  by  the  Committee  on  Precautions 
and  Standards  in  Animal  Experimentation  and  adopted  by  the  American 
Psychological  Associatiion. 

e.  Investigations  of  human  subjects  using  experimental  drugs  (for  exam- 
ple: hallucinogenic,  psychotomimetic,  psychedelic,  or  similar  substances) 
should  be  conducted  only  in  such  settings  as  clinics,  hospitals,  or  research 
facilities  maintaining  appropriate  safeguards  for  the  subjects. 

Principle  11.  Publication  Credit. — Credit  is  assigned  to  those  who  have  con- 
tributed to  a  publication,  in  proportion  to  their  contribution,  and  only  to  these. 

a.  Major  contributions  of  a  professional  character,  made  by  several  per- 
sons to  a  common  project,  are  recognized  by  joint  authorship.  The  experi- 
menter or  author  who  has  made  the  principal  contribution  to  a  publication 
is  identified  as  the  first  listed. 

b.  Minor  contributions  of  a  professional  character,  extensive  clerical  or 
similar  nonprofessional  assistance,  and  other  minor  contributions  are 
acknowledged  in  footnotes  or  in  an  introductory  statement. 

c.  Acknowledgment  through  specific  citations  is  made  for  unpublished 
as  well  as  published  material  that  has  directly  influenced  the  research  or 
writing. 

d.  A  psychologist  who  compiles  and  edits  for  publication  the  contributions 
of  others  publishes  the  symposium  or  report  under  the  title  of  the  committee 
or  symposium,  with  his  own  name  appearing  as  chairman  or  editor  among 
those  of  the  other  contributors  or  committee  members. 

Principle  18.  Responsibility  Toward  Organization. — A  psychologist  respects 
the  rights  and  reputation  of  the  institute  or  organization  with  which  he  is 
associated. 

a.  Materials  prepared  by  a  psychologist  as  a  part  of  his  regular  work  under 
specific  direction  of  his  organization  are  the  property  of  that  organization. 
Such  materials  are  released  for  use  or  publication  by  a  psychologist  in 
accordance  with  policies  of  authorization,  assignment  of  credit,  and  related 
niatters  which  have  been  established  by  his  organization. 

b.  Other  material  resulting  incidentally  from  activity  supported  by  any 
agency,  and  for  which  the  psychologist  rightly  assumes  individual  responsi- 
bility, is  published  with  disclaimer  for  any  responsibility  on  the  part  of  the 
supporting  agency. 

Principle  19.  Promotional  Activities. — The  psychologist  associated  with  the 
development  or  promotion  of  psychological  devices,  books,  or  other  products 
offered  for  commercial  sale  is  responsible  for  ensuring  that  such  devices,  books, 
or  products  are  presented  in  a  professional  and  factual  way. 

a.  Claims  regarding  performance,  benefits,  or  results  are  supported  by 
scientifically  acceptable  evidence. 

b.  The  psychologist  does  not  use  professional  journals  for  the  commercial 
exploitation  of  psychological  products,  and  the  psychologist-editor  guards 
against  such  misuse. 

c.  The  psychologist  with  a  financial  interest  in  the  sale  or  use  of  a  psy- 
chological product  is  sensitive  to  possible  conflict  of  interest  in  his  promotion 
of  such  products  and  avoids  compromise  of  his  professional  responsibilities 
and  objectives. 


APPENDIX  D 


State  Regulation  of  the  Practice  of  Psychology 


STATES  AND  PROVINCES  WITH  LAWS 


Alabama 
Arizona 


Georgia 

Idaho 

Illinois 

Kentucky 

L/ouisiana 

Maine 

Maryland 

Michigan 


Minnesota 
Nevada 


Utah 
Virginia 
Washington 
Wyoming 


Arkansas 

California 

Colorado 


New  York 
Oklahoma 
Oregon 


New  Hampshire 
New  Mexico 


Alberta 
Ontario 
Quebec 


Connecticut 


Delaware 
Florida 


Tennessee 


Saskatchewan 
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STATES  WITH  NONSTATUTORY  PROGRAMS,  AUGUST  1965 


Iowa 
Kansas 
Massachusetts 
Missouri 


Montana 
Nebraska 
New  Jersey 
North  Dakota 


Ohio 


Pennsylvania 
Rhode  Island 
South  Carolina 


South  Dakota 
Texas 

West  Virginia 
Wisconsin 


District  of  Columbia 


REFERENCES 


American  Psychological  Association.  Proceedings  of  the  Seventieth  Annual 
Business  Meeting.    American  Psychologist,  1962,  17,  855-856. 

Avnet,  Helen  H.  Psychiatric  insurance:  Financing  short-term  ambulatory 
treatment.    New  York:  New  York  Group  Health  Insurance,  Inc.  1962. 

Brayfield,  A.  H.  Human  effectiveness.  American  Psychologist,  1956.  20,  645- 
651. 

Cummings,  N.  A.  Kahn,  B.  I.,  &  Sparkman,  B.  Psychotherapy  and  medical  util- 
ization. As  cited  in  Greenfield,  Margaret,  Providing  for  mental  illness.  Berk- 
eley: Berkeley  Institute  of  Government  Studies,  University  of  California, 
1964. 

Follette,  W.,  &  Cummings,  N.  A.  Psychiatric  services  and  medical  utilization 
prepaid  health  plan  setting.  Health  Economic  Monograph.  Washington, 
D.C. :  United  States  Public  Health  Service,  1966.    In  press. 

Hanson,  A.  B.,  Cochran,  D.  F.,  &  L'Hommedieu,  S.  J.  Brief  for  American  Psy- 
chological Association,  Amicus  Curiae,  in  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia  Circuit.  No.  16,306.  Vincent  E.  Jenkins  v. 
U.S.A.,  1962. 

Hoch,  E.  L.,  &  Darley,  J.  G.  Case  at  law.  American  Psychologist,  1962,  17 
623-654.  .  , 

Joint  Commission  on  Mental  Illness  and  Health.  Action  for  mental  health, 
New  York  :  Basic  Books,  1961.    P.  248. 

Kelley,  N.  H.,  Sanford,  F.  H.,  &  Clark,  K.  E.  The  meaning  of  the  ABEPP 
diploma.    American  Psychologists,  1961, 16, 132-141. 

Lofquist,  L,  H.  (Ed.)  Psychological  research  and  rehabilitation.  (Confer- 
ence Report,  Miami  Beach,  Florida,  1960)  Washington,  D.C. :  American  Psy- 
chological Association,  1961. 

Los  Angeles  Region  Welfare  Planning  Council.  Los  Angeles  County  surveys 
its  mental  health  services.    Los  Angeles :  Author,  1960,  P.  11. 

National  Institute  of  Mental  Health.  Improving  mental  health  insurance 
coverage.  (Public  Health  Service  Publication  1253).  Washington,  D.C; 
United  States  Department  of  Health,  Education,  and  Welfare,  August  1965. 

New  York  State  Psychological  Association,  Committee  on  Private  Prac- 
tice of  the  Division  of  Clinical  Psychology.  The  clinical  psychologist  in 
the  private  practice  of  psychotherapy  in  New  York  State.  New  York  :  Author, 
1963. 

Ogg,  E.    Psychologists  in  action.    (Public  Affairs  Pamphlet  No.  229)  (5th  ed.) 

New  York :  Public  Affairs  Committee,  1961. 
Ogg,  E.  Psychotherapy — A  helping  process.    (Public  Affairs  Pamphlet  No.  329) 

(2nd  ed.)  New  York :  Public  Affairs  Committee,  1962. 
Raimy,  V.  C.  (Ed.)    Training  in  clinical  psychology.    New  York  :  Prentice-Hall, 

1950. 

Roe,  A.,  Gustad,  J.  W.,  Moore,  B.  V.,  Ross,  S.  &  Skodak,  M.  (Eds.)  Graduate 
education  in  psychology.  Washington,  D.C. :  American  Psychological  Associa- 
tion, 1959. 

Ross,  S.,  &  Lockman,  R.  F.  Career  in  psychology.  Washington,  D.C. :  Ameri- 
can Psychological  Association,  1965. 

Rubenstein,  E.  A.,  &  Parloff,  M.  B.  (Eds.)  Research  in  psychotherapy.  (Pro- 
ceedings of  a  Conference)  Washington,  D.C,  1958.  Washington,  D.C : 
American  Psychological  Association,  1959. 

Strother,  C.  R.  (Ed.)  Psychology  and  mental  health.  Washington,  D.C: 
American  Psychological  Association,  1957. 

Strupp,  H.  H.  &  Luborsky,  L.  (Eds.)  Research  in  psychotherapy.  (Proceed- 
ings of  a  Conference,  Chapel  Hill,  N.C,  1961)  Vol.  2.  Washington,  D.C: 
American  Psychological  Association,  1962. 

University  of  the  State  of  New  York.  Psychology.  Laws,  rules,  information. 
(Handbook  51,  Professional  Education)  New  York:  Author,  1961. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1047 


Wright,  B.  A.  (Ed.)  Psychology  and  rehabilitation.  (The  Proceedings  of  an 
Institute  on  the  Roles  of  Psychology  and  Psychologists  in  Rehabilitation  held 
at  Princeton,  N.J.,  1958)  Washington,  D.C. :  American  Psychological  Associa- 
tion, 1959. 

Yolles,  S.  F.  The  role  of  the  psychologist  in  comprehensive  mental  health  cen- 
ters :  The  National  Institute  of  Mental  Health  view.  American  Psychologist, 
1966,  21,  37-41. 

Zimet,  C.  N.,  &  Throne,  F.  M.  (Eds.)  Preconference  materials  prepared  for  the 
conference  on  the  professional  preparation  of  clinical  psychologists.  Wash- 
ington, D.C. :  American  Psychological  Association,  1965. 

Dr.  Brayfield.  It  is  our  view  that  the  89th  Congress  acted  wisely, 
farsightedly — and  indeed — and  I  stress  this — courageously — in  pro- 
viding for  the  coverage  of  mental  health  services  in  the  1965  medicare 
legislation.  It  is  our  hope  that  we,  in  turn,  are  acting  responsibly 
when  today  we  bring  to  your  attention  what  we  believe  to  be  an  in- 
advertent deficiency  in  the  legislation. 

We  believe  that  there  is  a  significant  practical  as  well  as  humani- 
tarian case  to  be  made  for  enlarging  and  extending  accessibility  to 
mental  health  services  via  prepaid  health  insurance. 

Two  recent  studies  conducted  at  Kaiser-Permanente  in  San  Fran- 
cisco, one  covering  a  span  of  3  years  and  another  covering  6  years, 
reveal  that  high  medical  users  significantly  reduced  their  utilization 
of  medical  facilities  following  psychotherapy.  Viewed  from  the  over- 
all perspective  of  total  insurance  costs,  the  costs  of  providing  psycho- 
therapy may  be  more  than  offset  by  the  savings  in  general  medical 
costs.  The  medicare  program  provides  an  opportunity  to  gather  the 
relevant  inf  ormation. 

I  appreciate  the  opportunity  to  appear  here  today  to  discuss  these 
matters  of  mutual  concern.  I  will  be  happy  to  clarify  my  remarks 
now  or  at  a  later  time. 

Mr.  Watts.  Thank  you  very  much  for  an  excellent  statement. 

Does  anybody  have  any  questions  ? 

Mr.  Broyhill.  One  brief  one,  Mr.  Chairman. 

Dr.  Brayfield,  what  is  the  principal  difference  between  a  psy- 
chiatrist and  a  psychologist  ?  I  thought  this  might  be  well  to  put  in 
the  record  at  this  time. 

Dr.  Brayfield.  Yes. 

Mr.  Broyhill.  The  difference  in  the  educational  requirements,  the 
treatment  that  a  psychologist  may  give  that  a  physchiatrist  would 
not  give,  and  vice  versa.  I  know  on  the  question  of  drugs  that  a 
psychologist  cannot  administer  them.  Do  you  have  a  brief  explana- 
tion of  the  difference. 

Dr.  Brayfield.  Yes,  I  would  be  very  happy  to  respond  to  that. 

Mr.  Broyhill.  Without  bias  of  course. 

Dr.  Brayfield.  I  should  say  that  I  have  submitted  for  the  hearing 
record  a  more  extended  statement  which  does  go  to  the  question  you 
ask  and  in  both  instances  they  are  written  by  physicians,  in  the  one 
instance  a  psychiatrist,  so  if  there  is  bias  I  will  let  that  stand  for  them. 

But  I  would  like  to  respond  very  briefly.  First  a  psychiatrist  comes 
out  of  a  biological  science  background  and  the  major  differentiation  is 
that  by  law  he  is  permitted  to  prescribe  drugs.  This  is  the  major 
practical  differentiation.  The  psychologist  in  contrast  comes  out  of  a 
behavioral  science  background  and  he  does  not  prescribe  drugs  nor 
does  he,  as  the  saying  goes,  lay  on  hands. 
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If  you  would  go  into  an  office  building  where  a  psychologist  is  in 
practice  and  a  psychiatrist  in  practice  and  if  you  inspected  the  pa- 
tients going  in  the  two  different  doors  and  if  you  inspected  what  the 

sychiatrist  and  the  psychologist  do  with  those  patients  you  would 

nd  almost  no  differences. 

Basically  both  professions  are  engaging  in  diagnosis  and  basically 
both  professions  are  offering  treatment,  most  frequently  in  the  form 
of  psychotherapy,  a  verbal  talking  procedure,  and  their  activities  are 
indistinguishable. 

I  think  it  is  a  historic  accident  perhaps  that  psychiatry  did  indeed 
develop  out  of  medicine  originally.  Many,  particularly  the  younger 
men,  in  the  field  of  psychiatry  have  advocated  that  there  be  only  a 
single  profession  in  this  field. 

Unfortunately,  there  is  resistance  to  such  a  suggestion  from  medical 
schools  and  from  departments  of  psychology,  understandably,  but  I 
think  it  does  indicate  that  the  two  professions  have  come  very  closely 
together. 

Mr.  Brothill.  Would  there  be  any  instances  or  many  instances 
wherein  a  psychiatrist  would  refer  a  patient  to  a  psychologist? 

Dr.  Brayfield.  Yes.  It  happens  frequently  and  the  referral  rout- 
ings go  both  ways,  sometimes  from  the  psychiatrist  to  the  psychologist, 
sometimes  from  the  psychologist  to  the  psychiatrist  and  frequently 
you  may  find  that  they  will  not  necessarily  share  offices,  but  have  offices 
in  the  same  building  and  refer  back  and  forth. 

Just  as  psychiatrists  among  themselves  may  refer  back  and  forth, 
psychologists  among  themselves  refer  back  and  forth  because  a  person 
may  have  developed  such  a  specialized  practice  that  he  may  be  particu- 
larly expert  with  children  or  particularly  expert  with  the  elderly,  these 
kinds  of  differences. 

Mr.  Broyhill.  Thank  you. 

Dr.  Brayfield.  I  appreciate  your  clarifying  the  question. 
Mr.  Burke    (presiding).  Thank  you,  Dr.  Brayfield.    We  ap- 
preciate your  statement  very  much. 

(The  following  letter  was  received  by  the  committee :) 

American  Psychological  Association, 

Washington,  D.C.,  April  12, 1967. 

Mr.  Leo  H.  Iewin, 

Chief  Counsel,  House  Ways  and  Means  Committee,  U.S.  House  of  Representa- 
tives, Washington,  D.C. 
>  Dear  Mr.  Irwin  :  With  respect  to  amendments  to  Medicare,  our  Association, 
and  its  affiliated  state  Psychological  Associations,  has  drafted  a  bill  to  include 
psychologists'  services.  This  bill  has  been  reviewed  and  approved  by  our  legal 
counsel,  the  firm  of  Arnold  and  Porter. 

I  am  enclosing  six  sets  of  the  bill  and  a  memorandum  of  explanation.  We 
know  that  you  and  your  staff  associates  would  wish  to  have  copies  of  this 
material. 

Please  feel  free  to  call  me  at  any  time  if  you  have  questions  or  desire  further 
clarification. 

Sincerely, 

John  J.  McMillan, 

Administrative  Officer,  State  and  Professional  Affairs. 
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March  29, 1967. 

Subject :  A  Bill  to  Amend  Title  XVIII  of  the  Social  Security  Act  to  Provide 
Payment  for  Psychologists'  Services  Under  the  Program  of  Supplemental 
Medical  Insurance  Benefits  for  the  Aged. 

What  It  Is  and  What  It  Does 

Attached  is  a  copy  of  a  proposed  bill  to  amend  the  Medicare  portion  of  the 
Social  Security  Act  for  psychologists'  services  under  the  program  of  supplemental 
medical  insurance  benefits  for  the  aged  (Title  18,  Part  B) . 

The  present  statute  and  regulations  require  that  any  services  rendered  by 
qualified  psychologists  (under  Part  B)  are  only  reimbursable  if  they  are  inci- 
dent to  a  physician's  services  or  if  they  consist  of  diagnostic  testing  performed 
on  referral  from  a  physician. 

The  proposed  amendment  to  the  law  would  provide  for  services  of  psychologists 
"whether  or  not  rendered  pursuant  to  a  physician's  referral  or  direction".  Sec- 
tion 1861  of  the  Act  would  be  amended  to  define  psychologists'  services  as 
"professional  services  performed  by  psychologists,  including  diagnosis,  treatment, 
consultation,  and  home,  office,  and  institutional  calls  in  connection  with  mental, 
psychoneurotic,  and  personality  disorders  of  an  individual,  where  such  services 
are  provided  by  a  psychologist  who  is  certified  or  licensed  to  provide  such 
services  in  the  state  where  the  services  are  provided". 

Such  an  amendment  would  not  extend  the  range  of  conditions  covered  under 
Part  B  of  the  present  statute;  it  would  only  extend  the  range  of  qualified 
professionals  available  to  provide  the  same  service. 

Equities  of  this  Bill 

The  Present  Medicare  legislation  and  regulations  impose  undesirable  con- 
straints on  the  delivery  of  mental  health  services  and  add  unnecessary  costs 
by  requiring  that  the  services  of  psychologists  be  "incident  to  a  physician's 
services".  The  public  interest  is  not  served  by  this  requirement.  It  restricts 
the  patient's  direct  access  to  services  and  adds  to  the  cost.  It  curtails  already 
limited  sources  of  help.  It  contradicts  earlier  Congressional  policy  as  for  ex- 
ample, embodied  in  the  Community  Mental  Health  Centers  legislation,  which 
stressed  optimal  utilization  of  all  recognized  mental  health  professionals. 

This  is  a  deficiency  in  the  Medicare  legislation.  The  1967  administration 
amendments,  H.R.  5710,  do  not  rectify  this  inequity.  The  attached  bill  would 
do  so. 

For  a  more  detailed  presentation  of  the  case  supporting  the  attached  amend- 
ment, please  see  the  statement  presented  to  the  House  Ways  and  Means  Com- 
mittee on  March  10,  1967  by  Dr.  Arthur  H.  Brayfield,  Executive  Officer  of  the 
American  Psychological  Association. 

For  additional  information  relating  to  the  services  of  psychologists  under 
voluntary  health  insurance  plans  see  the  enclosed  brochure  entitled  "The 
Psychologist  and  Voluntary  Health  Insurance",  a  formal  position  statement  of 
the  American  Psychological  Association. 

A  BILL  To  Amend  Title  XVIII  of  the  Social  Security  Act  to  Provide  Payment  for  Psy- 
chologists' Services  under  the  Program  of  Supplemental  Medical  Insurance  Benefits  for 
the  Aged, 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  asscmbled„Th&t : 

(a)  Section  1861  (s)  (1)  of  the  Social  Security  Act  is  amended  by  adding  before 
the  semicolon  and  after  "services"  the  following :  "or  psychologists'  services, 
whether  or  not  rendered  pursuant  to  a  physician's  referral  or  direction;" 

(b)  Section  1861  of  such  Act  is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection : 

"psychologists'  services 

"(z)  The  term  'psychologists'  services'  means  professional  services  per- 
formed by  psychologists,  including  diagnosis,  treatment,  consultation,  and  home, 
office  and  institutional  calls  in  connection  with  mental,  psychoneurotic,  and  per- 
sonality disorders  of  an  individual,  where  such  services  are  provided  by  a 
psychologist  who  is  certified  or  licensed  to  provide  such  services  in  the  state 
where  the  services  are  provided." 

Mr.  Burke.  The  next  witness  is  Bernard  L  Diamond.  For  the  rec- 
ord, Mr.  Diamond,  would  you  identify  yourself  and  your  association 
and  also  your  associates  ? 
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STATEMENT  OP  BERNARD  I.  DIAMOND,  CHAIRMAN,  GOVERNMENT 
AND  PROFESSIONAL  RELATIONS  COUNCIL,  AMERICAN  ASSOCI- 
ATION OP  BIO  ANALYSTS,  ACCOMPANIED  BY  ROBERT  S.  BOURBON, 
LEGAL  COUNSEL;  JOHN  S.  EGAN,  AND  BERNARD  F.  KAPLAN 

Mr.  Diamond.  I  would  be  pleased.  My  name  is  Bernard  Diamond. 
To  my  right  is  Mr.  Robert  Bourbon,  our  legal  counsel,  to  my  im- 
mediate left  Mr.  J ohn  Egan,  and  to  the  far  left  Mr.  Bernard  Kaplan. 

Mr.  Burke.  And  the  association  you  are  representing. 

Mr.  Diamond.  The  American  Association  of  Bioanalysts. 

Mr.  Burke.  You  may  proceed. 

Mr.  Diamond.  Mr.  Chairman  and  gentlemen  of  this  committee,  we 
appreciate  and  thank  you  for  this  opportunity. 

My  name  is  Bernard  I.  Diamond,  director  of  the  Diamond  Labora- 
tories, an  independent  bioanalytical  laboratory  in  Philadephia,  Pa. 

I  am  chairman  of  the  Committee  on  Governmental  and  Professional 
Relations  of  the  American  Association  of  Bioanalysts,  which  is  af- 
filiated with  the  American  Institute  of  Biological  Sciences  and  the 
American  Association  for  the  Advancement  of  Science. 

I  appear  before  you  with  counsel,  Robert  S.  Bourbon,  Esq.,  of 
Silver  Spring,  Md.,  and  Bernard  F.  Kaplan  and  John  S.  Egan  at  the 
request  of  and  representing  the  following  organizations :  The  Ameri- 
can Association  of  Bioanalysts,  the  Maryland  Association  of  Bio- 
analysts, the  New  York  State  Association  of  Clinical  Laboratories,  the 
New  York  State  Society  of  Bioanalysts,  the  New  Jersey  Association 
of  Clinical  Laboratory  Directors,  the  Oklahoma  Association  of  Bio- 
analysts, the  Pennsylvania  Association  of  Clinical  Laboratories,  the 
California  Association  of  Clinical  Laboratories,  the  Rhode  Island  As- 
sociation of  Clinical  Laboratories,  the  Massachusetts  Association  of 
Clinical  Laboratories,  the  Illinois  Association  of  Clinical  Laboratories, 
the  Ohio  Association  of  Bioanaylsts,  the  Michigan  Association  of  Bio- 
analysts, the  Connecticut  Association  of  Clinical  Laboratories,  the 
Texas  Association  of  Clinical  Laboratories,  and  the  Florida  Associa- 
tion of  Medical  Laboratories. 

The  membership  of  the  American  Association  of  Bioanalysts  is 
composed  of  individuals  who  have  devoted  their  talents  to  the  direc- 
tion and  application  of  the  life  sciences  to  clinical  laboratory  analyses, 
those  who  teach  such  curriculums,  and  those  who  hold  similar  com- 
missions in  the  armed  services  or  governmental  laboratories. 

PURPOSE  OF  PRESENTATION 

We  do  not  appear  here  in  opposition  to  the  principles  of  H.R.  5710, 
in  perfection  and  expansion  of  social  security  program  coverage,  but 
rather  to  present  our  position  concerning  and  in  supplementation  of 
H.R.  5710  as  it  may  affect,  or  may  be  made  to  effect  modification  of 
the  basic  law  relating  to  independent  laboratory  participation. 

It  was  our  privilege  to  appear  before  the  Senate  Finance  Committee 
on  May  13,  1965,  to  testify  on  behalf  of  the  American  Association  of 
Bioanalysts,  to  urge  the  inclusion  of  independent  laboratory  services 
in  the  Social  Security  Amendments  of  1965,  introduced  by  the  hon- 
orable chairman,  Mr.  Wilbur  Mills,  being  now  Public  Law  89-97. 
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That  statement,  a  copy  of  which  you  now  have,  was  commended 
publicly  by  the  committee  chairman.  The  1965  statement  is  offered 
to  support  and  supplement  this  statement  as  an  adequate  presenta- 
tion of  the  arguments  for  the  inclusion  of  the  independent  laboratory 
as  a  member  of  the  integrated  health  team. 

EXPLANATION  OF  STATUTORY  PROVISIONS  RELATING  TO  INDEPENDENT 
LABORATORY  REGULATIONS 

The  Congress  saw  fit,  in  title  XVIII,  subparagraph  (B),  section 
1861  (s)  of  the  Medicare  Act,  to  make  provision  for  coverage  in  the 
medical  insurance  program  of  diagnostic  tests  performed  in  independ- 
ent clinical  laboratories — that  is,  independent  of  a  physician's  office 
and  of  a  participating  hospital. 

Two  conditions  are  imposed  in  title  XVIII : 

1.  The  independent  laboratory  must  be  licensed  pursuant  to  State 
or  local  law,  or  be  approved  by  the  State  or  local  agency  as  meeting 
the  standards  established  for  such  licensing  or  approval,  and 

2.  The  independent  laboratory  must  meet  the  standards  found  neces- 
sary by  the  Secretary  of  the  Department  of  Health,  Education,  and 
Welfare,  to  assure  the  health  and  safety  of  individuals  with  respect 
to  whom  tests  are  to  be  performed. 

The  amendment,  including  the  services  of  independent  laboratories, 
carried  the  following  as  an  explanation  by  way  of  what  is  now  legis- 
lative history: 

Public  health  authorities  have  expressed  concern  about  the  effects  of  payment 
under  the  supplementary  insurance  program  for  diagnostic  tests  which  are  not 
performed  in  a  hospital  or  in  the  attending  physician's  office.  In  recent  years 
there  has  been  a  rapid  growth  of  so-called  "free  standing"  laboratories  specializ- 
ing in  volume  testing,  and  mail  order  operations.  Investigation  by  state  health 
authorities  has  produced  evidence  of  unsanitary  conditions,  errors  in  tests,  faulty 
records,  and  subcontracting  of  work  on  specimens.  Some  states  have  estab- 
lished requirements  that  these  laboratories  must  meet  in  order  to  operate.  The 
proposed  change  (that  is,  the  amendment)  would  support  state  efforts  in  this 
direction  and  would  assure  that  the  laboratories  meet  the  same  standards  es- 
sential to  the  health  and  safety  of  beneficiaries  as  hospital  laboratories. 

PROMULGATION  OF  "CONDITIONS  FOR  COVERAGE  OF  INDEPENDENT  LABORATORIES" 

On  December  16,  1966,  the  Department  of  Health,  Education,  and 
Welfare  issued  regulations,  published  in  the  Federal  Kegister,  entitled, 
"Conditions  for  Coverage  of  Services  of  Independent  Laboratories." 
Listed  therein  are  the  specific  requirements  to  be  met  by  independent 
laboratories  to  qualify  their  services  for  reimbursement  under  medi- 
care. 

We  submit  that  the  Secretary  did  not  place  reliance  upon  the  State 
authorities  in  the  regulation  of  independent  laboratories  and  reliance 
upon  the  effectiveness  of  State  or  State- approved  performance  evalu- 
ation programs  as  Congress  intended.  Despite  the  purpose  of  the 
amendment  as  stated  in  the  explanation,  the  Secretary  has  refused 
to  support  State  efforts  under  licensure  of  approval  legislation  and  has 
chosen  instead  to  impose  upon  the  independent  laboratories  regula- 
tions more  stringent  by  far  than  those  governing  hospital  or  physi- 
cian-directed laboratories. 
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APPLICATION  OF  "CONDITIONS"  PAPER  QUALIFICATIONS 

The  conditions  imposed  by  the  Secretary  upon  independent  labora- 
tories require  an  M.D.,  Ph.  D.,  or  M.A.  in  each  of  at  least  four  labora- 
tory departments.  Only  the  largest,  centrally  located  laboratories 
can  support  such  staffing,  even  assuming  that  there  is  an  unlimited 
pool  of  available  M.D.'s,  Ph.  D.'s,  and  M.  A.'s.  The  hospital  labora- 
tory and  the  pathologist-directed  laboratory  are  not  subject  to  these 
staffing  requirements.  Nor  is  the  laboratory  of  the  physician  so  sub- 
ject. 

If  these  regulations  remain  unchanged,  the  qualified  competent 
majority  of  independent  laboratories  will  be  unable  to  continue  be- 
yond June  31,  1971.  Many  will  be  forced  to  close  their  doors  long 
before  that  time  (some  by  July  of  this  year)  despite  the  "moratorium" 
provisions  which  are  themselves  arbitrary  and  discriminatory. 

"MORATORIUM"  UNTIL   1971   AND  CONGRESSIONAL  INTENT 

This  "moratorium"  affords  little  or  no  protection  against  the  arbi- 
trary abuse  of  administrative  authority,  even  in  the  interim  period 
before  1971. 

We  firmly  believe  that  it  was  not  the  intent  of  Congress,  when  the 
Medicare  Act  became  law  in  1965,  to  eliminate  the  independent  lab- 
oratory from  the  health  team. 

A  leading  representative  of  the  Department  of  Health,  Education, 
and  Welfare  is  quoted : 

Congress  itself  made  certain  vital  decisions  on  standards  that  influenced  their 
level  and  application,  and  having  defined  the  upper  and  lower  limits  on  stand- 
ards, Congress  left  most  of  the  remaining  decisions  to  the  Secretary  of  Health, 
Education  and  Welfare. 

We  would  hope  that  Congress  would  not  have  given  up  completely 
its  prerogative  in  such  an  important  area. 

HEALTH  INSURANCE  BENEFITS  ADVISORY  COUNCIL 

At  the  same  time,  as  a  part  of  the  Medicare  Act,  Congress  estab- 
lished the  Health  Insurance  Benefits  Advisory  Council  to  advise  the 
Secretary.  At  no  time  was  any  independent  laboratory  director  or 
member  of  the  American  Association  of  Bioanalysts  invited  to  attend 
the  deliberations  of  this  important  Council.  To  this  moment,  the  in- 
dependent laboratory  director  is  not  represented  on  this  Council. 

ABILITY  OF  INDEPENDENT  LABORATORIES  TO  MEET  "CONDITIONS" 

Most  of  the  independent  laboratories  of  the  Nation  cannot  possibly 
meet  the  conditions.  They  are  unbalanced  in  favor  of  hospital-, 
pathologist-,  and  physician-directed  laboratories.  They  are  unreason- 
able and  unrealistic  and  are  predicated  upon  the  entirely  unsupported 
assumption  that  only  an  M.D.,  Ph.  D.  or  M.A.  will  qualify  a  scientist 
to  direct  bioanalytical  testing  in  a  clinical  laboratory. 

Nothing  could  be  further  from  the  fact.  Thousands  of  independent 
laboratories  are  now  competently  serving  the  public  and  are  directed 
by  clinical  chemists,  microbiologists,  and  other  recognised  scientists 
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who  do  not  hold  such  degrees.  The  services  of  these  scientists  even 
now  are  being  relied  upon  with  justified  confidence  by  thousands  of 
physicians  caring  for  millions  of  patients  each  year. 

EFFECT  OF  "CONDITIONS'' 

The  "conditions"  promulgated  by  the  Department  of  Health,  Edu- 
cation, and  Welfare  are  in  conflict  with,  we  submit,  the  underlying 
philosophy  and  objectives  of  the  medicare  program — the  marshaling 
of  all  available  and  adequate  facilities  and  services  in  an  integrated 
program  of  total  health  care. 

Even  if  the  existing  independent  laboratories  were  permitted  to 
qualify  during  the  interim  period,  it  would  be  impossible  for  most  of 
them  to  qualify  beyond  June  30,  1971.  At  that  time,  if  not  sooner, 
the  public  will  be  deprived  of  the  convenient  services  of  the  inde- 
pendent laboratories  and  their  reservoir  of  trained,  experienced,  and 
fully  qualified  personnel. 

These  laboratories  and  their  personnel  have  performed  competently 
for  many  years  under  State  licensing  and  performance  evaluation  pro- 
grams. They  should  be  permitted  to  continue  to  perform  in  the 
future,  if  they  perform  competently. 

We  are  alarmed  and  aroused  because  our  repeated  protests  have 
elicited  little  response  from  the  Secretary,  because  the  Secretary's 
power  of  reasonable  and  necessary  regulation  has  been  arbitrarily 
exercised  to  exclude  the  independent  laboratory  regardless  of  its  ability 
to  perform,  placing  reliance  on  academic  achievement  beyond  that 
required  and  reasonably  necessary  to  achieve  competence  and  efficiency 
in  the  performance  of  bioanalytical  testing. 

The  "conditions"  will  discourage  entry  into  the  field  of  bioanalysis, 
creating  an  increasingly  burdensome  demand  upon  the  hospital-  and 
pathologist-directed  laboratories,  and  serious  difficulties  for  the  physi- 
cian who  needs  to  care  for  his  senior  citizens  and  others. 

There  are  other  ways  to  find  and  eliminate  the  incompetent  besides 
foreclosure  of  all. 

PERFORMANCE  AND  EVALUATION 

We  believe  the  independent  laboratory  now  operating  is  entitled 
to  a  realistic  and  bona  fide  evaluation  of  its  ability  to  perform.  We 
further  believe  that  in  keeping  with  the  purpose  of  the  1965  Medicare 
Act,  as  previously  stated  in  the  explanation  licensing  or  approval 
under  State  law,  on-site  inspection  and  satisfactory  performance  under 
on-going  State  evaluation  programs  do  and  should  qualify  the  inde- 
pendent laboratory  and  its  personnel  for  coverage  under  medicare. 

Performance  should  always  be  the  primary  and  practical  standard 
for  measuring  the  ability  of  the  laboratory  to  render  quality  service. 

CURRENT  RECOGNITION  OF  INDEPENDENT  LABORATORY  SERVICES 

The  Veterans'  Administration,  Blue  Cross  and  Blue  Shield,  the 
Armed  Forces  medicare  program,  many  private  insurance  companies 
and  innumerable  health  and  welfare  agencies  throughout  the  Nation 
have  recognized  and  are  now  relying  upon  the  testing  services  of  in- 
dependent laboratories.  These  "conditions"  are  damaging  to  the  pub- 
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lie,  depriving  them  of  an  available,  competent,  and  convenient  health 
service.  Such  stringent  requirements  are  not  necessary.  They  will 
not  protect  the  public  against  the  unscrupulous  or  incompetent. 

CONCERN  BY  INDEPENDENT  LABORATORIES  FOR  PUBLIC  SAFEGUARDS 

We  join  the  Secretary  of  Health.  Education,  and  Welfare  in  a 
common  desire  to  improve  the  work  of  the  clinical  laboratory  and  to 
safeguard  the  public  against  incompetence.  We  join  all  members  of 
the  health  team  in  our  deep  concern  for  the  health  and  safety  of  the 
public.  Regulation  by  department  heads  under  legislative  authority 
is  permitted  under  the  law  in  implementation  and  effectuation  of  legis- 
lative intent  and  purpose. 

We  challenge  these  regulations.  We  submit  that  the  regulations  do 
not  implement  and  effectuate,  but  rather  conflict  with  and  defeat  the 
legislative  intent  and  purpose  implicit  in  the  act — recognition  of  the 
independent  laboratory  as  a  member  of  the  health  team. 

RECOMMENDATIO  N  S 

We  recommend  the  following: 

A.  That  the  Congress,  in  its  consideration  of  H.R.  5710,  reexamine, 
with  particularity,  its  intent  with  reference  to  the  continuation  of 
competent,  performing  independent  laboratory  services  as  an  integral 
part  of  a  public -oriented  health  program,  for  which  the  States  have 
primary,  or  at  the  least,  joint  responsibility. 

B.  Consistent  with  the  declared  intent  of  the  administration  to 
assist  the  States  financially  to  improve  their  independent  laboratory 
services,  that  the  States  be  afforded  reasonable  opportunity  to  effec- 
tuate such  improvements. 

C.  Consideration  of  amendatory  legislation  such  as  the  following : 
Following  "as  the  Secretary  may  find  necessary"  in  subparagraph 

(11)  of  section  1861(s)  of  title  XVIII.  Public  Law  S9-97.  add  the 
following : 

Provided,  however,  that  any  independent  laboratory  which  is  participating  or 
shall  hereafter  participate  in  a  State  or  State-approved  on-going  proficiency 
testing  program  and  vrhich  either  is  licensed  or  approved  under  State  or  ap- 
plicable local  law  or  has  been  in  full-time  operation  for  at  least  two  years  prior 
to  July  1.  1966,  shall  be  qualified  for  certification  for  reimbursement  under  this 
Act.  The  director  of  such  laboratory  shall  be  recognized  under  this  Act  as 
qualified  to  continue  to  serve  in  such  capacity. 

CONCLUSION 

We  therefore  recommend  and  request  your  consideration  of  the 
foregoing  remarks  and  suggested  amendatory  legislation,  as  they 
pertain  to  regulation  of  independent  laboratory  services  under  the 
medicare  program. 

Thank  you  very  much. 

Mr.  Burke.  Thank  you.  Do  any  of  the  other  gentlemen  have  a 
statement  1 

Mr.  Diamond.  No,  sir. 

Mr.  Burke.  Would  you  answer  this  question,  please  ? 
How  many  States  license  these  independent  laboratories  ! 
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Mr.  Diamond.  At  the  present  time  there  are  approximately  11  or 
12  States  which  have  licensing  laws.  If  you  like,  I  can  tell  you  the 
names  of  those  States. 

Mr.  Burke.  Coming  from  Massachusetts,  I  am  interested  in  that 
State. 

Mr.  Diamond.  Massachusetts  presently  has  a  bill,  I  believe,  in  the 
legislature,  and  there  is  some  discussion  among  the  various  pro- 
fessional groups  as  to  just  what  the  content  of  the  legislation  should 
be.  Massachusetts  has  had  a  history  of  attempting  to  introduce 
legislation  for  many  years,  but  I  think  perhaps,  Congressman,  you 
will  find  out  that  there  has  been  considerable  resistance  to  such  legis- 
lation by  important  members  of  the  professional  community  in  terms 
of  granting  recogniton  to  this  type  of  service  in  the  community,  so 
there  has  been  a  problem  in  Massachusetts  and  in  other  States  also. 

Mr.  Burke.  I  think  you  must  realize  the  Secretary  has  a  problem 
here  in  recognizing  what  laboratory  is  competent  to  do  this  work. 
There  is  one  question  I  raise  about  your  recommendation,  excepting 
an  independent  laboratory  that  has  been  in  full-time  operation  for  at 
least  2  years. 

Is  it  possible  that  a  laboratory  could  be  in  operation  for  2  years  and 
not  be  able  to  fully  

Mr.  Diamond.  I  think  if  you  will  review  this,  we  insist  that  the 
laboratory  perform  in  a  program  of  evaluation  of  performance.  We 
call  this,  as  a  matter  of  fact,  ongoing  performance.  We  are  not  ask- 
ing here  for  a  grandfather  clause.  This  is  to  admit  someone  in  under 
the  law  who  can  prove  that  he  can  perform,  and  the  State  agency  has 
had  this  responsibility. 

They  send  out  unknown  specimens  to  the  laboratories  and  the  labora- 
tories return  values  that  are  within  acceptable  limits. 

Now,  it  is  true  that  there  are  some  States  in  the  country  that  have 
not  set  up  these  programs  yet,  but  we  feel  that  the  funding  provided 
by  the  Government  could  help  these  States  to  encourage  these  programs 
and  given  a  reasonable  amount  of  time,  we  think  that  the  independent 
laboratories  could  qualify  on  a  high  level  of  performance. 

Mr.  Burke.  Thank  you.  That  is  all  at  this  time.  Thank  you 
very  much. 

Mr.  Diamond.  Thank  you,  Mr.  Chairman. 

(The  following  letters  were  received  by  the  committee :) 

American  Association  of  Bioanalysts, 

Dubuque,  Iowa,  March  6, 1961. 

Hon.  Wilbur  D.  Mills, 

Chairman  of  House  Ways  and  Means  Committee,  House  of  Representatives, 
Washington^  D.C. 

Dear  Congressman  Mills:  In  reference  to  the  revised  HEW  medicare  bill 
recorded  in  the  Federal  Register,  vol.  31,  No.  243,  on  December  16,  1966,  we, 
the  members  of  the  American  Association  of  Bioanalysts,  feel  that  the  necessary 
changes  have  not  been  made. 

Our  official  representative,  Mr.  Bernard  Diamond,  will  be  appearing  before 
you  to  present  the  points  we  wish  to  have  considered  and  the  necessary  changes 
be  made.   Your  valuable  and  just  consideration  will  be  most  welcome. 
Respectfully  yours, 

George  M.  Maruyama,  M.S., 

President. 
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Macomb  Clinical  Laboratory, 
Mount  Clemens,  Mich.,  March  18, 1967. 

Reresentative  Wilbur  D.  Mills, 
Chairman,  Ways  and  Means  Committee, 
House  of  Representatives,  Washington,  D.C. 

Hon.  Wilbur  D.  Mills:  On  March  10th  members  of  the  American  Associa- 
tion of  Bioanalysts  testified  at  a  hearing  regarding  H.R.  5710,  a  bill  of  amend- 
ments to  the  social  security  program. 

As  a  voter  of  the  State  of  Michigan  and  as  a  member  of  the  American  Asso- 
ciation of  Bioanalysts,  I  heartily  support  the  testimony  presented  by  Bernard 
Diamond  and  representatives  of  the  American  Association  of  Bioanalysts.  I 
would  urge  that  the  medicare  law  be  amended  as  recommended  by  Bernard 
Diamond  in  the  best  interest  of  the  senior  citizens  of  our  community  as  well  as 
those  members  of  the  profession  who  serve  these  people  so  well;  namely,  the 
independent  laboratory  owner. 
Very  sincerely  yours, 

Gilbert  E.  Zook. 

Mr.  Burke.  Our  next  witness  is  William  C.  Ellis. 
Give  us  your  name  and  organization,  please. 

STATEMENT  OF  WILLIAM  C.  ELLIS,  COUNSEL,  MASSACHUSETTS 
SOCIETY  OF  REGISTERED  PHYSICAL  THERAPISTS,  ACCOMPANIED 
BY  WALTER  HOLDER,  PRESIDENT 

Mr.  Ellis.  Mr.  Chairman  and  members  of  the  Committee  on  Ways 
and  Means,  my  name  is  William  C.  Ellis  and  I  am  an  attorney  at 
law,  and  my  address  is  1372  Hancock  Street  in  the  city  of  Quincy, 
Mass.  I  am  counsel  for  and  represent  the  Massachusetts  Society  of 
Registered  Physical  Therapists,  a  society  which  was  chartered  and  in- 
corporated for  the  betterment  and  improvement  of  the  practice  of 
physical  therapy  on  April  26, 1946,  over  20  years  ago. 

With  me  today  is  Walter  Holder,  the  president  of  our  society.  We 
seek  to  amend  the  law,  or  at  least  to  change  the  formulated  regulations 
as  such,  so  that  they  may  come  within  the  definition  set  forth  for  a 
"qualified  physical  therapist"  in  the  medicare  program. 

By  way  of  background,  may  I  say  that  our  group  originally  banded 
themselves  together  back  in  1944,  and  practically  every  physical 
therapist  in  Massachusetts  was  a  member.  At  that  time,  there  were 
no  approved  schools  of  physical  therapy,  excepting  Simmons  College, 
which  had  a  course,  and  there  were  no  laws  regulating  the  practice  of 
physical  therapy  and  anyone  could  practice  it  without  the  sanction  of 
the  State. 

Their  purpose  in  grouping  together  in  1944  was  to  have  a  central 
location  where  practicing  physical  therapists  could  meet,  discuss  the 
different  changes,  latest  equipment  and  advancements  in  their  chosen 
work  so  that  all  could  know  and  be  aware  of  the  latest  and  most  com- 
plete information  available,  and  also  to  set  up  standards  and  rules 
so  that  every  member  would  be  a  credit  to  the  practice  of  physical 
therapy. 

And  this  was  their  purpose  under  which  they  were  incorporated 
under  the  laws  of  Massachusetts  on  April  26, 1946. 

All  members  of  the  society  were  carefully  screened  to  prove  that  he 
or  she  was  working  at  physical  therapy  and  had  the  proper  educa- 
tional background,  experience,  temperament,  and  ability  to  become  a 
member. 
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On  the  board  of  admissions  at  that  time  was  Jack  Fadden,  whom  I 
think  you  will  remember  as  physical  therapist  and  trainer  to  all  Har- 
vard University  athletic  teams  for  a  number  of  years,  as  well  as  physi- 
cal therapist  and  trainer  of  the  Boston  Red  Sox  and  the  Boston  Bruins. 
Ted  Williams  was  his  greatest  admirer. 

Also  Warren  J.  Bailey,  physical  therapist  and  first-aid  man  to  the 
Boston  Consolidated  Gas  Co.  for  over  30  years ;  also  Anna  T.  Curran, 
a  physical  therapist  in  Greater  Boston  hospitals  for  over  25  years. 

And  everyone  that  was  accepted  had  to  have  at  least  5  years'  physical 
therapy  experience. 

In  1958  a  physical  therapy  law  was  enacted  in  Massachusetts  which 
we  like  to  feel  is  one  of  the  finest  medical  centers  in  the  world.  This 
law  required  that  all  persons  practicing  physical  therapy  be  registered 
with  the  board  of  registration  in  medicine,  which  supervises  all  physi- 
cians and  surgeons  in  the  Commonwealth.  The  law  stipulated  that 
any  person  who  applied  for  such  registration  on  or  before  Decem- 
ber 31,  1959,  who  was  (1)  practicing  physical  therapy  in  a  competent 
manner  in  Massachusetts  and  was  so  practicing  for  3  years  immedi- 
ately proceeding  and  (2)  was  of  good  moral  character — could  be 
registered  under  the  act.  All  of  the  members  of  the  society  became 
registered  under  this  law. 

This  law  also  provided  that  physical  therapy  could  only  be  practiced 
under  the  prescription,  supervision,  and  direction  of  a  person  licensed 
in  Massachusetts  to  practice  medicine  or  surgery,  M.D.'s.  Registra- 
tions must  be  renewed  and  still  have  to  every  2  years. 

These  registered  physical  therapists  were  independent  physical 
therapists — they  were  not  on  the  payroll  of  anyone — they  practiced 
their  profession  only  under  the  prescription,  supervision  and  direction 
of  a  physician  or  surgeon.  And  it  goes  without  saying,  gentlemen, 
that  if  they  were  not  competent  in  their  job — if  they  were  not  quali- 
fied or  if  the  patients  complained — then  they  would  not  be  in  business 
for  any  time  at  all. 

And  certainly  any  surgeon  or  physician  would  only  want  the  best 
in  physical  therapy — a  physical  therapist  who  was  competent  and 
reliable  in  every  way  possible,  for  surely  it  all  adds  up  to  part  of  his 
care  and  treatment.  And  our  physical  therapists  have  always  been 
kept  busy,  I  have  never  heard  of  any  complaints  of  their  work. 

It  all  adds  up  to  the  fact  that  their  ability  came  through  experience. 

And  then  along  came  the  requirements  under  the  medicare  program, 
and  a  major  part,  as  you  probably  know,  of  physical  therapy  embraces 
our  older  citizens. 

Medicare  defined  a  "qualified  physical  therapist'*  as  a  graduate  from 
a  physical  therapist  curriculum  approved  by  the  American  Physical 
Therapist  Association  from  1928  to  1936,  that  is  over  30  years  ago,  or 
by  the  council  on  medical  education  and  hospitals  or  by  the  American 
Medical  Association  from  1936  to  1960,  or  by  the  Council  on  Medical 
Education  of  the  American  Medical  Association  in  collaboration  with 
the  American  Physical  Therapy  Association  since  1960. 

We  received  a  letter  from  Robert  M.  Ball,  Commissioner  of  Social 
Security,  dated  November  7,  1966,  in  which  he  stated  the  definition  of 
a  "qualified  physical  therapist"  as  contained  in  proposed  regulations 
in  the  medicare  program  as  a  "graduate  of  a  program  in  physical 
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therapy  approved  by  the  Council  on  Medical  Education  of  the  Ameri- 
can Medical  Association  in  collaboration  with  the  American  Physical 
Therapy  Association,  or  its  equivalent,  and,  when  applicable,  is  licensed 
or  registered  by  the  state." 

What  these  programs  are,  or  what  the  collaboration  brought  about 
is  not  spelled  out  or  explained. 

What  we  do  know  is  that  the  physical  therapists  of  our  society,  and 
registered  under  the  laws  of  Massachusetts,  with  their  unquestioned 
experience,  ability,  competency,  and  availability  at  all  times  are  ruled 
out  under  this  definition.  And  considering  availability,  and  there  is 
an  acute  shortage  of  physical  therapists  at  the  present  time,  the  above 
organizations  or  their  representatives  are  not  limited  in  the  Greater 
Boston  telephone  direct ory — indeed.it  seems  that  the  only  physical 
therapists  that  are  listed  are  members  of  our  society. 

But  Mr.  Ball  did  explain  in  his  letter  that  they  had  received  a  num- 
ber of  comments  from  individuals  and  organizations,  many  of  which 
recommended  alternative  requirements  to  those  stated  in  their  defini- 
tion and  that  they  are  evaluating  them  before  final  publication  in  the 
Federal  Register. 

Consequently,  we  respectfully  submit  as  an  amendment  to  the  defini- 
tion of  "qualified  physical  therapist'-  under  the  medicare  program, 
the  following : 

"Qualified  Physical  Therapists" — "a  person  registered  or  licensed  as 
a  physical  therapist  under  the  laws  of  any  State,  who  has  been  prac- 
ticing physical  therapy  at  least  15  years,  and  who  practices  only  under 
the  prescription,  supervision,  and  direction  of  a  person  licensed  in  said 
State  to  practice  medicine  and  surgery." 

Along  with  the  foregoing  the  physical  therapist  under  the  medicare 
program  must  be  on  the  personnel  staff  of  the  physician  who  retains 
him ;  he  must  be  in  his  employ,  and  the  charges  for  the  physical  therapy 
treatments  must  be  on  the  physician's  own  bill. 

Just  how  a  physician  or  surgeon  can  cope  with  this,  filling  out 
W-2's,  taking  our  social  security,  Blue  Cross  and  the  like,  is  hard  to 
imagine.  Particularly,  when  one  envisions  a  busy  doctor  trying  to 
handle  his  patients  day  and  night. 

Concerning  home  health  agencies — the  program  requires  that  the 
"qualified  physical  therapist"  must  be  on  their  staff,  must  be  an  em- 
ployee of  the  agency  or  have  an  arrangement  or  contract  with  it.  But 
along  with  that,  billing  and  payment  for  the  physical  therapist's  treat- 
ments must  be  by  the  home  health  agency  on  the  home  health  billing 
form.  Respectfully,  I  submit  that  this  procedure  would  also  require 
the  deduction  of  income  tax  and  social  security  payments. 

We  respectfully  submit,  gentlemen,  bills  should  be  itemized  and 
submitted  by  a  registered  physical  therapist  and  certified  by  attending 
physician  or  surgeon  as  proper  under  penalty  of  perjury. 

Mr.  Chairman  and  members  of  this  committee,  I  wish  to  thank  you 
very  much  for  giving  me  the  opportunity  of  appearing  before  you 
today  to  express  my  views  and  those  of  the  physical  therapists  in  the 
Commonwealth  of  Massachusetts. 

I  thank  you  for  your  attention. 

The  Chairman.  Mr.  Ellis,  we  thank  you,  sir,  for  coming  to  us  with 
your  statement.  We  appreciate  it  very  much. 
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Are  there  any  questions  of  Mr.  Ellis  ? 

Thank  you,  Mr.  Ellis. 

Mr.  Ellis.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Mr.  Stein.  Mr.  Stein,  if  you  will  give  us  your 
name,  address,  and  capacity  in  which  you  appear  we  will  be  glad  to 
recognize  you. 

STATEMENT  OF  ARTHUR  STEIN,  TREASURER,  MASSACHUSETTS 
FEDERATION  OP  NURSING  HOMES,  ACCOMPANIED  BY  MRS.  RITA 
M.  WELCH,  PRESIDENT;  AND  LAWRENCE  WARNER,  CHAIRMAN, 
LEGISLATIVE  COMMITTEE 

Mr.  Stein.  I  am  Arthur  Stein,  treasurer  of  the  Massachusetts  Fed- 
eration of  Nursing  Homes. 

The  Chairman.  We  are  glad  to  have  you  with  us  today,  sir,  and  you 
are  recognized. 

Mr.  Stein.  Mr.  Chairman,  I  would  like  to  mention  I  have  with  me, 
Mrs.  Rita  M.  Welch,  who  is  president  of  the  Massachusetts  Federation 
of  Nursing  Homes.  She  is  a  member  of  the  title  XIX  commission  in 
Massachusetts,  and  I  have  with  me  too  Mr.  Lawrence  Warner,  who  is 
chairman  of  our  legislative  committee. 

The  Chairman.  We  appreciate  your  bringing  these  people  with  you 
and  we  appreciate  having  them  here.    You  are  recognized,  sir. 

Mr.  Stein.  The  Massachusetts  Federation  of  Nursing  Homes  repre- 
sents skilled  nursing  homes  and  extended  care  facilities  in  Massa- 
chusetts, representing  22,000  of  the  30,000  beds. 

My  name  is  Arthur  Stein.  I  am  treasurer  of  the  Massachusetts 
Federation  of  Nursing  Homes.    I  am  administrator  of  an  extended 


public  accountant  in  Massachusetts,  a  member  of  the  Advisory  Com- 
mittee, Massachusetts  Department  of  Public  Health,  Nursing  Home 
Division. 

Section  129  of  H.R.  5710  requires  the  funding  of  depreciation  for 
all  providers  of  service. 

If  this  were  enacted  into  law,  it  would  destroy  the  nursing  home 
industry  of  our  Nation  because  85  percent  of  the  country's  nursing 
homes  are  proprietary,  and  they  would  be  unable  to  pay  the  principal 
on  their  mortgages. 

Our  Nation's  banking  and  insurance  institutions  would  suffer  irrep- 
arable losses  and  a  rash  of  foreclosures  would  ensue.  The  concept  of 
funding  depreciation  under  medicare  was  first  considered  by  the  Sen- 
ate Finance  Committee  in  its  hearings  on  the  "Principles  of  reimburse- 
ment" on  May  25, 1966 ;  but  this  was  in  reference  to  assets  of  providers 
financed  with  Federal  or  public  funds  and  properly  so. 

Under  existing  regulations,  providers  with  assets  financed  by  Fed- 
eral or  public  funds  are  allowed  to  depreciate  the  same  but  are  not 
required  to  fund  the  money  received.  They  are,  therefore,  permitted 
to  use  the  payments  for  depreciation  in  any  manner  they  choose. 

Persons  borrowing  money  from  banks  and  insurance  companies,  on 
the  other  hand,  to  acquire  capital  assets,  must  repay  the  loan.  These 
principal  payments  are  not  costs,  and  therefore,  come  from  deprecia- 
tion and  whatever  modest  capital  return  that  is  allowed. 


care  facility  that  is  also  a  skilled 


home.    I  am  a  licensed 
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It  is,  therefore,  only  right  that  depreciation  payments  for  assets 
financed  with  public  funds  be  funded,  but  the  concept  should  not  be 
extended  as  to  destroy  the  free  standing  nursing  homes  and  abolish 
free  enterprise  in  the  field  of  health  care.  Such  a  disastrous  result 
would  deprive  our  senior  citizens  of  quality  beds  needed  for  their  case. 

The  attached  amendment  to  the  bill  would  remedy  this  situation, 
and  accomplish  the  necessary  result. 

(The  amendment  is  as  follows :) 

Depreciation  Allowance  for  Purpose  of  Determining  Cost 
substitute  (page  57  of  bill,  lines  21-24) 
Section  129(a)  (1)  .  .  . 

"(5)  (A)  Notwithstanding  any  other  provision  of  this  title,  the  term  "reason- 
able cost"  shall  include  amounts  attributable  to  depreciation  of  plant  and 
equipment;  and  in  the  case  of  a  provider  of  service  with  assets  financed  with 
Federal  or  public  funds,  as  to  said  assets,  only  with  respect  to  periods ;  etc.  .  .  ." 

Mr.  Stein.  Regarding  the  title  XIX  standards,  the  Massachusetts 
Commissioner  of  Public  Welfare  agrees  with  the  position  of  the  Mas- 
sachusetts Federation  of  Nursing  Homes  that  skilled  nursing  homes 
are  institutions  differing  from  extended  care  facilities  and  that  the 
great  need  for  beds  exists  in  the  skilled  nursing  home. 

To  impose  the  standards  of  title  XVIII  on  title  XIX  as  is  the 
present  policy  of  HEW  not  only  violates  the  act  passed  by  Con- 
gress and  the  intent  and  purpose  of  Congress,  but  also  fails  to  take 
into  account  the  realities  of  the  health-care  needs  of  our  aged,  and 
works  to  deprive  them  of  sufficient  quality  facilities  for  their  care. 

There  is  no  reason  why  separate  standards  for  skilled  nursing 
homes  cannot  be  set  up  by  the  States  as  Congress  intended  and  insure 
an  adequate  supply  of  beds  for  our  elderly. 

I  would  like  to  mention  also  that  Massachusetts  has  17,000  licensed 
practical  nurses,  of  which  11,000  are  by  waiver  and  at  the  present  time 
there  are  8,000  currently  employed.  I  would  like  at  this  time  to  thank 
the  chairman  and  members  of  this  committee  for  hearing  us. 

Mr.  Burke  (presiding).  Thank  you.  Does  either  one  of  your 
associates  wish  to  make  any  statement? 

Mr.  Stein.  No. 

Mr.  Burke.  There  being  no  further  questions  the  committee  thanks 
you  for  your  appearance  and  for  the  information  you  have  given 
the  committee. 

Mr.  Stein.  Thank  you,  Mr.  Chairman. 

Mr.  Burke.  Thank  you  very  much.  There  being  no  further  wit- 
nesses, without  objection  the  committee  stands  adjourned  until  Monday 
next  at  10  a.m. 

(Whereupon,  at  12:36  p.m.,  the  committee  adjourned  to  reconvene 
at  10  a.m.  Monday,  March  13, 1967.) 
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MONDAY,  MARCH  13,  1967 

House  of  Representatives, 
Committee  on"  Ways  and  Means, 

Washington^  D.C. 
The  committee  met  at  10  a.m.,  pursuant  to  recess,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills  (chair- 
man of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
We  have  with  us  today  the  Honorable  Charles  S.  Gubser  from  the 
State  of  California.   We  are  pleased  that  you  could  take  the  time  to 
come  before  us  today.   You  may  proceed. 

STATEMENT  OF  HON.  CHARLES  S.  GUBSER,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Gubser.  Mr.  Chairman  and  members  of  the  committee,  I  appre- 
ciate this  opportunity  to  testify  before  your  committee  in  behalf  of 
my  bill,  H.R.  660,  which  would  restore  the  right  of  persons  over  65 
to  deduct  all  medical  care  expenses  when  calculating  income  taxes. 

You  will  remember  that,  when  Congress  passed  the  medicare  pro- 
gram, it  provided  that  for  income-tax  purposes,  medical  costs  could 
only  be  deducted  in  an  amount  which  exceeded  3  percent  of  adjusted 
gross  income.  Previously  those  over  65  years  of  age  had  the  privi- 
lege of  deducting  all  such  expenses. 

This  is  unfair  and  a  retrogression  from  well-established  benefits 
which  have  been  accorded  our  older  citizens. 

The  theory  behind  the  congressional  action  in  passing  the  Social 
Security  Amendments  of  1965  was  that,  with  medicare,  a  heavy  finan- 
cial burden  for  older  people  would  be  relieved  and  the  reasons  for  the 
special  medical  care  expense  provisions  in  the  tax  law  would  no  longer 
be  present. 

Mr.  Chairman,  this  conclusion  is  not  necessarily  valid.  There  are 
thousands  of  senior  citizens  who  are  not  covered  by  medicare.  Yet  the 
3-percent  rule  deprives  them  of  a  right  they  previously  enjoyed. 

Furthermore,  with  the  continued  shortage  of  hospital  beds,  trained 
doctors,  nurses,  and  other  medical  personnel,  it  is  not  at  all  certain  that 
we  can  provide  the  medical  care  which  the  1965  law  promised.  Though 
it  certainly  was  not  and  is  not  the  intention  of  any  agency  of  this 
Government  to  renege  on  a  promise,  the  fact  still  remains  that  this 
promise,  which  was  given  in  exchange  for  increased  tax  liability  to 
senior  citizens,  may  not  be  completely  fulfilled. 
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In  the  committee  report  which  accompanied  the  Social  Security 
Amendments  of  1965,  it  was  frankly  stated  that  depriving  senior  citi- 
zens of  their  additional  medical  care  expense  deductions  would  1 'pro- 
vide an  increase  in  revenue."  Mr.  Chairman,  I  do  not  believe  that 
most  Members  of  Congress  intended  that  the  medicare  benefits  should 
be  paid  for  by  an  increase  in  tax  liability  for  medical  expenses. 

This  new  feature  hits  only  those  with  enough  retired  income  to 
have  acquired  a  tax  liability.  This  means  that  once  again  the  tax  laws 
discriminate  against  the  man  who  has  worked  and  saved  for  his  old  age. 

I  believe  strongly  that,  when  a  person  reaches  65,  he  has  a  right  to 
be  considered  in  a  different  tax  category.  First  of  all,  his  earning 
capacity  has  stopped  or  materially  lessened.  Secondly,  what  he  has 
saved  through  the  fruits  of  his  lifetime  of  labor  has  been  partially 
denied  him  by  inflation  caused  by  past  and  current  government  spend- 
ing. Thirdly,  it  goes  without  saying  that  his  susceptibility  to  illness 
and  his  need  for  medical  care  are  vastly  increased. 

Mr.  Chairman,  when  Congress  passed  the  Social  Security  Amend- 
ments of  1965,  amendments  were  not  allowed  and  it  was  necessary  to 
vote  for  or  against  the  bill,  on  balance.  Had  the  membership  been 
given  the  opportunity  to  vote  on  an  amendment  to  delete  the  provision 
which  limited  the  deduction  of  medical  expenses,  such  an  amendment 
certainly  would  have  prevailed.  My  bill  will  correct  this  inequity  and, 
I  sincerely  believe,  truly  reflect  the  will  of  Congress. 

The  Chairman.  Are  there  any  questions  ?  If  not,  we  wish  to  thank 
you  for  your  statement. 

Our  next  witness  this  morning  is  Dr.  Ostrander  of  the  American 
Dental  Association.  If  you  will  please  identify  yourself  for  our  rec- 
ord by  giving  us  your  name,  your  address,  and  capacity  in  which  you 
appear,  we  will  be  glad  to  recognize  you,  sir. 

STATEMENT  OF  DR.  F.  DARL  OSTRANDER,  PRESIDENT-ELECT, 
AMERICAN  DENTAL  ASSOCIATION,  ACCOMPANIED  BY  BERNARD 
J.  CONWAY,  CHIEF  LEGAL  OFFICER 

Dr.  Ostrander.  Mr.  Chairman,  members  of  the  committee,  my  name 
is  Dr.  F.  Darl  Ostrander  from  Ann  Arbor,  Mich.  I  am  president- 
elect of  the  American  Dental  Association. 

With  me  today  on  my  right  is  Mr.  Bernard  J.  Conway,  chief  legal 
officer  of  the  association. 

We  are  grateful,  Mr.  Chairman,  for  this  opportunity  to  appear  be- 
fore you  to  discuss  section  302  of  title  III  of  H.R.  5710  which  proposes 
amending  part  4,  title  V  of  the  Social  Security  Act. 

This  new  section  would  authorize  special  project  grants  for  the  den- 
tal health  of  children.  These  would  be  awarded  to  State  or  local 
health  agencies  or  to  other  public  or  nonprofit  private  agencies,  insti- 
tutions, or  organizations. 

The  bill  would  establish  a  5-year  program  beginning  with  an  au- 
thorization of  $4  million  for  fiscal  1968.  Federal  participation  would 
be  limited  to  75  percent  of  the  cost  of  such  projects.  The  administra- 
tion has  indicated  that  about  10  pilot  projects,  providing  care  for  ap- 
proximately 100,000  needy  school  and  preschool  children,  would  be 
initiated  during  the  first  year. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1063 


The  American  Dental  Association  supports  the  intent  and  principle 
of  this  proposal  and  urges  favorable  consideration  of  it  by  this  com- 
mittee. 

DENTAL  DISEASE  STATISTICS 

The  scope  of  dental  disease,  as  it  exists  today,  qualifies  it  as  one  of 
the  most  frustrating  of  all  the  ills  that  plague  us.  Its  most  common 
manifestations  are  tooth  decay  and  gum  disease.  There  is  almost  lit- 
erally no  one  in  the  country  who  is  not  suffering  from  one  or  the  other. 

And  yet,  there  are  few  diseases  that  are  as  readily  controllable  and 
preventable  as  are  these  two.  The  gap  between  what  can  be  accom- 
plished and  what  is  being  accomplished  is  enormous. 

Secretary  Gardner,  in  the  testimony  that  opened  these  hearings, 
recited  to  you  some  of  the  deplorable  statistics :  "By  age  5,  a  child  has 
an  average  of  three  carious  teeth.  By  age  15,  the  average  youth  has  11 
permanent  teeth  damaged  or  destroyed." 

The  impact  of  this  neglect  is  that,  in  later  years,  a  vast  percentage 
of  Americans  have  suffered  the  loss  of  many  or  all  of  their  natural 
teeth. 

Such  dental  disorders  exact  a  heavy  price.  Recruits  to  the  Armed 
Forces  need  extensive  dental  care,  costing  an  average  of  $63  per  recruit, 
before  they  are  fully  fit  for  duty.  It  is  estimated  that  in  industry 
there  is  an  annual  loss  of  85  million  man-hours,  valued  at  $250  million, 
because  of  dental  diseases.  And  these  dollar  figures  cannot,  of  course, 
take  into  account  the  pain  that  is  suffered  or  the  permanent  disability 
with  regard  to  oral  health  that  often  eventuates.  Nor  do  they  reflect 
the  dollar  difference  between  what  it  costs  to  rehabilitate  a  long- 
neglected  mouth  compared  with  the  more  modest  amount  that  would 
need  to  be  spent  for  routine  preventive  care. 

FREQUENCY  OF  CARE  FOR  NEEDY 

It  should  be  noted  with  regard  to  this  last  point  that  there  is  a  dis- 
cernible relationship  between  income  and  the  frequency  with  which 
dental  services  are  sought.  Nearly  70  percent  of  the  children  whose 
families  earn  less  than  $4,000  annually  do  not  receive  dental  services. 
For  children  from  families  whose  income  exceeds  $10,000,  the  statistics 
are  more  than  reversed,  with  80  percent  seeing  a  dentist  on  a  reason- 
ably regular  basis. 

The  dental  profession's  longstanding  concern  over  this  problem 
is  centered  about  children.  The  reason  for  this  is  that  it  is  neither 
feasible  nor  professionally  desirable  to  control  the  dental  disease 
problem  in  this  country  solely  by  providing  restorative  treatment  to 
the  whole  population. 

If,  however,  we  can  once  manage  to  bring  a  generation  of  children 
to  a  state  of  sound  oral  health,  it  will  then  be  a  relatively  simple  matter 
to  maintain  that  condition  as  the  child  grows  up  and  lives  out  his 
span  of  years. 

PUBLIC  SECTOR-PRIVATE  SECTOR  COOPERATION 

The  profession  recognized  long  ago  that  achievement  of  this  goal 
required  close  cooperation  between  the  private  and  public  sectors  of 
the  Nation. 
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It  is  the  private  sector,  first,  that  encompasses  nearly  all  the  profes- 
sional manpower  available  to  the  Nation.  The  vast  majority  of  den- 
tists actually  engaged  in  chairside  care — as  opposed  to  those  carrying 
out  administrative,  educational,  or  research  functions — provide  that 
care  within  the  private  practice  system. 

Further,  the  vast  majority  of  families  are  perfectly  capable  of 
maintaining,  as  they  do  at  present,  personal  responsibility  for  their 
dental  health  care.  Neither  the  profession  nor  the  administration,  as 
we  understand  the  proposal,  is  suggesting  Federal  support  of  dental 
care  for  children  whose  families  are  well  able  to  afford  it. 

The  association  does  believe,  however,  that  an  income  tax  credit 
for  the  amount  spent  annually  by  a  family  in  securing  dental  services 
for  children  would  provide  a  useful  and  justifiable  incentive  for  regu- 
lar care.  The  association,  further,  has  long  advocated  complete  de- 
ductibility of  the  cost  of  health  and  medical  services. 

Finally,  the  private  sector's  importance  derives  from  the  rapid  and 
wholly  welcome  development  of  prepayment  mechanisms  that  has 
occurred  in  the  past  few  years.  For  the  most  part,  this  has  taken  the 
form  of  group  dental  care  coverage  for  employees  and  their  depen- 
dents. A  number  of  private  insurance  companies  are  now  engaged  in 
underwriting  such  contracts. 

In  addition,  the  profession  has  encouraged  the  State-level  develop- 
ment of  dental  service  corporations,  a  nonprofit,  prepayment  organi- 
zation, similar  to  Blue  Shield,  that  contracts  with  groups  for  the  pro- 
vision of  dental-care  benefits  in  the  offices  of  private  dentists.  At 
present,  28  States  have  chartered  dental  service  corporations. 

While  the  total  number  of  people  now  covered  by  one  form  or  other 
of  dental  prepayment  is  not  large,  there  is  enough  evidence  already 
available  to  document  the  viability  of  the  idea  and  to  indicate  a  rapid 
growth  in  its  acceptance  in  the  years  immediately  ahead.  One  rea- 
son we  favor  the  proposal  before  you  is  our  belief  that  it  will  give  fur- 
ther impetus  to  this  private  sector  activity  in  the  area  of  prepayment. 

The  public  sector's  involvement  in  the  total  program  of  dental 
care  for  children  is  twofold.  There  are,  first  of  all,  those  activities 
that  cannot  realistically  be  carried  out  on  an  individual  basis.  Dental 
health  education  within  the  school  system  would  be  one  example  of 
this  sort  of  activity. 

A  second  would  be  fluoridation  of  communal  water  supplies.  This 
safe,  inexpensive,  and  highly  effective  public  health  measure  has 
been  of  inestimable  benefit  to  thousands  of  communities  across  the 
Nation,  reducing  the  incidence  of  tooth  decay  among  children  by  as 
much  as  60  percent,  an  effect,  of  course,  that  benefits  the  child  through- 
out his  life. 

And,  then,  public  sector  cooperation  is  required  for  those  children 
whose  families  are  needy  or  medically  needy.  There  can  be  no  ques- 
tion but  that  we  are  today  in  a  time  when  it  is  clearer  than  ever  before 
that  the  opportunity  to  obtain  health  care  is  regarded  as  a  right  and 
that  our  society  is  pledged  to  the  development  of  mechanisms  effec- 
tively assuring  that  all  Americans  share  fully  in  this  right. 

The  "medically  needy"  concept,  probably  first  impressed  upon  the 
public  consciousness  by  the  Kerr-Mills  law,  which  the  chairman  of 
this  committee  was  so  instrumental  in  devising,  has  proven  a  highly 
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useful  tool  in  the  Nation's  effort  to  improve  the  accessibility  of  health 
care  services. 

EFFORTS  BY  THE  PROFESSION 

Through  the  years,  in  its  efforts  to  meet  the  challenge  of  dental 
health  care  for  all  children,  the  association  has  been  consistent  in  its 
espousal  of  private  sector-public  sector  cooperation. 

While  constantly  searching  for  ways  to  better  organize  the  delivery 
of  health  services  within  the  private  sector,  the  association  has  made 
frequent  representations  to  Congress,  and  the  executive  branch,  con- 
cerning Federal  activities  in  this  area  that  the  association  felt  would 
be  appropriate. 

When  title  XIX  legislation  was  first  being  considered,  for  example, 
the  association  strongly  urged  that  dental  care  for  children  be  named 
one  of  the  mandatory  services  offered  by  the  States  under  that  pro- 
gram. 

The  long  history  of  association  activity  climaxed  last  year  in  the 
adoption  by  its  house  of  delegates  of  a  dental  care  program  for  chil- 
dren that  spells  out  in  detail  what  the  association  believes  should  be 
done.  A  copy  of  the  program  has  been  made  available  to  every  mem- 
ber of  the  committee,  attached  to  our  statement,  and  it  is  our  hope 
that  each  member  will  have  an  opportunity  to  review  it. 

In  broad  terms,  the  program  envisions  a  step-by-step  progression 
toward  the  final  goal  of  making  fully  adequate  dental  services  avail- 
able to  all  children. 

It  takes  note  of  a  number  of  reasons  why  intermediate  stages  are 
essential.  Paramount  among  them,  perhaps,  is  the  fact  that  there 
are  still  a  good  many  things  we  need  to  know  before  we  can  be  sure 
which  approach,  or  combination  of  approaches,  is  preferable. 

And  then,  an  attempt  to  inaugurate  an  elaborate  program  over- 
night would  place  a  strain  on  existing  resources,  particularly  with 
regard  to  professional  manpower,  that  might  prove  disruptive. 

It  is  pointed  out  in  the  association's  program  that  a  soundly  based 
plan  would  not  consist  merely  in  providing  chairside  care.  Equally 
essential  are  such  elements  as  dental  health  education,  intensifica- 
tion of  our  present  efforts  in  pure  and  applied  research,  and  wide- 
spread use  of  the  known  principles  of  preventive  treatment. 

The  profession  is  firm  in  its  belief  that  it  would  be  the  sheerest 
folly  to  attempt  a  program  based  on  just  one  of  these  elements.  All 
are  necessary. 

The  program  envisions  that  a  major  share  of  the  planning  would  be 
done  on  the  local  and  State  level.  Though  there  is  no  section  of  the 
country  that  does  not  have  a  serious  dental  disease  problem,  the 
components  of  the  problem  obviously  vary  somewhat  from  place  to 
place  because  of  economic,  geographic,  or  population  variants. 

Prime  responsibility  for  planning  public  sector  participation  should 
be  lodged  with  the  State  and  local  departments  of  health,  since,  in 
each  locale,  it  is  this  agency  that  has  the  necessary  expertise  to  judge 
health  needs. 

On  the  national  level,  the  program  assumes  that  responsibility  for 
administration  of  the  public  sector  would  be  vested  in  the  Secretary 
of  Health,  Education,  and  Welfare  and  discharged  by  dental  health 
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oriented  personnel.  On  all  levels,  of  course,  there  would  need  to  be 
the  closest  cooperation  between  such  other  appropriate  agencies  as 
those  concerned  with  welfare  and  education. 

Finally,  the  program  notes  that  the  great  bulk  of  activity  would 
remain  where  it  is  today,  in  the  private  sector.  Some  $3  billion  a  year 
is  being  spent  presently  within  the  private  sector  for  dental  care 
services.  Public  funds  would  never  represent  more  than  a  very  small 
fraction  of  this  total.  In  our  effort  to  extend  comprehensive  care  to 
all  children,  we  should  not  lose  sight  of  the  fact  that  most  children 
have  those  services  already  available  and  if  they  do  not  avail  them- 
selves of  it,  it  is  for  reasons  other  than  economic  ones. 

IMPLEMENTATION 

The  first  step  in  implementation  of  the  American  Dental  Associa- 
tion's dental  health  program  for  children  would  be  the  establishment 
of  a  series  of  pilot  or  exploratory  programs  designed  to  provide  the 
actuarial  and  operational  experience  necessary.  The  projects  would 
be  as  diversified  as  possible,  with  regard  to  the  complexion  of  the  com- 
munities chosen,  so  that  the  information  elicited  would  be  valid  when 
applied  nationally. 

The  legislation  before  you  provides  for  such  pilot  projects.  In  the 
first  year,  they  would  be  10  in  number,  would  be  located  in  areas  of 
acute  poverty  and  would  encompass  some  100,000  children. 

The  association  is,  of  course,  pleased  at  this  indication  that  the  ad- 
ministration's thinking  seems  to  be  developing  along  the  same  line  as 
that  already  elaborated  by  the  profession. 

We  would,  candidly,  have  been  happier  to  see  a  somewhat  larger 
number  of  projects  initiated  in  the  first  year.  A  larger  number  of 
projects  would  make  it  more  certain,  to  our  mind,  that  we  will  be  able 
to  elicit  all  of  the  necessary  information  in  a  reasonably  brief  period 
of  time  and  then  move  ahead  in  an  orderly,  knowledgeable  way. 

We  do  recognize,  however,  that  Congress  and  the  administration 
must  balance  needs  in  a  great  many  areas  and  then  allocate  resources 
as  fairly  as  possible.  The  important  point,  the  essential  point,  is  that 
a  beginning  be  made. 

The  association  believes,  further,  that  the  first-year  funds  author- 
ized by  the  proposal  before  you  are  sufficient  to  support  the  10  projects 
envisaged. 

The  ultimate  success  of  the  initial  program  and  its  value  to  our 
future  progress  will,  of  course,  depend  to  a  great  extent  on  the  quality 
of  its  administration.  The  association  believes  it  is  reasonable  to  ex- 
pect that  the  Secretary  will  assign  prime  administrative  responsibility 
to  an  agency  havng  adequate  dental  expertise  and  personnel.  We  also 
believe  the  Secretary  should  seek  the  advice  of  nongovernmental  ex- 
perts through  the  appointment  of  an  appropriate  advisory  body. 

SUMMARY 

In  summary,  Mr.  Chairman,  may  I  express  the  association's  con- 
viction that  the  problem  to  which  this  proposal  is  directed  is  a  real 
and  pressing  one.    Indeed,  we  know  of  no  one  concerned  with  the 
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Nation's  health  who  does  not  agree  that  something  must  be  done  soon 
about  the  appalling  rate  of  dental  disease,  especially  among  needy 
children.  There  will  never  be  a  more  appropriate  time  to  begin  than 
today,  when  we  can  take  advantage  of  the  considerable  impetus  al- 
ready developed  within  the  profession,  other  private  sector  organi- 
zations, and  on  all  levels  of  government. 

One  of  the  most  comforting  aspects  of  the  situation  is  that  the  solu- 
tion to  a  major  part  of  the  problem  is  all  but  within  our  grasp.  As  I 
said  at  the  beginning  of  this  statement,  the  gap  between  what  we  know- 
can  be  accomplished  and  what  is  in  fact  being  accomplished  is 
enormous. 

It  is  not  a  matter,  as  it  is  so  often  when  dealing  with  national  prob- 
lems, of  applying  a  solution  that  one  hopes  will  work  or  that  one  thinks 
might  work.  We  already  possess  most  of  the  basic  knowledge  and 
tools.   We  are  in  a  position  to  move  ahead  rapidly. 

'What  we  need  to  do  is  to  make  a  start  in  terms  of  organization  and 
administration  to  assure  that  that  knowledge  and  those  tools  are  ap- 
plied as  efficiently  and  effectively  as  possible. 

The  suggested  amendment  to  part  4,  title  V  of  the  Social  Security 
Act  would  enable  us  to  make  a  prudent  beginning.  On  behalf  of 
the  American  Dental  Association,  then,  may  I  urge  this  committee 
to  give  favorable  consideration  to  section  302,  title  III  of  H.R.  5710. 

This  concludes  our  testimony,  Mr.  Chairman.  On  behalf  of  the 
association,  may  I  again  thank  the  committee  for  this  opportunity 
to  present  our  views.  We  would  be  glad  now  to  try  to  answer  any 
questions  you  and  members  of  the  committee  may  have. 

The  Chairman.  Dr.  Ostrander,  we  appreciate  your  statement  rep- 
resenting the  views  of  the  American  Dental  Association. 

Any  questions  of  Dr.  Ostrander  ?    Mr.  Curtis. 

Mr.  Curtis.  Doctor,  I  am  very  pleased  with  this  testimony,  but  I 
think  we  need  a  great  deal  more  information  about  what  is  going  on 
in  the  private  sector.   You  give  us  generalities.   On  page  5,  you  say : 

A  number  of  private  insurance  companies  are  now  engaged  in  underwriting 
such  contracts. 

You  point  out  on  page  8 : 

Some  $3  billion  a  year  is  being  spent  presently  within  the  private  sector  for 
dental  care  services. 

And  elsewhere  you  note  throughout  here  that  there  is  considerable 
activity  going  on  in  the  private  sector. 

Now,  when  the  Secretary  of  Health,  Education,  and  Welfare,  Mr. 
Gardner,  testified,  one  of  the  criticisms  I  directed  against  his  paper 
was  that  it  had  solely  to  do  with  what  the  Federal  Government  might 
be  doing  and  had  no  reference  at  all  to  what  is  going  on  in  the  private 
sector,  and  while  the  Secretary  wasn't  here  personally  at  the  time,  Mr. 
Cohen  was  here.  I  asked  if  the  Department  would  present  to  this 
committee  what  data  they  had  of  what  was  going  on  in  the  private 
sector. 

Maybe  there  haven't  been  studies.  Let  me  ask  that  question.  Do 
you  know  of  any  studies  that  have  been  made  of  what  actually  is 
going  on  in  the  private  sector  in  respect  to  financing  dental  care  treat- 
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ment  such  as  insurance  programs,  as  well  as  group  programs,  et 
cetera? 

Dr.  Ostrander.  Well,  yes,  we  have  information  on  that.  For  ex- 
ample, we  can  say  that  roughly  three  million  people  in  the  United 
States  presently  as  covered  by  prepaid  care  plans  through  dental  serv- 
ice corporations  or  insurance  programs. 

Mr.  Curtis.  May  I  interrupt  to  ask,  does  that  relate  to  essentially 
children,  or  would  that  be  children  and  adults  ? 

Dr.  Ostrander.  This  includes  both  children  and  adults. 

Mr.  Curtis.  It  still  would  be  valuable  to  know  about  that.  I  have 
been  particularly  interested  in  children,  and  your  paper  directs  atten- 
tion to  them  on  these  prepaid  programs.  I  know  some  of  the  labor 
unions,  in  fact,  one  in  my  own  area,  the  Teamsters,  developed  a  prepaid 
insurance  program  for  the  children  of  their  people.  This  is,  I  thought, 
very  important.    I  think  it  took  them  up  to  age  10  or  maybe  12. 

Am  I  not  correct  in  assuming  that  if  you  can  catch  them  up  to  about 
age  10  or  12  you  have  really  got  the  bulk  of  the  thing  in  hand  ? 

Dr.  Ostrander.  Yes.  That  is  our  main  point  in  emphasizing  the 
desirability  of  starting  with  the  younger  child,  the  6-year-old  child,  for 
example.  If  you  can  start  with  this  group  of  children  and  keep  them 
cared  for,  the  cost  for  continuing  care  will  be  markedly  reduced  and 
the  problem  of  dental  cripples  in  the  older  age  group  will  be  largely 
solved. 

Mr.  Curtis.  I  wonder  if  I  may  ask  you  to  supply  for  the  record,  if 
you  can,  what  the  situation  is  in  respect  to  dental  insurance  programs 
for  children  that  are  coming  about.  It  may  be  the  profit  private  sec- 
tor, or  it  may  include  work  of  private  nonprofit  organizations.  It 
might  include  work  that  is  being  done  by  local  governmental  units 
such  as  school  districts  and  so  forth.  I  have  never  seen  or  had  the 
data  presented  as  to  what  is  going  on  now,  what  the  rate  of  progress 
in  this  area  might  be.    Can  you  help  us  at  all  ? 

Dr.  Ostrander.  Mr.  Conway,  do  you  have  some  information  on 
that? 

Mr.  Conway.  We  will  supply  that  for  the  record  to  the  best  of 
our  ability,  Congressman  Curtis. 

Dr.  Ostrander.  I  am  sure  the  information  is  largely  available.  It 
is  just  a  matter  of  getting  it  together  and  getting  it  to  you. 

(The  following  information  was  received  by  the  committee:) 

Report  on  Dental  Prepayment  Plans  in  the  United  States 

This  report  is  submitted  in  three  parts.  Part  I  is  a  compilation  of  two  inde- 
pendent reports  made  respectively  by  the  National  Association  of  Dental  Service 
Plans  and  by  the  Subcommittee  on  Dental  Care  of  the  Allied  Health  Services 
Committee  on  the  Health  Insurance  Council.  Part  II  consists  of  excerpts  from 
the  HIC  report  and  Part  III  is  the  NADSP  report  in  its  entirety. 

PART  I.  FACT  SHEET  ON  DENTAL  PREPAYMENT 

Growth  of  prepaid  dental  plans 

As  of  December  1966,  approximately  4  million  Americans  have  prepaid  dental 
care  coverage.  Dental  service  corporations  showed  the  greatest  growth  in 
coverage,  though  it  is  probable  that  in  the  case  of  both  dental  service  corporations 
and  commercial  insurance  companies,  an  improvement  in  reporting  methods  is 
partly  accountable  for  the  sharp  rise  between  1965  and  1966. 
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Administrative  mechanism 

Number  of  eligible  persons 

1960 

1964 

1965 

1966 

Total    

732,300 

1, 469,  800 

1, 988, 000 

4,092,960 

Dental  Service  Corp    

9,000 
17,  500 
535, 600 
170, 200 

325, 300 
274, 800 
608, 100 
261, 600 

458, 100 
550,600 
616, 400 
362, 900 

1,289,154 
1,601,878 
765,  900 
437,000 

Commercial  Insurance  Co    

Group  practice/clinic    

5  other  mechanisms     

Since  1960,  the  number  of  persons  eligible  for  prepaid  dental  care  has  in- 
creased fivefold.    The  number  of  plans  has  shown  comparable  growth. 

Status  of  prepaid  dental  care  in  1966 


Administrative  mechanism 

Number  of 
organiza- 
tions 

Number  of 
group  plans 

Number  of 
eligible 
persons 

Total  

169 

632 

4,092,960 

Dental  Service  Corp   ..       

16 
34 
78 
25 
1 
20 
5 
3 

276 
424 
95 
25 
191 
20 
8 
3 

1, 289, 154 
1,601,878 
766,000 
176,000 
170,000 
35,000 
16,000 
40,000 

Commercial  Insurance  Co..  .....  ..   

Group  practice/clinic    

Self-insured  trust.   

Nonprofit  Insurance  Corp...                    ...   . 

Mutual  Benefit  Association  ..  ...  . 

Health  Service  Corp  .  .  . 

Other   

PART  II.  THE  EXTENT  OF  DENTAL  INSURANCE  COVERAGE   WRITTEN   IN    THE  UNITED 
STATES  BY  INSURANCE  COMPANIES  AS  OF  JULY  1,  1966  1 

Table  la. — Group  dental  insurance  coverage  in  the  United  States  by  34  insurance 
companies,  July  1,  1966 


Total 

Schedule 
plans  1 

Comprehen- 
sive plans  2 

Combination 
plans 3 

1.  Number  of  master  policies  

2.  Number  of  covered  persons  . 

(o)  Employees.  

424 
1, 601, 878 

150 
1,155,304 

227 
317,  512 

47 

129,062 

585, 337 
1, 016,  541 

414, 897 
740, 407 

121, 359 
196, 153 

49, 081 
79, 981 

(6)  Dependents..   ... 

3.  Dental    insurance    annualized  premium 

volume  (as  of  July  1,  1966)  *  

4.  Dental  insurance  benefits  paid  (for  the  12- 

month  period  ending  June  30,  1966)  5  

$44, 879, 623 
$31,405,694 

$35,  538, 727 
$25,  006, 479 

$5,894,341 
$2,850, 190 

$3, 446,  555 
$3,  549,  025 

1  Plans  providing  for  dollar  limits  on  dental  expenses  for  each  procedure  performed  and  with  eligible 
expenses  so  determined  reimbursed  at  100  percent  or  on  some  percentage  basis  without  a  deductible. 

2  Plans  providing  for  percentage  reimbursement  (coinsurance)  on  covered  expenses  after  an  initial  deduc- 
tible on  some  or  all  types  of  dental  expenses  and  with  no  (or  but  few)  dollar  limits  on  covered  expenses  for 
individual  dental  procedures. 

3  Plans  containing  schedule  dollar  limits  on  amount  of  dental  expense  to  be  covered  as  well  as  a  deductible 
on  some  or  all  types  of  dental  expenses  and  with  eligible  expenses  reimbursed  at  100  percent  or  some  other 
rate  of  reimbursement. 

4  Total  annual  premium  for  number  of  insured  employees  and  dependents  as  of  July  1,  1966. 

5  Since  many  plans  were  in  force  for  a  period  of  less  than  1  year,  the  amount  of  benefit  payments  should 
not  be  related  to  the  premium  volume. 

It  is  important  to  recognize  that  this  total  should  not  be  related  to  the  total  premium.  One  reason  for  this 
is  that  the  latter  was  reported  on  an  annualized  basis  and  in  a  number  of  instances  a  plan  had  been  in  force 
for  less  than  1  year. 


1  It  should  be  noted  that  it  is  not  possible  for  the  American  Dental  Association  to  say 
that  all  of  the  plans  listed  by  the  commercial  insurance  industry  are  as  comprehensive 
with  regard  to  the  services  offered  as  the  dental  profession  considers  professionally  de- 
sirable. With  regard  to  plans  offered  by  dental  service  corporations*  however,  it  is  possible 
to  say  that  all  the  plans  are  comprehensive  to  the  desirable  degree. 
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Table  lb. — Percentage  distribution  of  group  dental  insurance  coverage  in  the  United 
States  by  34  insurance  companies  by  type  of  plan,  July  1,  1966 

[In  percent] 


1.  Master  policies  

2.  Covered  persons  

(a)  Employees   

(6)  Dependents  

3.  Dental    insurance    annualized  premium 

volume  (as  of  July  1,  1966)  4   

4.  Dental  insurance  benefits  paid  (for  the  12- 

month  period  ending  June  30, 1966)  


Total 


100 
100 
100 
100 

100 

100 


Percent  of  total 


Schedule 
plans  1 


35.4 
72.1 
70.9 
72.8 

79.2 


Compre- 
hensive 
plans  2 


53.5 
19.8 
20.7 
19.3 

13.1 

9.1 


Combina- 
tion plans 3 


11.1 
8.1 
8.4 
7.9 

7.7 

11.3 


1  Plans  providing  for  dollar  limits  on  dental  expenses  for  each  procedure  performed  and  with  eligible 
expenses  so  determined  reimbursed  at  100  percent  or  on  some  percentage  basis  without  a  deductible. 

2  Plans  providing  for  percentage  reimbursement  (coinsurance)  on  covered  expenses  after  an  initial  de- 
ductible on  some  or  all  types  of  dental  expenses  and  with  no  (or  but  few)  dollar  limits  on  covered  expenses 
for  individual  dental  procedures. 

3  Plans  containing  schedule  dollar  limits  on  amount  of  dental  expense  to  be  covered  as  well  as  a  de- 
ductible on  some  or  all  types  of  dental  expenses  and  with  eligible  expenses  reimbursed  at  100  percent  or  some 
other  rate  of  reimbursement. 

4  Total  annual  premium  for  number  of  insured  employees  and  dependents  as  of  July  1,  1966. 


Table  2. — Number  of  persons  covered  under  group  dental  insurance  plans  by  34 
insurance  companies,  by  State,  July  1, 1966 


State 


Total 
number 
covered 


1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 


Alabama   8,546 

Alaska   9,197 

Arizona   4,  399 

Arkansas   7, 910 

California   310,249 

Colorado   9,587 

Connecticut    45,336 

Delaware    24 

District  of  Columbia   12,  734 

Florida    18,862 

Georgia   18,369 

Hawaii  —   3,405 

Idaho   3,995 

Illinois   50, 159 

Indiana   51,982 

Iowa   24,  554 

Kansas   11, 923 

Kentucky   19,  581 

Louisana   13,400 

Maine   336 

Maryland    23,888 

Massachusetts   11,973 

Michigan   73,  086 

Minnesota    16, 780 

Mississippi   4,  556 

Missouri    59,376 


State 


Total 
number 
covered 


27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 
40. 
41. 
42. 
43. 
44. 
45. 
46. 
47. 
48. 
49. 
50. 
51. 


Montana   2,  874 

Nebraska   6,  799 

Nevada   960 

New  Hampshire   9 

New  Jersey   15,938 

New  Mexico   3,223 

New   York   277,454 

North  Carolina   25,822 

North  Dakota   2,156 

Ohio    91,944 

Oklahoma    14, 425 

Oregon   61,  456 

Pennsylvania    84, 279 

Rhode  Island   206 

South  Carolina   6,169 

South  Dakota   1,250 

Tennessee   28,173 

Texas   76,  907 

Utah   3,  522 

Vermont    

Virginia    5, 424 

Washington    49, 563 

West  Virginia   756 

Wisconsin   26,  394 

Wyoming    1,  111 
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Table  3. — Dental  insurance  coverage  in  the  United  States  by  insurance  companies, 
Dec.  81,  1963,  and  July  1,  1966 


July  1,1966 

Dec  31, 1963 

Increase 
Number 

,1963-66 
Percent 

Group  business: 

1.  Number  of  companies  offering  dental 

2.  Number  of  companies  with  policies  in 

force  

3.  Number  of  master  policies  in  force  

4.  Number  of  persons  covered   

(a)  Schedule  plans   

36 

34 
424 

1,601,878 

26 

16 
66 

334,860 

in 
1U 

18 
358 
1,267,018 

38 
113 
378 

1, 155, 304 
317,512 
129,062 

237, 858 
86,495 
10,  507 

917, 446 
231,017 
118, 555 

386 
267 
1,128 

(6)  Comprehensive  plans  

(c)  Combination  plans  

5.  Dental  premium  volume  1  

$44,879,623 
$31,405,694 

3 
1 

$4,  332, 197 

(2) 

1 
1 

6.  Dental  benefits  paid  

Individual  business: 

1.  Number  of  companies  offering  dental 
coverage  

2 

2.  Number  of  companies  with  policies  in 
force  

1  Data  on  premiums  are  not  comparable  between  the  2  periods.  The  figure  for  1966  is  the  annualized  vol- 
ume while  f  r  1963  it  represents  the  amount  written  during  that  year  only. 

2  Not  available. 


PAET  III.  DENTAL  SERVICE  CORPORATION  COVERAGE,  AS  OF  JANUARY  31,  1967 

Summary 

At  the  close  of  business  January  31,  1967,  the  16  active  corporations  had  205 
private  group  contracts  in  force,  covering  1,053,755  subscribers.  Of  these,  192 
contracts,  covering  1,038,819  persons,  were  underwritten,  and  13  contracts, 
covering  14,936,  were  administered  on  a  cost-plus  basis.  In  addition.  71  admin- 
istrative contracts  involving  publicity  funded  programs  were  in  effect  covering 
235,399  eligible  beneficiaries.  The  combination  of  contracts  in  the  private  and 
public  sector,  therefore,  totaled  276,  with  1,289,154  persons  affected,  exclusive  of 
dependents. 

Public  programs,  by  category 


Type  of  program 

Number  of 
programs 

Number  of 
beneficiaries 

Headstart  

58 
6 

38, 861 
4,842 
128 

Community  action    

Job  Corps...  .                         ...                         .  .  

1 

MAA  (Kerr-Mills)  

1 

70,000 
118,  718 
750 

Public  assistance  (State)   

Public  assistance  (county)  

Maternal  and  infant  care     

2 

1,  100 

Office  of  Education,  title  I  

1,000 

Total  

71 

235,399 

MONTHLY  COVERAGE  REPORT  SUMMARY — DETAIL  BY  INDIVIDUAL  PLAN 

Alabama  Dental  Care  Inc. : 

Public :  1  Head  Start  contract,  covering  1,000  children. 
California  Dental  Service : 

Private:  135  underwritten  contracts,  covering  889,688  subscribers. 

Public :  13  Head  Start  contracts,  covering  25,000  children ;  1  Maternal  and 
Infant  Care  Program  contract,  covering  500  mothers. 
Colorado  Dental  Service : 

Public :  23  Head  Start  contracts  covering  9,000  children ;  1  County  Public 
Assistance  contract  covering  750  aged  adults  and  children. 
Connecticut  Dental  Service : 

Private  :  3  underwritten  contracts,  covering  69  subscribers. 

Public :  2  Head  Start  contracts  covering  286  children. 
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Hawaii  Dental  Service : 

Private :  17  underwritten  contracts  covering  62,154  subscribers ;  3  adminis- 
trative contracts  covering  2,096  persons. 
Kentucky  Dental  Service : 

Public  :  1  Maternal  and  Infant  Care  Program  contract  covering  600  mothers. 
Maine  Dental  Service  Corp. : 

Private :  1  administrative  contract  covering  1,200  persons. 
Michigan  Dental  Service  Corp. : 

Private :  3  administrative  contracts  covering  1,650  persons. 

Public :  1  MAA  contract  covering  70,000  aged ;  2  Community  Action  Program 
contracts  covering  842  beneficiaries. 
New  Hampshire  Dental  Service  Corp. : 

Private :  1  administrative  contract  covering  1,200  persons. 
New  York  Dental  Service  Corp. : 

Private :  4  underwritten  contracts  covering  438  subscribers. 
Ohio  State  Dental  Care  Corp. : 

Private :  5  underwritten  contracts  covering  275  subscribers ;  1  administra- 
tive contract  covering  440  persons. 

Public :  10  Head  Start  contracts  covering  3,175  children  ;  4  community  Action 
Program  contracts  covering  4,000  beneficiaries ;  1  Office  of  Education 
(Title  I)  contract  covering  1,000  children. 
Oregon  Dental  Service : 

Private :  1  underwritten  contract  covering  750  subscribers ;  1  administrative 
contract  covering  2,299  persons. 

Public :  1  Head  Start  contract  covering  400  children. 
Rhode  Island  Dental  Service  Corp. : 

Private :  1  administrative  contract  covering  5,000  persons. 
Vermont  Dental  Service  Administrative  Corp. : 

Private  :  1  administrative  contract  covering  1,000  persons. 

Public  :  1  Job  Corps  contract  covering  128  persons. 
Washington  Dental  Service : 

Private:  26  underwritten  contracts  covering  85,322  subscribers. 

Public :  8  Head  Start  contracts  covering  an  unknown  number  of  eligibles ;  1 
State  Public  Assistance  contract  covering  118,718  beneficiaries. 
Wisconsin  Dental  Service  Corp. : 

Private  :  1  underwritten  contract  covering  123  subscribers. 

Public :  1  administrative  contract  covering  51  persons. 

The  Chairman.  Mr.  Schneebeli. 

Mr.  Schneebeli.  Following  Mr.  Curtis'  question,  could  you  give 
us  an  approximation  of  what  percentage  of  schoolchildren  are  now 
being  cared  for  in  this  area  by  the  local  school  boards?  I  know  in 
Pennsylvania  a  lot  of  the  local  school  boards  take  care  of  children  and 
dental  work. 

Would  you  have  any  approximation  what  percentage  of  children 
across  the  country  are  being  taken  care  of  ? 

Mr.  Conway.  I  am  sorry  again  I  can't  be  too  specific  across  the 
country,  but  it  is  our  understanding  that  most  of  the  programs  in  the 
school  districts  are  on  an  emergency  basis.  They  take  care  of  emer- 
gency needs  of  the  children. 

Mr.  Schneebeli.  They  are  not  comprehensive  ? 

Mr.  Conway.  They  are  not  comprehensive. 

Mr.  Schneebeli.  Dr.  Ostrander,  you  said  the  final  goal  is  to  make 
fully  adequate  dental  services  available  to  all  children. 

Now,  this  is  a  very  laudatory  goal,  we  agree  with  you.  What  per- 
centage of  this  objective  do  you  think  is  the  responsibility  of  the  Fed- 
eral Government  ? 

Dr.  Ostrander.  Well,  I  would  hope  that  a  relatively  small  percent- 
age of  it  would  be  the  responsibility  of  the  Federal  Government. 
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Mr.  Schneebeli.  How  do  you  visualize  the  Federal  Government 
getting  into  this  thing?  What  is  your  concept  of  the  Federal  Gov- 
ernment's role  in  this  responsibility  ? 

Dr.  Ostrander.  I  think  our  concept  is  that  the  Federal  Govern- 
ment's role  would  be  restricted  to  those  who  are  indigent  or  medically 
indigent,  that  the  children  who  are  in  families  who  are  economically 
capable  of  paying  for  their  own  dental  care  should  not  be  supported 
by  the  Federal  Government. 

We  have  no  intent  at  all  of  the  Federal  Government  supporting 
those  who  are  capable. 

Mr.  Schneebeli.  Would  you  have  any  idea  of  the  cost  of  the  Fed- 
eral Government  implementing  this  to  take  care  of  the  medically 
indigent  ? 

Mr.  Conway.  The  welfare  administration  has  estimated  that  there 
may  be  today  some  10  million  children,  and  I  am  not  sure  of  the  age 
group,  but  I  think  this  probably  goes  up  to  about  age  18,  who  could 
conceivably  be  covered  by  title  XIX  with  its  provision  for  the  medi- 
cally indigent. 

Mr.  Schneebeli.  And  the  Federal  Government  would  be  responsi- 
ble in  this  area  and  how  much  do  you  think  this  would  cost? 

Mr.  Conway.  Well,  again,  this  is  an  estimate,  but  I  believe  it  is 
probably  the  best  we  can  give.  The  Public  Health  Service  and  the 
American  Dental  Association  have  in  a  sense  agreed  that  the  cost 
of  taking  care  of  children  particularly  should  come  to  about  $35  to 
$40  per  person.  This  assumes  some  nonutilization  factor  and  all  the 
other  factors  that  would  be  considered. 

Mr.  Schneebeli.  It  would  cost  about  $350  to  $400  million  a  year 
then? 

Mr.  Conway.  That  Avould  be  true  if  the  program  were  extended  to 
all  of  the  children  that  the  welfare  administration  has  indicated  could 
be  considered  medically  indigent  or  indigent. 

Mr.  Schneebeli.  That  is  about  $400  million  a  year  then  this  pro- 
gram would  cost  the  Federal  Government  if  implemented  in  the  man- 
ner that  you  recommended. 

Mr.  Conway.  Well,  our  recommendation  is  that  the  program  be 
conducted  for  at  least  5  years  on  a  pilot  project  basis. 

Mr.  Schneebeli.  But  I  think  that  you  recognize  our  responsibility 
would  eventually  be  the  ultimate  program. 

Mr.  Conway.  Yes.  May  I  add  one  thing?  Title  XIX  already 
contemplates  expansion  to  dental  services.  It  is  built  into  the  legisla- 
tion and  somewhere  along  the  line  I  believe  the  dates  are  set  there.  I 
think  it  is  July  1,  1975,  when  all  States  with  title  XIX  programs  are 
supposed  to  have  comprehensive  health  care.  This  must  include  a 
strong  element  of  dental  services  so  I  think  to  the  extent  that  there 
is  a  comprehensive  treatment  program  in  view,  title  XIX  would 
probably  be  that  program. 

Mr.  Schneebeli.  But  I  think  you  agree  that  once  you  start  down 
this  road  you  want  to  know  what  the  end  is  going  to  be  and  as  I  can 
see  what  you  say  it  would  cost  probably  $400  million  a  year  on  the 
present  basis  of  cost  and  population. 

Mr.  Conway.  That  would  be  an  accurate  expression. 


1074 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


Mr.  Curtis.  Would  you  yield  ? 
Mr.  Schneebeli.  Yes. 

Mr.  Curtis.  I  wondered  if  some  of  that  cost  would  be  catching  up 
and  whether  you  would  then  visualize  the  cost  from  then  on  as  being 
that  high. 

Mr.  Conway.  This  is  a  very  good  point,  Congressman.  I  am  sorry 
I  didn't  bring  it  out.  We  would  expect,  providing  for  age  group  by 
age  group  progressively,  that  the  maintenance  cost  would  be  minimal 
along  the  line  and  there  would  be  a  severe  reduction  in  cost. 

The  Chairman.  Mr.  Burke. 

Mr.  Burke.  Doctor,  could  your  association  produce  the  figures  on 
the  percentage  of  men  who  have  been  turned  down  for  the  draft  be- 
cause of  poor  teeth. 

Dr.  Ostrander.  The  Selective  Service  System  does  not  turn  down 
prospective  inductees  for  their  dental  health  conditions.  They  are 
rehabilitated  and,  as  pointed  out  in  our  testimony,  the  average  cost  for 
rehabilitating  an  inductee  is  approximately  $65  per  inductee. 

Mr.  Burke.  In  other  words,  it  would  save  $20  a  person  if  we  took 
care  of  them  while  young. 

Dr.  Ostrander.  It  would  save  much  more. 

The  Chairman.  Any  further  questions  ? 

If  not,  Dr.  Ostrander  and  Mr.  Conway,  we  appreciate  you  both  being 
before  the  committee  this  morning. 
Dr.  Ostrander.  Thank  you. 

Mr.  Bush.  Mr.  Chairman,  I  have  received  a  letter  from  Marvin  E. 
Mergele,  D.D.S.,  with  respect  to  H.R.  5710  which  he  asked  to  be 
brought  to  the  attention  of  the  committee  and  inserted  in  the  record. 
I  would  like  to  ask  permission  to  include  Dr.  Mergele's  letter  at  this 
point  in  the  record  of  the  hearings. 

The  Chairman.  Without  objection,  it  will  be  so  done. 

Houston,  Tex.,  March  17, 1967. 

Hon.  George  Bush, 
Home  of  Representatives, 
Washington,  D.C. 

Dear  Congressman  :  As  the  director  for  dental  public  health  activities  in  the 
Houston  area  and  as  such,  a  spokesman  for  the  local  dental  profession  on  public 
health  matters,  I  would  like  to  solicit  your  support  for  H.R.  5710  now  in  the 
process  of  holding  hearings  by  your  Committee  on  Ways  and  Means. 

The  dental  care  provisions  of  this  bill,  if  enacted,  would  give  the  many  thou- 
sands of  impoverished  youngsters  in  the  Houston  community,  the  necessary  relief 
from  the  dental  ills  they  are  now  experiencing  and  provide  them  with  the  oppor- 
tunity to  lead  a  reasonably  happy  and  health  life.  We  furthermore  believe  that 
the  administration  for  a  National  Dental  Health  Program  For  Children  should 
be  put  in  the  hands  of  the  agency  most  qualified  to  handle  dental  matters,  namely 
the  Division  of  Dental  Health,  U.S.P.H.S.  May  I  request  that  the  contents  of 
this  letter  be  inserted  into  the  records  of  the  hearings? 

The  members  of  the  dental  profession  are  delighted  to  have  you  represent  us 
in  Washington  and  assure  you  of  our  continued  support. 

With  kindest  personal  regards,  I  remain 
Respectfully  yours, 

Marvin  E.  Mergele,  D.D.S. 

The  Chairman.  Our  next  witnesses  are  Mr.  Gerald  M.  Flynn  and 
Mr.  Zalman  J.  Lichtenstein. 
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STATEMENTS  OF  ZALMAN  J.  LICHTENSTEIN,  EXECUTIVE  DIREC- 
TOR, SENIOR  CITIZENS  GOLDEN  RING  COUNCIL,  AND  GERALD  M. 
FLYNN,  ADVISER;  ACCOMPANIED  BY  HERMAN  L.  SAINER, 
ADVISER 

Mr.  Liechtenstein.  Mr.  Chairman,  my  name  is  Zalman  J.  Lichten- 
stein,  of  the  Gold  Ring  Council  of  Senior  Citizens,  and  we  are  priv- 
ileged and  honored  to  be  here  as  witnesses  and  participants  in  this 
great  legislative  process. 

Mr.  Chairman  and  distinguished  members  of  the  House  Ways  and 
Means  Committee,  the  dentist  and  the  other  gentleman  spoke  about 
children  for  about  half  an  hour.  These  are  our  grandchildren  and 
great  grandchildren,  and  now  we  want  to  talk  about  ourselves,  the 
parents,  the  grandparents,  the  great  grandparents. 

It  fits  in  very  nicely.  We  like  it.  We  love  it  that  your  committee  is 
taking  up  the  problems  of  our  children,  our  grandchildren,  and  our- 
selves. A  young  elderly  lady  of  our  group — and  we  are  249  represent- 
atives of  senior  citizens  organizations  of  all  kinds,  all  walks  of  life, 
former  businessmen,  workers,  self-employed,  all  kinds  of  groups, 
labor  groups,  church  groups,  and  so  on — told  me,  "I  would  like  to 
say  something  to  the  Congressmen,"  and  each  of  them  has  something 
to  say  from  her  or  his  own  experience,  but  I  told  the  lady,  "We  have 
only  15  minutes.  You  cannot  talk.  The  chairman  and  the  committee 
would  have  to  agree  to  sit  for  days  and  nights  to  listen  to  your  stories 
on  social  security  benefits  and  medicare  and  medicaid.  Only  one  per- 
son can  talk,"  so  the  lady  said  to  me,  "So  what  do  we  have  to  do." 

And  I  told  her,  "Do  one  thing.  Look  into  the  eyes  of  the  Congress- 
men, the  gentleman  from  Arkansas,  and  the  gentleman  from  Pennsyl- 
vania, and  the  gentleman  from  Wisconsin,  and  the  gentleman  from 
Missouri,  and  so  on.  Look  into  their  eyes  and  they  will  look  into  your 
eyes  and  they  will  realize  and  see  your  dreams  and  your  aspirations  and 
your  needs,"  so  for  the  next  15  minutes  I  am  asking  my  people,  the 
elderly  people,  the  ladies  and  the  gentlemen,  look  into  the  eyes  of  the 
Congressmen  and  that  will  be  more  than  talk,  more  than  words,  and  the 
only  gentleman  who  is  going  to  present  our  case,  Mr.  Chairman,  with 
your  permission,  will  be  my  good  friend  Gerald  M.  Flynn,  who  is  the 
welfare  officer  of  the  railroad  people  and  the  adviser  to  the  senior 
citizens. 

Thank  you  very  much  again  for  the  privilege  that  you  gave  to  us. 
Since  1959  we  have  been  coming  over  here.  We  are  not  going  back 
empty  handed.  If  not  with  a  full  bag,  we  will  go  back  with  something, 
always  with  something,  and  now,  Mr.  Chairman,  Mr.  Flynn  would 
like  to  tell  you  our  story. 

The  Chairman.  Thank  you,  Mr.  Lichtenstein.  Mr.  Flynn,  you  are 
recognized,  sir. 

STATEMENT  OF  GERALD  M.  FLYNN 

Mr.  Flynn.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  your  committee.  I  am  Gerald  M.  Flynn,  administrator  of  the  Long 
Island  Trainmen's  health  and  welfare  program  and  director  of  the 
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Senior  Citizens  Council  of  Railroad  Trainmen  of  the  Long  Island  Rail- 
road, of  Jamaica,  N.  Y. 

I  am  here  today  to  join  with  Mr.  Zalman  J.  Lichtenstein,  adviser  to 
the  Golden  Ring  Council  of  Senior  Citizens,  with  clubs  of  elderly  peo- 
ple in  many  States  of  the  Union,  and  with  Mr.  Herman  L.  Sainer,  of 
the  National  Jewish  Welfare  Board,  adviser  to  the  Senior  Citizens 
Council  of  Greater  New  York. 

Appearing  with  us  in  the  audience  are  249  senior  citizens  from  New 
York,  Pennsylvania,  New  Jersey,  and  Maryland.  They  represent 
elderly  people  of  all  walks  of  life,  former  businessmen,  workers,  and 
self-employed. 

WE  SUPPORT  A  2  0 -PERCE XT  AVERAGE  RISE  IN  SOCIAL  SECURITY  BENEFITS 

We  would  like  to  state  right  at  the  outset  that  we  are  whole  heart - 
edly  supporting  President  Johnsoirs  suggested  improvements  in  the 
Social  Security  Act,  and  especially  the  amendments  concerning  the 
retirement  benefits  increase  embodied  in  the  Mills  bill,  H.R.  5710. 

In  our  prosperous  United  States  the  recommended  increase  of  the 
minimum  benefit  to  $70,  and  benefits  increased  across  the  board  to  all 
beneficiaries  by  at  least  15  percent  is  long  overdue. 

When  the  social  security  law  was  first  passed  in  1935,  the  taxing 
wage  ceiling  for  the  social  security  trust  fund  of  $3,000  annually  rep- 
resented at  that  time  approximately  95  percent  of  the  salaried  income 
paid  in  the  United  States.  We  feel  that  the  taxable  ceiling  of  $10,500 
proposed  by  President  Johnson  and  Chairman  Mills  will  barely  re- 
store the  value  of  the  above  taxable  base  to  the  law.  This  will  help 
the  retirees  of  today  and  even  more  so  the  retirees,  the  disabled,  and 
the  survivors  of  tomorrow. 

AGAINST  REDUCING  PRESENT  TAX  EXEMPTION  FOR  PEOPLE  OVER  6  5 

We  must  state  our  reservations  to  the  proposal  for  reducing  tax  ex- 
emptions for  people  over  65. 

We  are  opposed  to  crediting  any  portion  of  the  social  security  an- 
nuity as  income  for  taxing  purposes  under  the  Internal  Revenue 
Service.  We  feel  that  raising  the  monthly  benefits,  increasing  the 
taxing  base  of  working  individuals  on  the  one  hand  and  then  on  the 
other  hand  taking  some  of  this  money  away  as  income  taxes  is  double 
taxation  and  would  defeat  the  very  purpose  of  the  social  security 
pension  system. 

MEDICARE  CALLS  FOR  IMPROVEMENTS 

With  your  permission,  Mr.  Chairman,  we  would  like  to  discuss  more 
thoroughly  the  workings  to  date  of  the  medicare  program. 

With  reference  to  title  XVIII  of  the  Social  Security  Act,  we  were 
delighted  to  learn  in  1965  that  the  distinguished  Ways  and  Means 
Committee  under  your  leadership,  Chairman  Mills,  was  ready  to  report 
out  a  medicare  hospital  bill  and  quite  surprised  to  know  that  in  addi- 
tion to  the  basic  hospitalization  coverage  you  were  also  reporting  out 
a  supplementary  insurance  program. 
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We  thought  then  that  the  many  years  of  hard  work  were  resulting 
in  a  successful  accomplishment  for  all  concerned.  As  of  now,  how- 
ever, we  must  state  with  regret  that  many  of  our  hopes  and  expecta- 
tions did  not  yet  materialize. 

Let  us  be  more  specific. 

Before  July  1,  1966,  the  average  senior  citizens  in  our  Brotherhood 
of  Railroad  Trainmen,  for  example,  was  paying  $7.84  a  month  for 
120  days  of  hospitalization  and  $500  surgical  rider,  which  covered  in- 
hospital  medical  care,  in-hospital  and  office  surgical  procedures,  anes- 
thesiology and  diagnostic  radiology  procedures. 

Of  this  $7.84,  $1.68  was  allocated  to  the  Blue  Shield  coverage  and 
$6.16  to  hospital  coverage.  This  member  was  assured  that  a  hospital 
admission  that  extended  up  to  120  days  would  be  paid  in  full  by  the 
Associated  Hospital  Service  of  New  York  with  no  additional  charges 
to  the  member. 

FOR  ELIMINATING  THE  DEDUCTIBLES 

After  medicare  went  into  effect  on  July  1,  1966,  the  member  found 
that  upon  entering  the  hospital  he  was  required  to  pay  for  the  first 
day,  in  the  amount  of  $40.  He  understood  that  this  was  required  by 
law. 

However,  in  addition  to  the  $40,  it  is  demanded  of  him  that  he  pay 
now  in  advance  an  additional  $60  to  $70  for  so-called  professional  fee 
charges,  items  not  included  formerly  in  the  hospital  charges  under 
Blue  Cross. 

We  now  submit  documents  concerning  a  medicare  patient  who  paid 
out-of-pocket  expenses  of  $113.20  for  an  11-day  stay  in  addition  to 
the  initial  $40  charge,  for  a  total  of  $153.20.  We  should  like  to  present 
as  part  of  this  exhibit  a  hospital  bill  which  indicates  that  one  patient, 
under  Blue  Cross,  was  charged  one  fee  for  semiprivate  accommoda- 
tions, and  a  medicare  patient  was  charged  a  $5  a  day  higher  fee  for 
like  services,  like  facilities,  in  the  same  hospital,  only  a  few  days  apart 
and  here  they  are,  Mr.  Chairman,  right  here. 

HOSPITAL  ACCOUNTING  TAKES  MEDICARE  FOR  A  RIDE 

We  feel  with  reference  to  the  medicare  program  itself  that  over- 
charging and  loss  to  the  social  security  hospital  fund  have  been  con- 
doned under  the  guise  of  separate  accounting  procedures.  The  daily 
charge  for  professional  services  by  the  hospital  for  interns  and  resi- 
dents in  the  amount  of  5  percent,  separating  part  of  the  operating 
room  charges  for  professional  services  in  the  amount  of  25  percent, 
separation  of  laboratory  fees  for  professional  services  in  the  amount 
of  2  percent,  separation  of  X-ray  services  in  the  amount  of  40  percent, 
and  the  separation  from  the  hospital  bill  (which  in  many  cases  had 
previously  been  part  of  the  hospital  charge)  of  anesthesiology,  pathol- 
ogy, and,  as  mentioned  above,  radiology  has  partially  invalidated  the 
medicare  program  itself. 

We  further  feel  that  the  continuation  of  the  initial  daily  charge  of 
$40  against  the  patient,  supposedly  a  deterrent  against  overuse  of  hos- 
pital facilities,  should  be  completely  eliminated  and  the  aforemen- 
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tioned  professional  charges,  that  have  traditionally  been  part  of  the 
hospital  bill,  should  once  again  be  included  as  part  of  the  hospital 
charge. 

We  feel  the  same  way  about  the  $50  deductible  in  the  supplementary 
plan  B  program.  We  think  it  is  also  unjust,  too  complicated,  and 
a  carryover  from  the  insurance  industries  thinking  that  a  front-end 
deductible  would  be  a  deterrent  to  overusage,  when  the  fact  of  the 
matter  is  that  we  are  not  trying  to  prevent  people  from  using  medical 
care  but  rather  to  take  care  of  pressing  health  needs. 

Now  the  senior  citizen,  who  previously  paid  $4.08  a  year  for  a 
Blue  Cross/Blue  Shield  contract  (and  I  grant  you  he  did  not  receive 
as  many  benefits  as  he  would  under  medicare)  before  he  receives 
one  bit  of  service  under  the  new  medicare  program,  he  must  pay  $126 
a  year. 

We  are  certain  that  the  cost  studies  by  the  administration  of  this 
$40  charge  for  the  hospital  and  the  $50  deductible  in  supplementary 
plan  B  will  prove  to  be  so  high  that  the  so-called  savings  are 
insignificant. 

In  addition,  we  think  the  fee  schedule  that  has  been  established  for 
medical  and  surgical  treatments,  even  though  it  is  supposed  to  cover 
80  percent  of  the  doctor's  fee,  is  a  very  liberal  allowance 

In  fact,  with  our  $500  surgical  allowance  program,  insured  with  the 
United  Medical  Service  of  New  York  City,  we  find  that  the  fees  are 
in  many  cases  20  percent  greater  and  in  most  cases  100  percent  higher 
than  what  the  doctor  is  receiving  for  workmen's  compensation  cases. 

We  believe  the  administrative  staff,  under  the  direction  of  Under 
Secretary  Wilbur  Cohen  and  Commissioner  Robert  Ball  should  be 
complimented  on  the  fine  job  they  have  done  in  enrolling  and  process- 
ing the  people  who  are  eligible  for  medicare  coverage.  The  matter 
of  the  purveyor  of  benefits  has  not  kept  pace  with  the  fine  accom- 
plishments of  the  Social  Security  Administration. 

The  program  at  the  present  time  is  not  functioning  smoothly. 
There  are  delays  of  anywhere  from  60  to  120  days  before  claims  for 
payment  are  processed,  and  in  many  cases  claims  have  not  been  paid 
since  July  1966. 

We  know  that  doctors  throughout  the  country  are  not  cooperating 
with  the  program.  We  know  that  the  powerful  union — the  Ameri- 
can Medical  Association  (which  at  the  present  time  is  not  covered  by 
the  Taft-Hartley  or  Landrum-Griffin  laws)  is  not  encouraging  its 
members  to  cooperate.  At  best  they  offer  only  minimal  cooperation 
with  title  XVIII  and  title  XIX.  Consequently  so  many  of  our  senior 
citizens  have  their  money,  needed  for  daily  living  expenses,  tied  up  in 
paying  doctor  bills,  waiting  for  the  medicare  purveyor  to  reimburse 
them. 

DOCTOR  FEES  SKYROCKETING 

We  think  that  the  fair  and  reasonable  fee  concept  espoused  in  the 
law,  has  resulted  in  general  increases  in  medical  fees  throughout  the 
country,  of  at  least  20  percent  and  in  some  cases  higher.  These  in- 
creased costs  have  been  passed  on  to  all  members  of  the  community  and 
consequently,  the  negotiated  dollar  of  the  welfare  fund  is  now  found 
to  be  inadequate  and  many  welfare  programs  are  in  distress. 
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In  the  metropolitan  area  of  New  York  City,  including  Nassau  and 
Suffolk  Counties,  it  has  resulted  in  different  fees  being  paid  in  the 
seven  counties.  We  know  that  the  fair  and  reasonable  fee  as  applied 
to  Brooklyn  and  Manhattan  is  higher  than  in  surrounding  counties. 

Therefore,  it  is  not  unusual  to  find  that  doctors  who  have  had  for 
many  years  visitation  rights  to  hospitals  in  New  York  City,  but  did 
not  use  them,  and  did  99  percent  of  their  work  in  the  proprietary  hos- 
pitals in  Queens,  Nassau,  and  Suffolk  Counties,  now  find  it  very  lucra- 
tive and  worthwhile,  despite  the  additional  time  and  effort  of  traveling 
to  Manhattan,  to  transfer  their  cases  to  these  facilities. 

SURGICAL  FEES 

I  did  want  to  say  something  that  is  not  in  this  statement  about  the 
surgical  fees.  I  have  given  this  a  lot  of  thought  as  a  layman  from  the 
outside.  I  think  what  we  should  have  is  a  reasonable  fee  schedule 
for  a  larger  geographical  area  than  the  county  as  we  have  it  in  the  New 
York  City  area  at  the  present  time. 

This  may  be  a  help  to  expediting  the  whole  matter  of  treatment  by 
the  doctors. 

DRUGS  BY  GENERIC  TERM 

We  hope  that  this  committee  will  give  serious  consideration  to  the 
President's  suggestion  to  have  drugs  included  by  their  generic  term. 
We  find  in  many  cases  of  chronic  heart  disease,  arthritic  diseases  and 
such  that  require  constant  medication,  that  these  costs  have  risen 
tremendously. 

If  the  committee  is  not  desirous  of  including  these  items  under  sup- 
plementary plan  B,  perhaps  legislation  enabling  the  Department  of 
Health,  Education,  and  Welfare  to  establish  drugstores  or  permit 
medicare  patients  to  purchase  their  drugs  at  various  Federal  hospitals 
and  installations,  once  again  under  their  generic  term,  would  partially 
alleviate  the  problem. 

MEDICARE  FOR  THE  DISABLED  AND  THE  SURVIVORS 

We  are  fully  in  favor  of  the  President's  recommendation  to  include 
in  the  medicare  program  the  disabled.  In  our  opinion  also  the  health 
of  the  survivors  should  be  protected  by  medicare. 

In  conclusion,  we  would  hope,  Mr.  Chairman,  that  you  and  your  dis- 
tinguished committee  will  give  serious  consideration  to  all  aspects  of 
our  presentation. 

Thank  you  for  your  courtesy  and  attention. 

The  Chairman.  We  thank  you,  Mr.  Flynn  and  Mr.  Lichtenstein  for 
coining  to  the  committee  this  morning. 

Are  there  any  questions  ?   If  not,  we  thank  you  very  much. 

Mr.  Flynn.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  The  National  Association  of  State  Mental  Health 
Program  Directors,  the  American  Psychiatric  Association,  and  the 
National  Association  of  Private  Psychiatric  Hospitals  represented  by 
Dr.  Ganser  and  Dr.  Gibson. 

Dr.  Ganser,  are  you  delivering  the  statement  ? 
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STATEMENTS  OF  DR.  LEONARD  GANSER,  VICE  PRESIDENT, 
NATIONAL  ASSOCIATION  OE  STATE  MENTAL  HEALTH  PROGRAM 
DIRECTORS  AND  DR.  ROBERT  GIBSON,  AMERICAN  PSYCHIATRIC 
ASSOCIATION  AND  NATIONAL  ASSOCIATION  OF  PRIVATE  PSY- 
CHIATRIC HOSPITALS;  ACCOMPANIED  BY  HARRY  SCHNIBBE, 
EXECUTIVE  DIRECTOR,  NATIONAL  ASSOCIATION  OF  STATE  MEN- 
TAL HEALTH  PROGRAM  DIRECTORS,  AND  MARGO  COHN 

Dr.  Ganser.  Yes,  sir. 

The  Chairman.  If  you  will  identify  yourself  for  the  record  and 
those  at  the  table  with  you  we  will  be  glad  to  recognize  you,  sir. 

Dr.  Ganser.  I  am  Dr.  Leonard  Ganser,  director  of  the  Division  of 
Mental  Hygiene  of  the  Department  of  Public  Welfare  of  the  State 
of  Wisconsin  and  also  vice  president  of  the  National  Association  of 
State  Mental  Health  Program  Directors. 

We  wish  to  thank  you  for  the  opportunity  to  appear  before  this 
committee  with  reference  to  H.R.  5710.  In  the  interest  of  saving 
time  this  testimony  will  combine  the  testimony  of  three  organizations, 
the  National  Association  of  Private  Psychiatric  Hospitals,  the  Ameri- 
can Psychiatric  Association,  and  the  National  Association  of  State 
Mental  Health  Program  Directors. 

With  your  permission,  I  would  like  to  ask  Dr.  Robert  Gibson,  the 
medical  director  of  the  Sheppard  &  Enoch  Pratt  Hospital  in  Towson, 
Md.,  to  give  a  statement  which  represents  the  statement  of  the  Na- 
tional Association  of  Private  Psychiatric  Hospitals  and  the  APA. 

The  Chairman.  Dr.  Gibson. 

STATEMENT  OF  ROBERT  W.  GIBSON,  M.D. 

Dr.  Gibson.  I  am  honored  to  have  this  opportunity,  Mr.  Chairman, 
to  speak  to  you  in  behalf  of  the  American  Psychiatric  Association, 
whose  15,000  members  have  the  primary  responsibility  for  the  medical 
treatment  of  the  mentally  ill  in  our  country,  and  to  speak  on  behalf 
of  the  National  Association  of  Private  Psychiatric  Hospitals,  whose 
136  member  hospitals  have  the  primary  responsibility  for  the  private 
hospital  care  of  the  mentally  ill. 

I  should  like  first  to  express  the  gratitude  of  our  profession  for  the 
very  significant  progress  that  has  been  made  of  the  inclusion  of  broad 
benefits  for  the  treatment  of  the  elderly  mentally  ill  under  Public 
Law  89-97. 

The  psychiatric  profession  has  hailed  as  a  major  breakthrough  those 
provisions  of  both  title  XVIII  and  title  XIX  that  permit  treatment 
of  the  mentally  ill  person  over  65,  in  a  general  hospital,  a  private 
psychiatric  hospital,  a  State  mental  hospital,  or  a  community  mental 
health  center. 

In  short,  these  provisions  make  it  possible  for  the  psychiatrist  to 
utilize  the  full  range  of  modern  psychiatric  facilities  for  the  treatment 
of  the  older  patient. 

So,  gentlemen,  when  I  speak  of  our  disappointment  with  some  of  the 
provisions  regarding  the  mentally  ill,  and  our  hope  that  these  provi- 
sions can  be  modified,  I  should  like  to  make  it  clear  that  psychiatrists 
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are  appreciative  of  the  progress  that  has  been  made  in  providing  bene- 
fits for  the  treatment  of  mental  illness  in  our  older  citizens. 

But,  we  are  particularly  concerned  by  the  severe  restrictions  of  title 
XIX  imposed  on  the  treatment  of  the  mentally  ill  person  under  65. 

Let  me  briefly  review  the  benefits  for  the  mentally  ill  under  title 
XIX.  For  the  person  over  65,  deemed  medically  indigent,  State  plans 
can  supplement  title  XVIII  by  meeting  the  cost  of  deductibles,  by 
going  beyond  the  90-day  limit  for  a  single  spell  of  illness,  and  by  going 
beyond  the  190-day  lifetime  limitation  for  psychiatric  care. 

Such  patients  may  be  treated  in  an  institution  for  the  mentally  ill  or 
in  the  psychiatric  unit  of  a  general  hospital.  These  are  the  persons 
over  65. 

Title  XIX  also  provides  medical  assistance  for  persons  under  65 
who  are  in  families  with  dependent  children,  are  blind,  or  are  perma- 
nently and  totally  disabled  and  whose  income  and  resources  are  insuffi- 
cient to  meet  the  costs  of  necessary  medical  services.  Recipients  under 
the  age  of  65  may  receive  in-patient  psychiatric  treatment  but  only  on 
the  psychiatric  unit  of  a  general  hospital.  They  may  not  receive  such 
treatment  in  a  mental  institution,  whether  it  be  a  public  or  private 
mental  hospital,  or  even  a  community  mental  health  center. 

This  limitation  is  highly  objectionable.  Not  a  single  State  in  our 
country  has  a  sufficient  number  of  psychiatric  units  in  general  hospi- 
tals to  treat  the  persons  now  eligible  for  benefits  under  title  XIX. 
Many  States  have  virtually  no  psychiatric  units  in  general  hospitals. 

Let  me  be  specific.  The  most  recent  surveys  of  the  American 
Psychiatric  Association  show  that  there  are  no  psychiatric  units  in 
general  hospitals  in  Alaska  and  Wyoming ;  only  one  unit  in  a  general 
hospital  in  Delaware,  Idaho,  Maine,  and  New  Hampshire;  only  two 
units  in  Arkansas,  Hawaii,  Montana,  Rhode  Island,  Vermont,  Arizona, 
and  New  Mexico;  and  only  three  units  in  Nevada,  South  Dakota,' 
Mississippi,  and  Oregon.  These  17  States  have  only  a  handful  of  beds 
that  could  begin  to  treat  the  patients  eligible  under  title  XIX. 

Furthermore,  the  psychiatric  unit  of  a  general  hospital  provides 
only  a  limited  spectrum  of  care.  Such  services  are  primarily  diag- 
nostic and  limited  to  brief  stay,  usually  measured  in  days.  They  sel- 
dom have  the  full  range  of  specialized  mental  health  professionals 
needed  to  rehabilitate  the  patient  suffering  from  a  psychiatric  illness. 
The  shortage  of  facilities  equipped  and  staffed  to  treat  children  is 
particularly  severe. 

I  want  to  emphasize  that  the  psychiatric  unit  of  a  general  hospital 
does  serve  a  valuable  function  in  the  treatment  of  the  mentally  ill,  but 
it  has  a  specialized  role  and  cannot  be  considered  an  equivalent  or  a 
substitute  for  the  programs  of  the  State  hospitals,  the  private  psychi- 
atric hospitals  or  the  community  mental  health  centers. 

We  do  not  ask  you  to  include  more  persons  under  title  XIX.  We 
do  not  even  ask  you  to  expand  the  benefits  under  title  XIX.  We  do 
ask  that  you  make  it  possible  for  eligible  persons  to  get  the  treatment 
to  which  they  are  already  entitled.  To  do  this,  you  must  include  all 
the  properly  qualified  institutions.  We  want  the  definition  of  a  hos- 
pital to  include  the  public  mental  hospital,  the  private  psychiatric 
hospital,  and  the  community  mental  health  center. 
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This  would  mean  deleting  the  phrase  that  is  a  limiting  phrase 
saying,  "other  than  services  in  an  institution  for  *  *  *  mental  dis- 
eases."   Public  Law  89-97,  title  XIX,  section  1950  (a)  (1). 

Treatment  in  a  public  mental  hospital,  a  private  psychiatric  hos- 
pital and  the  community  mental  health  center  was  included  by  the 
Congress  under  title  XVIII,  and  the  failure  to  do  so  under  title  XIX 
is  fundamentally  inconsistent  and  wholly  out  of  tune  with  the  new 
approach  implicit  in  community  psychiatry  which  the  Congress  has 
so  vigorously  supported. 

I  would  now  like  to  address  myself  briefly  to  title  XVIII,  which 
does  provide  broad  benefits  for  the  mentally  ill  person  over  65.  Un- 
der the  supplementary  medical  insurance  benefits  for  the  aged,  out- 
patient treatment  may  be  paid  for  after  a  $50  deductible,  with  the 
patient  paying  20  percent,  and  with  no  top  limit. 

But,  in  the  case  of  psychiatric  outpatient  treatment,  the  patient 
must  pay  50  percent  after  the  deductible,  and  there  is  a  top  limit  of 
$250.  This  limitation  seriously  curtails  outpatient  psychiatric  treat- 
ment for  the  aged  patient.  Many  elderly  patients  can  be  successfully 
treated  on  an  outpatient  basis.  If  such  treatment  is  denied  because 
of  financial  limitation,  the  inevitable  result  will  be  hospitalization. 

Such  unwarranted  hospitalization  may  not  serve  the  best  interests 
of  the  patient,  and  will  most  certainly  add  to  the  cost  of  the  hospital 
insurance  program. 

Thus  we  ask  for  the  elimination  of  discriminatory  provisions  limit- 
ing outpatient  psychiatric  care  for  the  treatment  of  the  aged  under 
title  XVIII.    This  would  mean  deleting  the  phrase : 

(c)  Notwithstanding  any  other  provision  of  this  part,  with  respect  to  expenses 
incurred  in  any  calendar  year  in  connection  with  the  treatment  of  mental, 
psychoneurotic  and  personality  disorders  as  an  individual  who  is  not  an  in- 
patient of  a  hospital  at  the  time  such  expenses  are  incurred,  there  shall  be  con- 
sidered as  incurred  expenses  for  purposes  of  subsections  (a)  and  (b)  only 
whichever  of  the  following  amounts  is  smaller:  (1)  $312.50  or  (2)  62y2  percent 
of  such  expenses,  P.L.  89-97,  Title  XVIII,  Section  1833,  (c) . 

Again  addressing  myself  to  title  XVIII,  there  is  a  190-day  lifetime 
limit  placed  on  treatment  in  a  psychiatric  hospital.  Xo  such  limit  is 
placed  on  treatment  in  a  general  hospital,  even  if  such  treatment  in  the 
general  hospital  is  for  a  psychiatric  illness.  It  makes  no  sense  to  force 
a  patient,  after  an  arbitrary  period  of  time,  190  days,  to  shift  from 
one  institution  to  another  for  the  treatment  of  the  same  mental  ill- 
ness.   And  that  is  exactly  what  can  happen. 

We  realize  that  the  190-day  lifetime  limitation  grew  out  of  the  fear 
that  psychiatric  treatment  of  the  aged  is  generally  just  custodial,  but 
the  facts  show  that  such  an  assumption  is  totally  unfounded. 

Studies  which  I  have  conducted  of  aged  patients  in  private  psychi- 
atric hospitals  indicate  that  approximately  80  percent  of  these  patients 
improve  sufficiently  within  60  days  to  return  to  their  homes. 

Therefore,  we  ask  you  to  eliminate  the  190-day  lifetime  limit  on 
treatment  in  a  psychiatric  hospital  under  title  XVIII.  This  would 
mean  deleting  the  phrase  "(3)  inpatient  psychiatric  hospital  services 
furnished  to  him  after  such  services  have  been  furnished  to  him  for 
a  total  of  190  days  during  his  lifetime. Public  Law  89-97,  title 
XVIIL  section  1812(b). 
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At  the  very  least  we  urge  that  immediate  studies  of  psychiatric 
hospital  utilization  be  made  because  we  are  convinced  that  these 
studies  will  show  that  the  190-day  lifetime  limit  is  unwarranted.  Our 
professional  psychiatric  associations  pledge  their  cooperation  in  mak- 
ing such  studies. 

In  conclusion,  let  me  repeat  that  the  American  Psychiatric  Asso- 
ciation and  the  National  Association  of  Private  Psychiatric  Hospitals, 
consider  this  legislation  a  momentus  advance  in  meeting  the  health 
needs  of  the  American  people.  But,  at  the  same  time,  we  cannot  rest 
until  our  mentally  ill  citizens  are  accorded  the  same  identical  benefits 
provided  for  citizens  who  suffer  from  other  illness.  We  do  not  ask 
that  more  persons  be  included  under  title  XIX  nor  do  we  ask  that 
more  benefits  be  granted. 

We  ask  simply  that  the  Congress  amend  the  social  security  legis- 
lation so  that  all  qualified  institutions — State  and  private  mental 
hospitals,  and  community  mental  health  centers — can  provide  the 
psychiatric  treatment  so  desperately  needed. 

We  ask  that  title  XVIII  be  amended  to  permit  outpatient  treat- 
ment for  a  psychiatric  illness  to  be  carried  out  on  the  same  basis  as 
treatment  for  any  other  illness.  We  ask  that  the  190-day  lifetime 
restriction  on  treatment  of  the  aged  in  a  psychiatric  hospital  be 
eliminated. 

We  ask  for  no  special  privileges,  but  we  do  ask  for  an  insurance  and 
benefit  system  that  would  enable  the  profession  of  psychiatry  to  pro- 
vide the  right  kind  of  treatment,  at  the  right  time,  and  at  the  right 
place,  for  all  persons  deemed  eligible  for  health  benefits. 

Our  associations  pledge  their  wholehearted  support  and  coopera- 
tion to  the  Congress  and  to  the  public  and  private  agencies  in  making 
such  an  equitable  system  fully  workable  and  maximally  effective. 
This  is  the  principle  on  which  we  stand,  and  we  hope  we  have  your 
sympathetic  ear. 

Now,  Mr.  Chairman,  Dr.  Ganser  will  complete  our  statement. 

The  Chairman.  Dr.  Ganser. 

STATEMENT  OF  LEONARD  GANSER,  M.D.— Resumed 

Dr.  Ganser.  Mr.  Chairman,  I  would  like  to  identify  two  other 
people  here  at  the  table  before  I  proceed.  Mr.  Harry  Schnibbe,  who 
is  the  executive  director  of  the  National  Association  of  State  Mental 
Health  Program  Directors,  and  Margo  Cohn  of  his  staff. 

I  am  representing  the  directors  of  programs  for  the  mentally  ill 
and  retarded  in  the  54  States  and  territories. 

The  State  mental  health  directors  administer  over  1,100  hospitals, 
training  schools  for  the  retarded,  community  mental  health  centers, 
clinics,  aftercare  facilities  and  psychiatric  training  and  research  in- 
stitutions; 1.5  million  mentally  disordered  persons  are  treated  in  our 
facilities  annually. 

We  employ  284,000  persons  and  our  annual  operating  and  capital 
budgets  total  $2.3  billion,  which  is  larger  than  the  1968  combined 
administrative  budgets  of  the  U.S.  Departments  of  State,  Justice, 
Labor,  and  Post  Office. 
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PROPOSED  AMENDMENT 

We  propose  an  amendment  to  title  XIX  of  the  Social  Security  Act 
as  follows : 

In  Public  Law  89-97,  at  the  end  of  section  1905(a)  (1),  after  "in- 
patient hospital  services",  strike  out  the  phrase,  "(other  than  services 
in  an  institution  for  tuberculosis,  or  mental  diseases)". 

This  amendment  would  not  change  the  eligibility  provisions  of 
title  XIX  coverage.  It  would  not  expand  any  benefits  now  available 
under  title  XIX  (mental  illness  is  now  treatable  with  Federal  assist- 
ance.) 

It  would  simply  broaden  the  availability  of  treatment  for  those 
already  eligible  by  removing  the  exclusion  against  hospitals  that  spe- 
cialize in  treatment  of  mental  illness  (or  tuberculosis). 

THE  PRESENT  LAW 

Title  XIX  now  provides  Federal  assistance  for  medical  treatment 
of  the  medically  indigent  (a)  aged,  (h)  blind,  (c)  disabled,  and  (d) 
families  of  dependent  children. 

Under  title  XIX  the  aged  are  given  full  inpatient  psychiatric  cov- 
erage in  public  and  private  psychiatric  hospitals  as  well  as  in  psy- 
chiatric units  of  general  hospitals.  They  are  also  eligible  for  full 
outpatient  treatment. 

However,  the  other  three  assistance  groups  (the  blind,  the  dis- 
abled, and  the  dependent  children  families)  are  excluded  from  in- 
patient treatment  in  a  specialty  hospital. 

They  can  receive  inpatient  treatment  only  in  a  general  hospital. 

SHORTCOMINGS  IN  LAW 

There  are  several  inconsistencies  in  the  title  XIX  exclusion. 

First.  In  terms  of  availability  of  inpatient  treatment  service — there 
are  probably  less  than  20,000  beds  being  used  for  psychiatric  inpatient 
treatment  in  general  hospitals. 

On  the  other  hand,  in  public  hospitals  for  the  mentally  ill  and  men- 
tally deficient  there  are  665,000  available  beds. 

Dr.  Gibson  has  described  to  you  the  severely  limited  general  hospital 
psychiatric  facilities  in  some  20  States. 

May  I  add  to  that  this  information:  In  the  3,500  small  general 
hospitals  in  this  country — that  is  hospitals  with  less  than  100  beds — 
there  are  only  seven  psychiatric  treatment  units. 

If  the  Congress  is  going  to  offer  support  of  treatment  for  mental 
illness,  then  it  appears  totally  inconsistent  to  exclude  two  sources 
(the  private  and  public  psychiatric  hospital)  that  offer  35  times  more 
available  treatment  capacity  than  the  one  authorized  source,  the  gen- 
eral hospital. 

Second.  In  terms  of  continuity  of  service  many  of  the  chronically 
mentally  ill  need  intensive  treatment  over  a  period  of  time  more  ex- 
tended than  that  provided  in  a  general  hospital. 

As  Dr.  Gibson  has  pointed  out,  the  general  hospital  provides  largely 
diagnostic  and  acute  treatment  service. 

The  average  length  of  stay  in  a  general  hospital  psychiatric  unit 
is  17  days. 
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And  over  25  percent  of  all  patients  admitted  are  eventually  re- 
admitted for  further  treatment. 

The  "specialty"  hospitals  (both  private  and  public)  are  designed, 
staffed,  and  equipped  to  provide  a  continuity  of  care  for  people  with 
all  ranges  and  severity  of  mental  illness  and  mental  deficiency. 

We  treat  the  acutely  ill  and  the  chronically  ill ;  the  psychotic,  the 
neurotic;  adults  and  children;  the  alcoholic,  the  aged,  and  the 
disabled. 

We  are  "specialty"  hospitals  whose  treatment  programs  are  com- 
pletely focused  on  alleviating  disorders  of  the  mind.  It  makes  no 
sense  at  all,  to  us,  for  the  Congress  to  prohibit  the  treatment  of  persons 
with  mental  disorders  in  facilities  whose  sole  purpose  is  the  treatment 
of  mental  disorders. 

This  is  an  inconsistency  difficult  for  use  to  fathom. 

ANOTHER  INCONSISTENCY 

It  is  worthwhile  to  note  that  some  $150  million  in  Federal  money 
will  be  invested  this  year  in  public  and  private  psychiatric  hospitals. 

For  the  Federal  Government  to  lend  extensive  financial  support  to 
State  and  private  hospitals  and  then  deny  access  to  these  hospitals 
to  recipients  of  Federal  assistance  is  an  incomprehensible  inconsistency. 

In  the  prepared  material  there  is  a  table  indicating  this  $150  million 
which  I  would  like  to  merely  submit  for  the  record. 

(The  information  referred  to  follows :) 

FEDERAL  MONEY  DISTRIBUTION  TO  PUBLIC  AND  PRIVATE  PSYCHIATRIC  HOSPITALS 

The  aforementioned  $150  million  will  be  invested  in  public  and  private  psychi- 
atric hospitals  in  the  following  manner : 

Millions 


Hospital  improvement  grants   $18 

Department  of  Defense  dependents  :  Medical  care  program   1 13 

Training  (in  service)   12 

Hill-Burton    4 

OEO  (Vista,  etc.)   8 

Community  mental  health  services  (Public  Law  89^-749)   7 

Community  mental  health  centers   50 

Community  mental  health  staffing   46 

Total   158 


1  Estimated. 

HOW  MANY  AFFECTED  BY  DISCRIMINATION? 

Dr.  Ganser.  A  most  logical  question  by  members  of  this  commit- 
tee would  be :  How  many  persons  suffering  from  mental  disorder  are 
affected  by  these  discriminatory  provisions  in  title  XIX,  and  if  it 
were  removed  what  would  it  cost  to  provide  them  treatment? 

We  have  some  information  on  how  many  persons  are  suffering  from 
mental  disorders  who  are  receiving  assistance  under  title  IV,  X,  and 
Federal  aid  under  the  three  pertinent  public  assistance  categories, 
other  than  "aged." 

There  are  367,243  persons  presently  diagnosed  as  suffering  from 
mental  disorders  who  are  receiving  assistance  under  titles  IV,  X,  and 
XIV  of  the  Social  Security  Act. 
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All  of  these  persons  would  become  eligible  for  treatment  in  hos- 
pitals for  mental  diseases  under  our  proposed  amendment.  At  the 
same  time  they  can  receive  inpatient  psychiatric  treatment  only  in  a 
general  hospital  and  have  the  Federal  Government  support  part  of 
their  treatment  costs. 

We  do  not  know  precisely  how  many  medically  indigent  persons 
"related"  to  the  public  assistance  categories,  blind,  permanently  and 
totally  disabled,  families  of  dependent  children,  might  be  seeking 
treatment  for  mental  disorders. 

However,  we  are  able  to  estimate  the  total  number  of  "categorically 
related"  medically  indigent  persons  (who  can  be  expected  to  require 
treatment  for  mental  disorder.) 

The  records  of  several  of  our  States  indicate  that  the  ratio  of  medi- 
cally indigent  persons  who  are  "related"  to  the  three  pertinent  public 
assistance  categories — blind,  disabled,  dependent  children — but  who 
are  not  now  receiving  any  public  assistance  is :  1  to  1. 

In  other  words,  for  every  blind  person  receiving  title  X  Federal 
assistance,  there  is  another  blind  person  not  receiving  public  assistance, 
but  who  is  "medically  indigent"  as  defined  by  State  law.  If  the  1* 
to-1  ratio  is  correct  and  if  it  also  holds  for  mental  disorders,  then  we 
are  talking  about  a  group  of  people  totaling  twice  367,243 — or  a  grand 
total  of  734,486  persons. 

With  reference  to  those  known  to  be  suffering  from  mental  disorders, 
now  receiving  public  assistance,  we  again  have  a  page  of  material  Mr. 
Chairman,  that  we  would  like  to  submit  for  inclusion  in  the  record. 

The  Chairman.  All  of  this  material  will  be  included  in  the  record. 

(The  material  referred  to  follows :) 

Title  IV. — Aid  to  families  of  dependent  children 
Father — Not  working  due  to  major  impairment  of  mental,  psycho- 


neurotic, and  personality  disorders   23,  330 

Mother : 

In  home  but  not  employed  because  of  mental  disability   30,  000 

In  mental  institution   5,  371 

Child : 

Suffering  from  mental  retardation   72,  303 

Suffering  from  emotional  and  other  nervous  disorders   92,  468 


Subtotal    223,472 


Title  X. — Aid  to  the  Mind 

Mental  retardation  4,394 

Psychosis,  psychoneurosis,  or  personality  disorder  1,  974 


Subtotal  6,  323 

Title  XIV. — Aid  to  the  permanently  and  totally  disabled 

Primary  impairment : 

Mental  retardation   61,  695 

Schizophrenia,  psychoneurotic  disorders,  and  other  psychosis   46,  860 

Secondary  impairment : 

Mental  retardation   12,330 

Schizophrenia,  psychoneurotic  disorders,  and  other  psychosis   16,  563 


Subtotal    137,448 


Total   367,243 
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COST  OF  THE  AMENDMENT 

Dr.  Ganser.  The  proposed  amendment  adds  no  new  benefits  and  in- 
cludes no  persons  not  already  eligible  for  medical  aid  under  Public 
Law  89-97.  Any  person  now  presently  eligible  for  medical  aid  under 
title  XIX,  who  becomes  mentally  ill  and  requires  inpatient  treat- 
ment, can  be  treated  for  about  $45  per  day  in  one  of  the  20,000  beds 
available  in  psychiatric  wards  in  general  hospitals. 

He  can  be  treated  providing:  (a)  he  lives  near  one  of  the  465  gen- 
eral hospitals  in  the  United  States  that  operates  psychiatric  facilities, 
and  (b)  space  is  available,  and  (c)  he  does  not  require  extended 
treatment. 

Otherwise  that  mentally  ill  person  is  unable  to  take  advantage  of 
the  aid  now  offered  under  title  XIX. 

On  the  other  hand  the  private  and  public  hospitals  specializing  in 
treatment  of  mental  disorders  have  almost  700,000  beds  available — 
with  no  waiting  lists — in  every  part  of  the  country. 

With  the  adoption  of  our  amendment  eligible  title  XIX  medical 
aid  recipients  would  also  be  able  to  utilize  the  services  of  public  and 
private  psychiatric  hospitals  and  receive  benefits  there. 

The  costs  in  the  public  hospitals  generally  averages  less  than  $12  per 
patient-day — In  the  private  hospitals  the  average  cost  is  less  than  $30 
per  patient-day.  At  the  same  time,  the  quality  of  the  acute  or  inten- 
sive treatment  programs  in  most  public  and  private  hospitals  for 
mental  disorders  compares  favorably  to  that  provided  in  the  psychiat- 
ric section  of  a  general  hospital,  considering,  especially,  the  rather  spe- 
cialized nature  of  the  treatment  afforded  in  general  hospitals,  as  con- 
trasted to  the  broad  range  of  treatment  services  available  in  mental 
hospitals. 

There  is  another  factor  that  must  be  considered  involving  cost  of 
treatment  to  the  individual  patient.  It  must  not  be  assumed  by  the 
Congress  that  by  paying  for  care  in  a  State  mental  hospital  the  Fed- 
eral money  is  merely  displacing  State  money.  An  individual  patient 
— or  certain  members  of  his  family —  is  held  liable  for  payment  for 
services  provided  in  most  State  hospitals,  and  this  liability  follows  the 
patient  after  his  discharge. 

Federal  assistance  in  providing  the  resource  for  payment  of  the 
medical  costs  incurred  by  a  mentally  ill  indigent  person  who  is  treated 
in  a  public  mental  hospital  is  providing  a  direct  benefit  to  the 
indivdual. 

Acceptance  of  the  amendment  we  have  offered  today  benefits  the 
medically  indigent  sick  person — not  the  State. 

CONCLUSION 

Mr.  Chairman,  the  State  mental  health  directors  as  far  back  as  May 
12,  1961,  publicly  asked  the  Congress  to  eliminate  from  the  Social 
Security  Act  all  discriminatory  provisions  against  the  treatment  of 
mental  disorders. 

Following  our  action  the  Governor  of  California  called  upon  all  the 
other  Governors  to  join  him  in  getting  the  exclusions  against  mental 
hospitals  removed  from  the  act.  Over  the  next  several  years  Senators 
Long  of  Louisiana  and  Carlson  of  Kansas  tried  and  failed  to  get  the 
discriminatory  provisions  removed. 
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Senate  amendments,  removing  the  exclusions,  were  included  in  H.R. 
11865,  the  Social  Security  Act  Amendments  of  1964.  They  failed  in 
conference  with  the  House. 

Finally  in  the  89th  Congress,  Public  Law  89-97,  most  of  the  exclu- 
sions were  removed  and  the  action  for  their  removal  originated  in  this 
committee.  The  last  vestiges  of  discrimination  in  Federal  welfare 
programs  against  patients  in  specialty  hospitals  remain  in  section  1905 
of  Public  Law  89-97. 

There  are  other  discriminatory  provisions  in  title  XVIII  that  Dr. 
Gibson  has  called  to  your  attention. 

But,  we  ask  you,  at  this  time,  to  take  at  least  this  one  step,  and  re- 
move once  and  for  all  the  remaining  provision  in  title  XIX  that  is 
prejudicial  to  full,  immediate,  and  good  quality  treatment  of  mental 
disorders  among  the  medically  indigent. 

Mr.  Chairman,  we  ask  that  your  committee  give  favorable  consid- 
eration to  our  proposed  amendment. 

The  Chairman.  We  thank  you,  Dr.  Ganser  and  Dr.  Gibson,  for 
bringing  your  statements  to  the  committee  this  morning. 

Are  there  any  questions  of  these  gentlemen  ? 

Thank  you  very  much. 

Dr.  Ganser.  Thank  you. 

(The  following  letters  were  received  by  the  committee :) 

National  Association  of  State  Mental 

Health  Program  Directors, 
Washington,  D.C.,  March  17,  1967. 

Hon.  Wilbur  Mills, 
House  Office  Building, 
Washington,  D.C. 

Dear  Congressman  Mills  :  We  appreciate  the  attention  which  you  gave  to  the 
testimony  of  Dr.  Ganser  on  behalf  of  our  Association  on  March  13. 

As  you  will  remember  Dr.  Ganser  proposed  an  amendment  to  Title  19  of  the 
Social  Security  Act  to  remove  a  provision  that  is  discriminatory  against  public 
and  private  psychiatric  hospitals. 

As  Dr.  Ganser  pointed  out,  this  severe  discrimination  works  against  both 
the  best  interests  of  the  mentally  ill  patient  and  the  federal  medicaid  program. 

Your  committee  in  the  past  has  led  the  way  in  removing  the  discriminatory  pro- 
visions against  mental  disorders  in  federal  health  legislation.  Will  you  help  us 
to  remove  this  last  vestige  of  discrimination  in  Title  XIX? 

A  copy  of  our  proposed  amendment  is  enclosed. 
Sincerely, 

William  E.  Schumacher,  M.D., 
President;  Director,  Bureau  of  Mental  Health,  State  of  Maine. 

Amendment  to  the  Social  Security  Act  Proposed  by  National 
Association  of  State  Mental  Health  Program  Directors 

The  Social  Security  Act,  Title  XIX,  Section  1905  reads  in  pertinent  rart  as 
follows  : 

"Sec.  1905.  For  purposes  of  this  title — 

"(a)  The  term  "medical  assistance"  means  payment  of  part  or  all  of  the 
cost  of  the  following  care  and  services.  .  .  . 

"(1)  inpatient  hospital  services  (other  than  services  in  an  institution 
for  tuberculosis  or  mental  diseases)  ;" 


It  is  proposed  that  the  following  phrase  be  stricken  out :  "(other  than  services 
in  an  institution  for  tuberculosis  or  mental  diseases)  " 
This  Section  1905  (a)(1)  would  read  simply : 
( 1 )  inpatient  hospital  services ; 
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American  Psychiatric  Association, 

Washington,  D.C.,  April  12, 1967. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Ways  and  Means  Committee,  House  of  Representatives, 
Washington,  D.C. 

Dear  Mr.  Mills  :  This  letter  addresses  itself  to  proposals  to  amend  Title  XVIII 
of  the  Social  Security  Act  to  provide  for  payment  for  psychologists'  services  under 
the  program  of  supplemental  medical  insurance  benefits  for  the  aged.  At  present 
these  services  are  reimbursable  only  if  they  are  incidental  to  a  physician's  serv- 
ice or  are  performed  on  referral  from  a  physician. 

Our  Association  cannot  support  this  amendment,  though  our  opposition  in 
no  wise  demeans  the  vital  role  of  psychological  services  in  the  Medicare  Program. 
We  seek  meaningful  collaboration  with  them  in  all  possible  ways  to  further  the 
national  program  to  combat  the  mental  illnesses,  and  we  use  the  term  "meaning- 
ful collaboration"  advisedly. 

There  are  many  kinds  of  professionals  who  play  a  vital  role  in  our  field. 
Among  them  are  clinical  psychologists.  There  is  also  the  clergyman  who  coun- 
sels his  disturbed  parishioner,  the  lawyer  who  seeks  to  reconcile  a  couple  on  the 
verge  of  divorce,  the  social  worker  who  strives  to  knit  together  a  shattered 
family,  the  teacher  who  fosters  the  growth  of  a  troubled  pupii,  Lot  to  motion 
a  range  of  vocational,  educational,  and  personnel  counselors  and  others  who 
work  to  bring  troubled  people  into  better  rapport  with  the  world  about  them. 

Moreover,  each  has  a  certain  kind  of  professional  training  and  competence. 
If  the  psychologists  are  to  be  singled  out  for  independent  status  in  the  Medicare 
Program  in  the  context  of  an  amendment,  then  why  not  several  others  by 
extension?   If  that  were  to  happen,  "Medicare"  would  become  "Sociocare." 

The  real  issue,  as  we  see  it,  is  not  whether  the  psychologists  are  to  play  an 
ever  more  telling  role  in  combatting  the  mental  illnesses  in  Medicare  and  other 
programs  across  the  board  and  be  properly  compensated  for  their  services.  It  is 
rather  whether  we  are  going  to  continue  to  rely  on  medical  services  in  the 
treatment  of  mental  illnesses  as  the  primary  framework  within  which  we  will 
carry  on  the  struggle  to  overcome  them;  or,  to  put  it  another  way,  whether 
Medicare  as  a  medical  program  for  the  aged  is  to  transmute  into  a  non-medical 
program. 

There  is  a  significant  body  of  thought  within  the  ranks  of  clinical  psychology 
which  questions  the  validity  of  traditional  reliance  on  the  medical  service  system 
altogether.  Its  exponents  would  remove  the  training  of  clinical  psychologists 
from  medical  settings  where  it  takes  place  at  present  and  establish  a  wholly  in- 
dependent curriculum  content  and  methodology.  They  would  substitute  for 
general  hospitals  and  medical  service  what  they  sometimes  called  the  "human 
effectiveness  model,"  and  they  would  establish  independent  and  "pure"  psycho- 
logical services  for  dealing  with  many  of  the  mental  illneses.  As  we  see  it, 
such  conceptual  initiative  is  reflective  of  a  vigorous,  dynamic,  and  burgeoning 
young  science  to  be  applauded  and  encouraged.  But  one  may  understandably 
be  circumspect  about  translating  such  new  and  untested  concepts  into  actual 
services  for  the  mentally  sick  people. 

There  is  also  the  simple  and  inescapable  fact,  always  with  us.  that  hundreds 
of  thousands  of  mentally  ill  people  do  actually  need  medication  and  other  medical 
treatments  and  hospitalization.  For  this  reason  alone,  it  is  impossible  for  us 
to  entertain  the  proposition  that  non-medically  trained  persons  should  inde- 
pendently engage  in  a  practice  without  referrals  by  physicians  who  continue 
to  collaborate  with  other  professions. 

We  would  instead  vigorously  urge  that  the  promise  of  the  future  lies  in  making 
'meaningful  collaboration"  among  the  several  professions  concerned  ever  more 
meaningful,  and  psychiatry  will  not  be  found  wanting  in  furthering  this  end. 
Sincerely, 

Harvey  J.  Tompkins,  M.D., 

President. 
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State  of  Rhode  Island  and  Providence  Plantations, 

Department  of  Social  Welfare, 

Providence,  R.I.,  March  27, 1967. 

Hon.  Wilbur  Mills. 

House  Office  Building,  Washington,  D.C. 

Dear  Congressman  Mills  :  The  National  Association  of  State  Mental  Health 
Program  Directors  has  proposed  an  amendment  to  the  Social  Security  Act,  Title 
XIX,  Section  1905(a)  (1).  The  proposed  amendment  would  delete  the  following 
phrase  "(other  than  services  in  an  institution  for  tuberculosis  or  mental  dis- 
eases)." This  change  would  eliminate  inconsistencies  in  the- present  law. 

The  proposed  amendment  would  not  expand  any  benefits  now  available  under 
Title  XIX  but  would  simply  broaden  the  availability  of  treatment  for  those  al- 
ready eligible  by  removing  the  exclusion  against  hospitals  that  specialize  in  the 
treatment  of  mental  diseases  or  tuberculosis. 

On  March  13,  1967  Dr.  Leonard  Ganser  appeared  before  the  House  Ways  and 
Means  Committee  in  support  of  the  amendment. 

The  Rhode  Island  Department  of  Social  Welfare  would  like  to  go  on  record 
as  endorsing  the  statement  of  Dr.  Ganser  and  supporting  the  amendment. 
Sincerely, 

Augustine  W.  Riccio,  Director. 

The  Chairman.  We  have  our  colleague,  the  Honorable  Bernie  Sisk 
present  this  morning  to  introduce  our  next  witness.  Would  you  please 
come  forward,  Mr.  Sisk?  We  are  pleased  to  have  you  with  us  this 
morning.  You  are  recognized. 

STATEMENT  OF  HON.  B.  F.  SISK,  A  REPRESENTATIVE  IN  CONGRESS 
FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Sisk.  Thank  you,  Mr.  Chairman.  I  appreciate  this  opportunity 
and  I  will  only  take  a  very  brief  time  and  then  introduce  Dr.  Chap- 
man for  a  statement  on  behalf  of  the  Optometric  Association. 

Mr.  Chairman,  while  your  hearings,  as  I  understand,  will,  of  course, 
deal  primarily  with  H.K.  5710,  your  bill,  it  is  my  understanding  that 
the  committee  will  consider  all  bills  that  have  been  referred  to  it  that 
are  designed  to  amend  the  social  security  law. 

On  January  12,  I  introduced  H.R.  1261  which  will  make  available 
to  title  XVIII  beneficiaries  the  services  of  optometrists  which  come 
within  the  scope  of  their  practice  as  defined  by  the  law  of  the  State 
in  which  the  services  were  rendered. 

There  are  some  2,500  licensed  optometrists  practicing  in  California. 
California  was  one  of  those  States  which  greatly  benefited  by  the  1950 
amendment  to  title  X  of  the  social  security  law  (aid  to  the  blind  pro- 
gram) .  Services  provided  by  our  optometrists  have  greatly  facilitated 
and  improved  the  effectiveness  of  California's  aid  to  the  blind  pro- 
gram. I  believe  beneficiaries  should  be  free  to  go  to  an  optometrist 
for  authorized  services  without  first  having  to  secure  a  certificate  from 
a  physician  or  osteopath. 

Last  week,  by  the  way,  was  designated  as  "Save  Your  Vision  Week/' 
Congress,  by  joint  resolution  approved  December  30,  1963,  requested 
the  President  to  issue  each  year  a  proclamation  designating  the  first 
full  week  of  March  as  "Save  Your  Vision  Week." 

Permit  me  to  call  your  attention  to  some  of  the  statements  in  this 
year's  Presidential  proclamation  and  I  quote : 

Every  fourth  school  child  requires  eye  care.  Every  third  serviceman  needs 
glasses.  Americans  fear  blindness  more  than  any  affliction  except  cancer.  And 
every  year  32,000  Americans  go  blind.    Aid  to  the  blind  costs  $1  billion  a  year, 
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aside  from  the  economic  loss  suffered  by  those  who  must  try  to  find  their  way 
through  lives  of  perpetual  darkness. 

Every  American  should  cherish  his  God-given  gift  of  sight,  protect  and  care 
for  his  eyes,  and  support  the  research,  diagnosis,  and  treatment  that  can  save 
vision. 

I  call  upon  doctors,  and  private  and  public  agencies  to  press  on  their  work  of 
saving,  for  us  and  our  children,  the  incomparable  blessing  of  sight. 

A  past  president  of  the  American  Optometric  Association,  W.  Judd 
Chapman,  O.D.  of  Tallahassee,  Fla.,  will  present  the  views  of  the 
association  and  answer  any  questions  you  may  have. 

I  will  not  take  more  of  the  committee's  time.  Before  closing,  I  will 
point  out  that  nine  of  my  California  colleagues  have  introduced  bills 
similar  to  mine — both  Republicans  and  Democrats.  In  fact,  one  bill 
has  been  introduced  by  a  member  of  this  committee,  my  good  friend 
from  the  35th  District,  Mr.  James  B.  Utt. 

I  hope  that  you  gentlemen  and  ladies  of  the  Ways  and  Means  will 
share  the  conviction  held  by  those  of  us  who  have  introduced  legisla- 
tion and  amend  H.R.  5710  to  provide  payment  to  optometrists  for 
services  already  authorized  under  the  act. 

And,  Mr.  Chairman,  it  gives  me  a  great  deal  of  pleasure  to  introduce 
a  very  distinguished  American,  a  very  able  practitioner,  Dr.  Chapman 
from  Florida,  who  will  make  the  presentation  on  behalf  of  the  associa- 
tion and,  if  willing,  I  would  like  to  step  away  and  I  know  Dr.  Chap- 
man will  not  mind. 

The  Chairman.  We  appreciate  your  being  with  us  this  morning, 
Mr.  Sisk. 

Mr.  Sisk.  I  appreciate  the  courtesy  of  this  committee. 

The  Chairman.  We  are  glad  to  have  you,  Dr.  Chapman.  You  are 
recognized.  If  it  is  necessary  for  you  to  omit  any  part  of  your  state- 
ment in  order  to  stay  within  the  time  assigned  to  you,  do  so  with  the 
full  knowledge  that  your  statement  and  the  material  appended  to  it 
will  be  made  a  part  of  the  record. 

STATEMENT  OF  W.  JUDD  CHAPMAN,  O.D.,  CHAIRMAN,  LEGISLA- 
TIVE COMMITTEE,  AMERICAN  OPTOMETRIC  ASSOCIATION,  AC- 
COMPANIED by  william  p.  Mccracken,  Washington 

COUNSEL 

Dr.  Chapman.  Thank  you,  Congressman  Mills.  I  would  also  like 
to  say  to  the  committee  that  with  me  at  the  desk  this  morning  is  the 
Washington  counsel  of  the  American  Optometric  Association,  Mr. 
William  P.  McCracken,  Jr. 

The  Chairman.  We  are  glad  to  have  you. 

Mr.  McCracken.  Thank  you,  sir. 

Dr.  Chapman.  I  am  Dr.  W.  Judd  Chapman,  a  practicing  optome- 
trist of  Tallahassee,  Fla.,  here  to  speak  for  the  American  Optometric 
Association.  The  association  is  composed  of  approximately  14,000 
optometrists  who  practice  in  all  the  50  States  and  the  District  of  Co- 
lumbia. A  past  president  of  the  association,  I  currently  serve  as 
chairman  of  the  committee  on  legislation. 

You  have  each  been  given  a  brochure,  "Facts  About  AOA,"  which 
contains  information  about  our  association.    The  information  is  in- 
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tended  to  supplement  my  testimony,  and  I  hope  you  will  find  time  to 
read  it. 

My  appearance  before  you  today  is  to  attempt  to  iron  out  an  impor- 
tant, but  otherwise  small,  wrinkle  in  the  medicare  legislation.  Under 
the  amendment  I  shall  submit  there  will  be  no  extra  costs  or  benefits. 
It  will  simply  provide  that  the  patient  can  go  directly  to  an  optometrist 
for  services  already  authorized  in  the  act. 

Optometric  services  are  made  available  under  title  XVIII.  But, 
despite  the  good  intentions  of  Public  Law  89-97,  beneficiaries  of  title 
XVIII  cannot  obtain  from  optometrists  services  to  which  they  are 
entitled.  And  even  if  they  could,  beneficiaries  would  first  be  required 
to  go  to  a  medical  or  osteopathic  doctor  to  certify  that  the  doctor  of 
optometry's  services  are  necessary.  As  you  can  well  imagine,  our 
patients  believe  this  to  be  a  very  ironic  situation. 

Whenever  an  optometric  claim  is  presented  for  payment,  it  invari- 
ably returns  with  the  standard  reply,  "Physician — does  not  qualify 
under  the  definition  of  the  law."  Another  way  of  saying  the  same 
thing  was  included  in  a  letter  regarding  the  Texas  medicare  program 
which  said,  "Under  the  law  only  the  services  of  a  medical  doctor  or  a 
doctor  of  osteopathy  are  included." 

I  have  seen  hundreds  of  these  rejection  letters  and  not  one  is  rejected 
for  the  reason  that  the  claim  was  for  a  procedure  excluded  under  the 
law.  A  few  agencies  have  used  as  a  reason  for  rejection,  "Medicare 
does  not  pay  for  optometrists." 

THE  INDEPENDENT  HEALTH  PROFESSIONS 

Before  going  further  into  the  legislation  before  you,  I  would  like 
to  give  you  some  background  about  the  various  professional  providers 
of  health  services.  There  are  only  four  lawful  prescribers  among  the 
health  disciplines  whose  training  is  qualified  by  the  U.S.  Office  of 
Education  and  who  are  licensed  in  every  State  and  the  District  of 
Columbia  to  examine,  prescribe,  and  correct  human  deficiencies. 
These  four  are  medicine,  dentistry,  optometry,  and  podiatry. 

The  88th  and  89th  Congresses  determined  that  each  of  these  four 
health  professions  is  critically  short  in  manpower.  All  four  profes- 
sions participate  in  the  Health  Professions  Educational  Assistance  Act 
and  subsequent  amendments. 

To  provide  the  quality  and  variety  of  health  services  envisaged  by 
congressional  enactments,  all  health  professions  must  be  used  to  their 
maximum  legal  capabilities. 

So  many  people  are  confused  by  the  terms  optometrist,  ophthalmolo- 
gist, and  optician,  that  I  have  attached  a  glossary  to  my  statement  for 
the  benefit  of  those  who  would  like  a  better  understanding  of  them. 
I  would  like  at  this  point  to  provide  you  with  some  additional  back- 
ground concerning  optometry,  as  development,  and  the  training  of  its 
students. 

EDUCATION  OF  AN  OPTOMETRIST 

The  practice  of  optometry  as  presently  constituted  has  been  deter- 
mined by  laws  regulating  and  defining  it;  by  court  decisions  inter- 
preting these  laws ;  by  custom,  practice,  and  public  opinion ;  and  by 
what  has  been  and  is  now  being  taught  in  its  schools  and  colleges. 
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Technically,  optometry  is  the  clinical  application  of  physiological 
optics,  the  science  of  vision.  Primarily  dedicated  to  the  enhancement 
of  vision,  optometry  is  also  concerned  with  the  preservation  of  vision, 
and  thus  accepts  the  responsibility  for  the  intelligent  referral  of  indi- 
viduals with  ocular  and  systematic  diseases  which  are  manifest  in  the 
eyes,  and  those  in  need  of  corrective  surgery. 

Optometric  education  today  is  based  on  a  6-year  program  of  col- 
legiate education,  divided  into  two  categories — preprofessional  and 
professional  training. 

The  preprofessional  curriculum  which  may  be  completed  at  any 
accredited  collegiate  institution,  consists  of  the  same  kinds  of  courses 
usually  taken  by  premedical  and  predental  students  and  includes: 
general  chemistry,  organic  chemistry,  analytical  geometry,  calculus, 
bacteriology,  general  physics,  psychology,  physiology,  and  biology. 
While  all  the  requisite  credit  hours  can  be  completed  in  2  years,  most 
students  need  3  years  to  obtain  all  the  courses  prerequisite  to  profes- 
sional optometry  school  admission. 

Following  admission  into  professional  training,  the  optometric 
student  is  required  to  take  4  years  of  intensive  work.  First  year  studies 
include  anatomy,  ocular  anatomy,  geometrical  and  physical  optics, 
general  and  mammalian  physiology,  physics,  and  microbiology.  The 
second  and  third  years  add  the  clinical  and  optometric  sciences  to  the 
advanced  basic  sciences. 

For  example,  a  student  learns  the  vegetative  functions  of  the  eye, 
including  such  topics  as  the  physiology  of  the  cornea  and  lids ;  char- 
acteristics of  drugs  producing  miosis,  mydriasis,  cycloplegia,  accom- 
modative spasm,  and  anesthesia  of  ocular  surfaces;  and  biochemistry 
of  the  lens,  iris,  and  pupil. 

After  study  of  normal  function,  it  is  natural  to  study  abnormal 
function  in  pathology  classes.  These  include  a  study  of  basic  patho- 
logical processes  in  human  development,  senescense,  and  disease;  a 
correlated  survey  of  disturbed  function  in  disorders  of  visceral  sys- 
tems, including  disturbances  of  electrolyte  and  fluid  balances  and 
metabolism. 

The  fourth  and  final  year  is  almost  entirely  clinical.  It  is  during 
this  year  that  the  student  applies  under  supervision  all  he  has  learned 
by  helping  patients  obtain  the  most  efficient  vision  possible. 

Other  courses  such  as  optics,  refraction,  and  the  analysis  of  clinical 
data  could  be  described,  but  I  do  not  wish  to  make  this  presentation 
too  long.  The  Ohio  State  University  School  of  Optometry  curriculum, 
attachment  D,  provides  additional  information  on  optometric  edu- 
cation. 

OPTOMETRIC  EXAMINATIONS  FOR  PATHOLOGY 

I  want  to  emphasize  that  the  optometrist  is  qualified  to  recognize 
the  presence  of  disease  by  virtue  of  his  training ;  he  performs  a  careful 
and  detailed  examination  to  detect  the  presence  of  eye  disease  or  symp- 
toms of  any  general  disease  manifested  in  the  eyes. 

First  the  optometrist  inspects  the  exterior  of  the  eyes  and  lids  and 
may  measure  pressure  within  each  eyeball.  Where  the  examination  or 
the  history  indicates  the  need,  he  investigates  the  field  of  vision.  By 
means  of  an  opthalmoscope — an  instrument  which  shines  a  bright 
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light  into  the  interior  of  the  eye — he  examines  the  optic  nerve  head 
and  determines  whether  it  presents  a  normal  appearance.  Do  the  blood 
vessels  appear  normal  or  are  they  constricted,  tortuous,  or  otherwise 
abnormal?  Have  there  been  hemorrhages?  Is  there  any  sign  of 
inflammation  ?   In  short,  is  there  any  evidence  of  pathology  % 

I  believe  this  background  information  is  important  because, 
although  section  1862(a)  (7)  of  title  XVIII  excludes  "routine  physi- 
cal checkups,  eyeglasses,  or  eye  examinations  for  the  purpose  of  pre- 
scribing, fitting,  or  changing  eyeglasses,"  there  are  many  services  of  an 
optometrist  being  provided  under  this  title  which  do  not  fall  within 
this  exclusion. 

These  optometric  services  can  be  provided  by  either  a  medical  or 
osteopathic  physician  and  surgeon,  but  because  of  the  manner  in  which 
the  law  was  drafted,  these  same  services  cannot  be  provided  by  an 
optometrist. 

It  is  both  a  legal  and  moral  responsibility  that  the  examining 
optometrist  be  qualified  to  recognize  pathology  of  the  eye.  He  will 
not  use  drugs  or  surgery  in  the  treatment  of  diseases  of  the  eye,  but  the 
optometrists  graduating  from  our  10  schools  and  colleges  of  optometry 
have  been  well  trained  to  recognize  these  diseases  so  they  can  refer 
their  patients  so  afflicted  to  appropriate  health  specialists  in  the  same 
manner  as  does  any  general  practitioner  of  medicine  or  osteopathy. 
Since  millions  of  Americans,  a  majority  of  the  public,  seek  optome- 
trists regularly  for  vision  care,  much  eye  disease  would  go  undetected 
if  the  optometrist  were  not  trained  to  identify  it. 

STATE  EXAMINES  OPTOMETRISTS  FOR  PROFICIENCY 

The  National  Board  of  Examiners  in  Optometry  (whose  annual 
examination  of  graduating  optometrists  is  accepted  for  licensure 
requirements  in  a  majority  of  the  States)  as  well  as  each  State  board  of 
optometry  requires  that  each  applicant  demonstrate  proficiency  in  the 
identification  of  both  ocular  and  systemic  diseases.  Attachment  E  of 
my  statement  lists  the  subjects  a  typical  examination  covers. 

OPTOMETRIC  SERVICES  ELIGIBLE  FOR  BENEFITS  UNDER  TITLE  XVIII 

Another  example  may  assist  you  in  understanding  the  problems  we 
encounter  under  title  XVIII.  Color  vision  testing  is  not  an  eye 
examination  for  the  purpose  of  prescribing,  fitting,  or  changing  eye- 
glasses. Some  of  these  more  complex  testing  procedures  require  45 
minutes  of  the  practitioner's  time  for  examination  and  evaluation. 

Under  the  present  law,  the  patient  of  a  medical  or  osteopathic  prac- 
titioner would  be  reimbursed  for  this  examination,  but  the  patient  of 
an  optometric  practitioner  could  not  be  similarly  reimbursed. 

Other  services  eligible  for  benefits  under  title  XVIII  for  which 
optometrists  have  been  trained  and  are  licensed  in  every  State  to  per- 
form include:  visual  field  examinations,  tonometry,  ophthalmoscopy, 
artificial  eye  fitting,  retinoscopy,  biomicroscopy,  eikonometry,  orthop- 
tics, pleoptics,  and  visual  training.  Descriptions  of  these  services  are 
provided  in  attachment  A. 
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VISION  PROBLEMS  OF  THE  AGING 

General  systemic  changes  occur  in  almost  everyone  over  age  40.  To 
offer  maximum  benefit  to  the  aging  person,  the  optometrist  must  take 
these  systemic  changes,  disorders,  and  malfunctions  into  consideration. 

Among  aging  individuals  there  is  often  a  lack  of  binocular  control  of 
the  eyes  so  a  sharp  image  cannot  be  maintained  by  both  eyes  at  the 
same  time  without  undue  effort.  The  possibility  of  a  pathological 
involvement  of  the  neuromuscular  system  greatly  increases  as  one 
grows  older.    Examination  of  the  neuromuscular  mechanism  involves : 

Fixation :  Ability  to  move  an  eye  in  order  to  place  and  maintain  the 
image  upon  the  fovea. 

Versions :  Ability  to  move  the  eyes  in  the  same  direction. 

Vergencies:  Ability  to  move  the  eyes  in  opposite  directions. 

It  is  in  the  area  of  the  visual  neuromuscular  system  more  than  any 
other  that  the  value  of  optometric  examinations  becomes  evident. 

In  considering  the  problem  of  aging  as  related  to  vision,  two  pathol- 
ogies of  particular  clinical  importance  should  be  noted — senile  cataract 
and  glaucoma. 

The  complaints  found  most  frequently  among  patients  suffering 
cataracts  are  "my  vision  blurs"  and  "I  can't  see  as  well."  The  degree 
of  loss  depends  on  the  nature,  extent,  and  position  of  the  cataract. 

When  the  optometrist  identifies  a  cataract  during  the  course  of  his 
examination,  he  refers  the  patient  to  an  ophthalmologist  because  at 
present  surgery  is  the  only  effective  treatment  for  a  cataract.  Most 
eye  surgeons  prefer  to  delay  operating  until  the"  cataract  is  "ripe." 
During  the  waiting  period  the  optometrist  watches  the  patient  care- 
fully through  further  examinations  and  after  surgery  the  optometrist 
may  provide  the  patient  with  services  to  improve  his  vision. 

There  are  few,  if  any  ophthalmologists  who  will  not  accept  the 
optometric  diagnosis  of  cataract.  It  is  unfortunate,  however,  but  un- 
der the  present  law  the  patient  of  any  general  medical  or  osteopathic 
practitioner  can  be  reimbursed  for  his  discovery  and  referral  of  a 
cataract  patient  to  an  ophthalmologist,  but  the  optometrist's  patient 
cannot  be  likewise  reimbursed. 

Most  of  you  are  familiar  with  the  U.S.  Public  Health  Service  pro- 
gram which  advises  all  Americans  over  age  40  to  have  periodic  exam- 
inations for  glaucoma.  It  is  estimated  that  1  to  2  percent  of  all 
patients  over  age  40  have  glaucoma  and  the  greatest  incidence  occurs 
in  the  60-70  age  group. 

Of  all  ocular  pathologies,  glaucoma  is  most  important  to  both  the 
optometrist  and  ophthalmologist,  because  it  is  hardest  to  detect  in 
early  stages,  and  may  eventually  result  in  total  blindness.  The  new- 
est and  latest  instrument  for  the  detection  of  glaucoma — the  elec- 
tronic tonometer — was  developed  by  optometrists  at  our  school  in  the 
University  of  California. 

In  acute  glaucoma  the  patient  may  complain  of  such  symptoms  as 
pain  or  headache  over  the  eye,  visual  disturbances  or  haziness,  seeing 
halos  around  lights,  and  seeing  flashes  of  light.  As  these  symptoms 
relate  to  vision,  the  majority  of  people  will  seek  care  from  their  family 
optometrists.  But  here  again,  the  patient  of  any  medical  doctor, 
regardless  of  specialty  or  lack  of  it,  can  be  reimbursed  for  identifying 
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and  referring  the  glaucoma,  whereas  the  optometric  patient  cannot 
be  so  reimbursed. 

MEDICARE  BROCHURE 

There  is  nothing  in  the  Social  Security  Act  which  states  that  opto- 
metric services  are  excluded.  Imagine  the  chagrin  of  optometrists 
throughout  the  country  when  millions  of  eligible  medicare  beneficia- 
ries received  a  brochure  from  the  Department  of  Health,  Education, 
and  Welfare  which  said  they  could  not  go  to  an  optometrist  for  opto- 
metric services  provided  under  the  act  and  be  reimbursed.  This  is 
not  the  exact  language  of  the  brochure,  but  this  is  exactly  how  it  was 
interpreted. 

AMENDMENT  TO  TITLE  XVIII 

Our  problem  might  seem  to  be  resolved  by  the  simple  incorporation 
of  a  section  providing  for  payment  of  nonroutine  optometric  services- 
as  H.R.  5710  does  for  the  services  of  podiatrists.  Unfortunately,  even 
this  provision  will  not  be  adequate  because  the  optometric  patient  will 
still  be  required  to  undergo  unnecessary  travel  and  inconvenience  to 
seek  out  an  osteopathic  or  medical  practitioner  so  as  to  obtain  a  cer- 
tification or  recertification  that  the  optometrist's  services  are  or  were 
required. 

It  is  the  belief  of  the  American  Optometric  Association  that  the  best 
solution  would  be  an  amendment  to  the  section  which  defines  a  physi- 
cian so  the  definition  will  include  an  optometrist.  I  proposed  that 
such  an  amendment  be  inserted  on  page  55  of  the  bill  before  you,  fol- 
lowing line  18,  to  read : 

PROVISION  TO  PROVIDE  PAYMENT  FOR  OPTOMETRISTS'  SERVICES  UNDER  THE  PROGRAM 
OF  SUPPLEMENTARY  INSURANCE  BENEFITS  FOR  THE  AGED 

Sec.  127.  (a)  Section  1861  (r)  of  the  Social  Security  Act  is  amended  by  insert- 
ing before  the  period  at  the  end  thereof  the  following : 

"or  (3)  a  doctor  of  optometry,  but  only  with  respect  to  functions  which  he  is 
legally  authorized  to  perform  by  the  state  in  which  he  performs  them." 

VISION  CARE  UNDER  TITLES  OF  SOCIAL  SECURITY 

Of  the  19  titles  which  constitute  the  social  security  law,  two  have 
been  repealed  and  eight  of  those  remaining  provide  vision  care  which 
comes  within  the  scope  of  the  practice  of  optometry.  TitleX — Aid  to 
the  Blind — requires  that,  to  be  approved,  a  State  plan  must  make  avail- 
able to  the  beneficiaries  the  services  of  an  optometrist  if  they  desire 
to  utilize  them. 

Title  XIX  gives  the  State  the  option  to  provide  vision  care  and 
requires  that  if  it  is  provided,  the  beneficiaries  must  be  free  to  choose 
between  the  services  of  an  optometrist  or  a  physician  skilled  in  diseases 
of  the  eye. 

Title  XVIII  is  the  one  section  which  gives  us  greatest  concern  be- 
cause of  the  very  specific  barrier  it  places  between  the  optometrist  and 
his  patient.  We  feel  confident  that  this  was  not  the  intent  of  Con- 
gress, but  this  is  what  has  occurred. 
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HEW  RECOGNIZES  FREEDOM  OF  CHOICE  PRINCIPLE 

It  seems  ironic  to  the  profession  of  optometry  and  must  to  the  De- 
partment of  Health,  Education,  and  Welfare,  that  optometrists  are 
recognized  as  essential  health  care  practitioners,  yet  are  unable  to  pro- 
vide their  services  to  Social  Security  Act  beneficiaries. 

I  would  like  to  quote  from  a  letter  dated  August  1,  1966,  written  by 
Philip  R.  Lee,  M.D.,  Assistant  Secretary  of  HEW  for  Health  and 
Scientific  Affairs  to  the  Honorable  Henry  Helstoski : 

The  profession  of  optometry  is  accepted  by  the  Department  as  a  legitimate 
and  essential  health  profession  which  is  performing  highly  useful  functions  in 
promoting  solutions  to  the  eye  health  of  this  nation. 

In  another  part  of  the  same  letter  Dr.  Lee  said : 

The  Department  agrees  that  the  American  public  should  continue  to  have 
freedom  of  choice  in  the  selection  of  a  practitioner  to  care  for  vision  problems. 

All  of  the  provisions  of  H.R.  5710  are  of  tremendous  interest  to  op- 
tometric  practitioners,  either  as  potential  beneficiaries  or  as  providers 
of  health  services.  While  I  do  not  want  to  take  your  time  to  comment 
oh  all  of  them,  there  are  several  items  to  which  I  must  refer  if  I  am 
to  properly  represent  my  profession  before  this  committee. 

VISION  CARE  OF  CHILDREN 

The  American  Optometric  Association  applauds  HEW  Secretary 
Gardner's  desire  to  demonstrate  new  and  effective  ways  for  bringing 
comprehensive  health  care  to  areas  suffering  from  lack  of  services. 

We  believe,  however,  that  this  committee  could  well  point  out  to 
him  that  in  the  various  title  V  grants  which  deal  with  comprehensive 
health  care  of  needy  preschool  and  school  children,  not  one  provides_for 
the  services  of  optometrists.  The  cause  appears  to  be  the  policies  and 
procedures  manual  distributed  by  HEW  titled,  "Grants  for  Com- 
prehensive Health  Services  for  Children  and  Youth,"  which  contains 
a  long  list  of  the  professional  personnel  to  be  used,  including  dentists, 
nurses,  nutritionists,  medical  social  workers,  speech  and  hearing  spe- 
cialists, physical  therapists,  occupational  therapists,  and  administra- 
tive officers — but  not  one  word  about  optometrists. 

Consequently,  our  members  have  spent  months  developing  plans 
to  assist  these  programs;  they  have  tramped  and  knocked  on  doors 
for  hours  on  end  to  no  avail.  They  are  told  that  since  the  law  is  silent 
regarding  optometrists,  as  are  the  administrative  regulations,  op- 
tometrists' services  are  not  covered  by  the  term  "comprehensive  health 
care." 

These  disheartening  experiences  occurred  despite  the  assurances 
made  in  a  letter  dated  July  15,  1965,  from  then  HEW  Secretary 
Celebrezze  to  Senator  Harrison  Williams  of  New  Jersey.  The 
Secretary  stated : 

The  section  532  relating  to  special  project  grants  for  low-income  children  of 
school  and  preschool  age,  as  you  indicate,  does  not  refer  explicitly  to  either  eye 
care  or  to  optometrists.  It  does  require  that  projects  must  be  comprehensive  in 
nature.  This  would  certainly  include  eye  care.  There  is  no  doubt  that  the 
recipients  of  grants  under  section  532  of  Title  V  would  have  authority  to  include 
the  services  of  optometrists  in  providing  eye  care.   And  it  would  seem  certain 
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that  a  great  many,  probably  a  substantial  majority,  of  the  eye  examinations  of 
children  would  be  made  by  optometrists. 

The  letter  is  particularly  interesting  when  related  to  the  leading 
statistic  quoted  for  title  V  during  the  last  Congress  that  "10,500,000 
schoolchildren  need  eyeglasses." 

We  are  led  to  understand  that  in  the  new  provisions  of  H.R.  5710 
for  early  case  finding  and  treatment  of  handicapping  conditions  of 
children  that  all  children  in  low  income  or  medically  indigent  families 
would  be  assured  periodic  screening,  diagnostic  services,  and  medical 
treatment — particularly  in  the  preschool  year. 

Optometrists  are  keenly  aware  of  the  needs  of  these  children.  The 
"Volunteers  for  Vision"  program  under  Project  Headstart  of  the  war 
on  poverty  is  sponsored  and  carried  out  by  members  of  the  auxiliary 
to  the  American  Optometric  Association.  We  have  seen  hundreds  of 
thousands  of  these  children  and  identified  a  higher  incidence  of  vision 
need  among  them  than  among  the  general  population. 

Most  of  these  services  were  voluntary  and  unpaid  and  we  were 
happy  to  provide  them  or  to  assist  our  local  auxiliaries  to  see  they  were 
provided. 

We  know  the  truth  in  Secretary  Gardner's  statement : 

We  could  dramatically  reduce  handicapping  conditions  among  poor  children 
*  *  *  uncorrected  vision  problems  by  at  least  40  percent. 

But  we  notice  with  trepidation  that  the  State  agency  now  operating 
the  crippled  children's  services  program  w^ould  be  required  "to  orga- 
nize the  programs  to  screen  children  in  low7 -income  areas  at  specified 
ages  and  to  provide  diagnostic  services  and  necessary  medical 
treatment." 

The  clue  to  the  problem  is  the  term  "medical  treatment."  The  crip- 
pled children's  program  requires  that  only  certified  "medical"  special- 
ists shall  provide,  supervise,  or  administer  services  for  crippled  chil- 
dren. This  language  bars  the  child  whose  only  health  problem  is 
visual  from  going  directly  to  the  optometrist  for  vision  care.  The 
term  "medical  treatment"  should  be  changed  to  read  "treatment  by 
qualified  health  care  practitioners"  or  be  administered  so  as  to  appro- 
priately include  the  services  of  optometrists. 

In  the  very  beginning  of  his  statement  on  "Child  Health"  Secretary 
Gardner  said: 

Many  preschool  children  who  are  poor  and  who  need  treatment  for  eye  dif- 
ficulties do  not  see  a  doctor ;  one  million  poor  children  who  need  glasses  today  do 
not  have  them. 

We  believe  the  Secretary's  figures  are  conservative.  It  seems  strange 
that  the  optometric  profession  whose  services  are  so  easy  to  obtain, 
so  relatively  inexpensive  (compared  with  other  health  care  costs),  and 
so  quick  to  produce  tangible  results,  are  bypassed  to  the  detriment  of 
the  child. 

NEED  FOR  EXPLORING  GREATER  UTILIZATION  OF  OPTOMETRISTS 

I  noted  in  his  testimony  before  this  committee  Secretary  Gardner 
said: 

Now  is  the  time  to  explore  the  use  of  physician  assistants  and  other  health 
personnel  in  ways  that  will  multiply  and  expand  the  physician's  services  in 
order  to  bring  good  care  to  larger  numbers  of  patients. 
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We  hope  the  Secretary  and  this  committee  interpret  his  statement 
to  mean  that  the  Department  will  explore  ways  to  more  effectively 
utilize  optometrists.  We  optometrists,  17,000  strong,  can  take  a  large 
part  of  the  burden  off  the  medical  profession. 

COMPENSATION  AND  TRAINING  OF  STATE  PERSONNEL 

One  of  the  reasons  why  optometrists  have  not  been  used  more  effec- 
tively at  the  State  level  under  federally  funded  programs  can  be 
traced  to  the  omission  of  optometrists  at  administrative  levels  within 
State  agencies. 

Under  section  224  of  H.R.  5710,  the  Federal  Government  will  pay 
75  percent  of  the  costs  for  compensation  and  training  of  State  per- 
sonnel. The  section  specifically  states  that  the  funds  are  for  "pro- 
fessional medical  personnel."  No  funds  are  made  available  for  the 
compensation  and  training  of  other  professional  health  care  personnel. 
The  unfortunate  consequence  to  optometrists  is  that  we  can  never 
expect  to  see  an  optometrist  in  one  of  these  federally  financed  State 
positions. 

FREEDOM  OF  SELECTION 

You  gentlemen  will  recall  that  during  the  89th  Congress,  the  bill 
which  became  Public  Law  89-97  was  amended  by  the  Senate  to  include 
what  became  known  as  the  "Freedom  of  Selection  of  Practitioner" 
amendment.  This  amendment  stated : 

Notwithstanding  any  other  provisions  of  the  Social  Security  Act,  whenever 
payment  is  authorized  for  services  which  an  optometrist  is  licensed  to  perform, 
the  beneficiary  shall  have  the  freedom  to  obtain  the  services  of  either  a  physician 
skilled  in  diseases  of  the  eye  or  an  optometrist,  whichever  he  may  select. 

We  are  not  necessarily  advocating  that  this  language  be  incorpo- 
rated in  H.R.  5710  at  this  time,  but  merely  point  out  that  had  the 
House  accepted  this  amendment,  many  of  the  problems  I  have  de- 
scribed would  not  have  developed. 

SUMMARY 

In  summary,  gentlemen  and  ladies,  optometrists  submit  that  the 
public  interest  is  not  served  by  a  restriction  on  direct  access  of  patients 
to  their  services.  The  limited  supply  of  vision-care  manpower  is 
even  more  severely  limited  for  social  security  beneficiaries  by  the  re- 
strictive language  of  the  law. 

The  unnecessary  intermediate  step  of  medical  or  osteopathic  cer- 
tification for  optometric  services  creates  a  great  inconvenience  and 
hardship  for  the  elderly  patient  who  frequently  must  travel  many 
miles  to  obtain  such  certification. 

The  effect  of  the  present  social  security  law  is  to  limit  the  license 
lawfully  granted  to  the  optometrist  by  the  State  and  to  limit  the  free- 
dom of  the  individual  to  select  an  optometrist  for  services  authorized 
by  the  law. 

To  correct  this  inequity,  we  urge  your  favorable  consideration  of 
this  single  amendment  which  adds  nothing  to  the  law  in  terms  of  costs 
or  benefits,  but  simply  corrects  a  small  wrinkle  in  this  increasingly 
important  legislation. 
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All  we  really  ask  is  the  opportunity  to  be  of  service.  An  example  of 
the  optometrists'  deep  interest  in  the  vision  problems  of  the  aging  is 
this  volume  which  contains  a  collection  of  studies  authored  by  a 
number  of  optometric  authorities,  the  title  "Vision  of  the  Aging 
Patient,*'  is  considered  an  optometric  reference  for  providing  vision 
care  to  those  in  their  golden  years. 

With  your  permission,  Mr.  Chairman,  I  will  leave  it  with  you  for 
the  committee's  library. 

Thank  you  for  the  opportunity  to  testify  on  behalf  of  the  American 
Optometric  Association.  I  will  be  happy  to  answer  any  questions 
members  of  the  committee  may  have. 

(The  information  referred  to  follows :) 

Amendment  to  H.R.  5710 

Sec.  127.  (a)  Section  1861  (r)  of  the  Social  Security  Act  is  amended  by  in- 
serting before  the  period  at  the  end  thereof  the  following : 

"or  (3)  a  doctor  of  optometry,  but  only  with  respect  to  functions  which  is 
legally  authorized  to  perform  by  the  State  in  which  he  performs  them."  - 


Attachment  A 
Services 

Optometric  services  are  broad  in  scope  and  include  many  services  eligible  for 
benefits  under  P.L.  89-97.  A  brief  outline  of  some  of  the  services  which  bene- 
ficiaries are  eligible  to  receive  from  optometrists  include  : 

Visual  field  examinations 

1.  Screening  (Roberts  or  Harrington-Flocks,  Multiple  Pattern  Visual  Field 
Test). — For  the  detection  of  central  field  defects  including  scotomata  and  en- 
largement of  normal  blind  spot.  For  detection  of  glaucoma,  ocular  pathology, 
and  neurological  disorders. 

2.  Detailed  Central  Field  Studies/ Diagnostic  Procedures. —  (a)  Tangent 
Screen :  To  detect  and  record  any  central  field  defect,  scotoma  and/or  enlarge- 
ment of  normal  blind  spot. 

(b)  Stereo  Campimeter  :  Uses  principles  of  binocular  vision  to  permit  sectional 
recording  of  small  central  field  defects. 

(c)  Amsler  Grid:  A  specialized  test  to  detect  very  small/fine  central  field 
defects  or  areas  of  retainal  dysfunction. 

3.  Peripheral  Field  Studies. —  (a)  Perimeter:  To  plot  limits  of  visual  fields 
for  motion,  form,  and  color.  Abnormal  fields  may  indicate  neurological  dis- 
orders, brain  tumors,  glaucoma,  retinitis,  etc. 

( b )  Tangent  Screen  :  Similar  studies  on  a  larger  scale. 

(c)  Goldman  Hemispheric  Field  Tester:  For  motion,  form,  and  color  fields. 
Uses  a  uniformly  illuminated  hemispheric  field  for  determining  limits  of  periph- 
eral field  of  vision  and  size  of  blind  spot  for  white  and  colored  light. 

Tonometry 

1.  Electronic  Tonometry  (Corneal). — Extremely  accurate  method  for  deter- 
mining intra -ocular  pressure  in  glaucoma  screening. 

2.  Schiotz  (Scleral). — A  glaucoma  screening  procedure. 

3.  Wolff  ( Scleral) .—  ( Same  as  No.  2  above ) . 

Ophthalmoscopy 

For  the  detection  and  evaluation  of  signs  and  symptoms  of  ocular  and  sys- 
temic diseases  (lenticular  opacities,  vitreous  opacities  ["floaters"]). 

1.  Direct  Method. —  (a)  Monocular  instrument  generally  used. 

(&)  Binocular  instrument  for  special  detailed  studies  of  specific  retinal  areas. 

2.  Indirect. — Used  when  more  convenient  than  direct  viewing. 
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Space  eikonometry 

A  diagnostic  procedure  using  the  space  eikonometer  to  determine  presence  or 
absence  of  aniseikonia,  a  condition  which  results  in  perceptual  distortion  of 
objects  viewed  (i.e.,  walls,  floors  may  appear  to  lean  toward  or  away  or  be 
tilted,  and  rectangular  shapes  may  appear  trapezoidal).  Aniseikonia  is  a  con- 
tributing factor  in  some  3  to  5  per  cent  of  patients  who  have  vision  complaints 
not  relieved  by  ordinary  spectacles. 

Pupillography 

A  diagnostic  procedure  for  determining  status  of  neurological  systems  related 
to  the  eye  by  recording  the  response  of  the  pupil  to  various  conditions  of  light 
and  other  stimulation. 

Artificial  eyes 

The  fitting  and  supplying  of  artificial  eyes  is  an  optometirc  function  included 
in  provisions  of  the  law. 

Retinoscopy 

Static  and  dynamic  retinoscopy  are  used  as  objective  measurements  of  the 
status  of  the  eye  in  investigations  of  causes  of  amblyopia  and  aniseikonia. 
Findings  are  not  used  for  determining  of  ordinary  spectacle  prescription  in 
these  cases.  ^ 

Keratometry  {ophthalmometry) 

Corneal  irregularities  or  degenerative  corneal  processes  such  as  keratoconus 
(conical  cornea)  are  detected,  studied,  and  may  be  followed  by  means  of  this 
procedure. 

Slit  lamp  biomicroscopy 

Evaluation  of  the  anterior  segment  of  the  eye  (cornea,  aqueous  chamber,  and 
crystalline  lens)  of  slit  lamp  biomicroscope  is  essential  for  detecting  corneal 
lesions,  corneal  dystrophy,  iritis,  lenticular  opacities,  and/or  other  changes. 

Color  vision  testing 

Detection  of  color  vision  deficiency  is  an  important  function  often  having  a 
serious  bearing  on  occupation.  Tests  used  are  pseudoisochromatic  plates,  Farns- 
worth  lanterns,  or  similar  color  vision  screening  devices. 

Evaluation  of  fusional  status 

Diplopia  (double  vision)  may  have  sudden  onset  and  be  related  to  neurological 
disorders  or  indicative  of  a  progressing  tumor,  or  may  be  a  result  of  injury  from 
accidents. 

Changes  in  ocular  muscle  functions  and/or  capability  may  be  investigated  us- 
ing diagnostic  procedures  such  as  : 

A.  Worth  4  Dot  or  Red  Lens  Test. 

B.  Keystone  or  Other  Stereographic  Tests. 

C.  Turville  Infinity  Balance  Test. 

D.  Stereo-Vectographs. 

E.  Phorometric  Tests. 

Tests  of  accommodation,  convergence,  and  binocular  coordination  at  near  and 
far  points. 

Orthoptics /pleoptics  and  visual  training 

When  binocular  coordination  is  poor,  or  fusion  status  is  deficient,  or  poor 
reading  performance  is  the  result  of  either  of  the  foregoing,  visual  rehabilitation 
may  be  accomplished  through  visual  training  procedures.  This  is  also  applicable 
to  treatment  of  amblyopia  and  strabismus  when  indicated. 


Attachment  B 
Glossary 

An  optometrist  is  a  Doctor  of  Optometry  (O.D.)  who  is  educated  and  licensed 
to  examine  the  eyes  and  related  structures  to  determine  the  presence  of  vision 
problems,  eye  diseases,  or  other  abnormalities.  He  may  prescribe  and  adapt 
lenses,  contact  lenses,  or  other  optical  aids  and  utilize  vision  training  to  pre- 
serve, restore,  and  enhance  vision. 
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An  ophthalmologist  is  a  Doctor  of  Medicine  (M.D.),  who,  following  graduation 
from  medical  school,  decides  to  specialize  in  the  treatment  of  eye  disorders  by  the 
use  of  drugs  or  surgery.  He  may  also  prescribe  lenses  and  dispense  them  to  his 
patients. 

An  optician  is  an  artisan  who  grinds  and  polishes  lenses  and  assembles  them 
in  frames  to  a  doctor's  prescription  specifications. 

An  ophthalmic  dispenser  is  a  technician  who  guides  in  the  selection  of  frames 
and  may  fit  and  adapt  the  fabricated  prescription  to  the  face. 

Cataract  is  defined  as  "any  opacity  of  the  crystalline  lens."  Although  there  are 
other  manifestations  which  occur  in  individuals  of  all  ages,  the  "cataract"  is 
primarily  associated  with  senility. 

Glaucoma  is  defined  as  "that  pressure  which  the  tissues  of  the  particular  eye 
in  question  are  unable  to  withstand  without  damage  to  their  structure  or  impair- 
ment of  their  function." 

Attachment  C 
Definition  of  Physicians 

1.  From  the  California  Workmen's  Compensation  Act : 

Section  3209.3 

Physicians  include  physicians,  surgeon,  optometrists,  dentists,  podiatrists, 
osteopathic  and  chiropractic  practitioners  licensed  by  California  State  law 
and  within  the  scope  of  their  practice  as  defined  by  California  State  law. 

2.  From  the  Rhode  Island  Workmen's  Compensation  Act : 

Section  28-29-2  (c) 

The  word  physician  shall  mean  medical  doctor,  surgeon,  dentist,  chiroprac- 
tor, osteopath,  chiropodist  and  optometrist  as  the  case  may  be. 

3.  From  the  U.S.  Department  of  Defense  implementation  of  the  Military  Medi- 
cal Benefits  Amendments  of  1966 : 

Army  Regulation  No.  40-121 

Physician  means  a  Doctor  of  Medicine  or  Doctor  of  Osteopathy  who  is 
legally  qualified  and  licensed  to  practice  medicine  and  surgery  at  the  time 
and  place  the  service  is  provided.  For  services  authorized  by  this  regula- 
tion, Doctors  of  Dental  Surgery,  Doctors  of  Dental  Medicine,  and  Doctors 
of  Surgical  Chiropody,  when  acting  within  the  scope  of  their  licenses  are 
deemed  to  be  physicians. 
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OHIO  STATE  UNIVERSITY,  SCHOOL  OF  OPTOMETRY  CURRICULUM,  1966-67 


Optometry 


514 


Practical  Optometry 

A.    3  cL.  1  9-hr.  Ub. 


P  4 


413, 


Math.  439. 

Theory  and  technique!  of  keratoroetry,  skiametry,  objective  and 
subjective  tests  of  refraction,  accommodation,  and  function*  of 
the  extra-oculor  muscles.  Htbbard. 

515      Practical  Optometry  P  4 

W.    3  ci.,  1  3-hr.  Ub. 
Prereq.t  514. 

Correlation  and  analysis  of  date.  Systematic  determination  of  the 
etiology  of  anomalies  and  sources  of  visual  discomfort  and  in* 
efficiency .  Corrective  procedures  and  prescription  writing.  Hebbard, 

518      Practical  Optometry  P  4 

Sp.    3  d.,  1  3-hr.  Ub. 
Prertq.:  SIS. 

Ophthalmoscopy  and  examination  of  the  external  parts  and  the 
media  of  the  eye.  Cose  histories.  Techniques  of  investigating 
special  types  of  anomalies.  Corrective  procedures.  Htbbard. 

531      Mechanical  Optics  P  4 

Sp.    3  cl.,  I  3-hr.  lab. 

Trereq.:  Optom.  4th  yr.  standing.  Phytic*  41%  and, 
Math.  439. 

Classification  of  ophthalmic  lenses:  physical  characteristics,  manu- 
facture, and  testing  of  optica!  glass  and  lenses;  system  of  dis- 
tribution and  stocking;  grinding  and  polishing;  measuring  refract- 


532 


wad. 

Mechanical  Optics 

W.  3  d.,  1  2-hr.  lab. 
Prertq.:  $31. 


P  4 


Classification,  description,  manufacture,  and  distribution  of  frames 
and  mountings.  Laboratory  practice  in  grinding,  polishing,  and 
mounting  lenses,  and  repairing  and  reconstructing  frame*  and 


P  4 


533      Mechanical  Optics 
Sp.  3  cL,  1  8-hr.  lab. 

Prertq.:  SOS. 

History  and  basic  theory  of  ophthalmie  lenses,  facial  met 
writing  specifications  for  lenses  and  frame*  to  be 


Wild. 

541 


for  lenses  and  frame* 

Clinical  Practice  in  Optometry 

A,  W,  Sp,  So.    2  d.,  3  3-hr.  lab, 
Prertq.:  318. 


P  5 


procedures.  The  conference  periods  are  devoted  to  the  discussion 
of  problems  encountered  during  the  clinic  periods.  Htbbard,  WOd, 
Etkridge,  Mote  and  Stag. 


542      Clinical  Practice  in  Optometry 


P  5 


Prtreq.:  541. 

Continuation  of  541.'  Htbbard,  WOd,  Etkridge,  Mote  and  Stag. 

543      Clinical  Practice  in  Optometry  P  8 

A,  W,  Sp,  Su.    2  d.,  3  3-hr.  lab. 
Prtreq.:  543. 

Continuation  of  542.  Hebbard,  WOd,  Etkridge,  Mot*  and  Staff. 

545      Special  Clinical  Practice  P  3-5 

A,  W,  Sp,  Su.    1  el,  3-4  3-hr.  Ub. 
Prtreq.:  516,  concur.  541  and  pemittion  of  instructor. 
Repeatablt  to  a  maximum  of  15  cr.  hrt. 
Clinical  experience  in  specialised  phase*  of  optoinetric  practice, 
(a)  subnormal  vision,  (b)  aniseikonia,  (c)  vision  in  school*  and' 
(d)  orthoptics,  (*)  contact  leases.  Htbbard,  WOd, 


Applied  Pathology  of  the  Eye 

Sp.    3  d.,  1  2-hr.  Ub. 
Prertq.:  510  and  Anat.  608. 


P  4 


Advanced  ophthalmoscopy,  slit  lamp  microscopy,  tonometry,  and 
other  methods  of  detecting  pathological  condition*.  Systematic 
study  of  ocular  diseases;  artificial  eyes  and  other  prosthetic  device*. 
HO. 


556      Applied  Pathology  of  the  Eye 

A.    3  d.,  1  3-hr.  Ub. 
trereq.:  555. 

Motor  disturbances  of  eyes,  paralytic  strabismus,  peripheral 
anomalies,  nystagmus,  ptosis,  ptosis  crutches,  anomalou 
modative  and  pupillary  responses.  Etkridae. 


557 


Applied  Pathology  of  the  Eye 

W.   3  e»„  1  3-hr.  Ub. 


P  4 


P  4 


Visual  fields:  ccotometry;  subnormal  central  vision  involving 
pathology;  telescopic  lenses  and  aids  of  subnormal  aids  for  tub- 
normal  vision;  theory  and  practice  in  the  us*  of  contact  lenses. 

HiU. 

561 1     Optometric  Economics  and  P  2 

Jurisprudence 

W.  3d. 
Prertq.:  318. 

Historical  background;  legal  status;  practice  building  techniques; 
office  accounting  and  general  practice  management;  representativ* 
organization  in  optometry;  professional  ethic*.  Htbbard. 

562t     Visual  Problems  in  Schools,  P  2 

'  Industries,  etc. 
A.  3d. 

trereq.:  518. 

Visual  screening  tests  and  survey  method*  for  motorists,  school 
children,  industrial  workers,  etc;  vision  and  vocational  efficiency; 
visual  aspects  of  job  analyses  acd  design.  WOd. 


563 f 


P  2 


Civic  and  National  Problems  fa 
Eye  Care 

Sp.  3d. 

Prtreq.:  583. 

Number,  distribution,  supply  interrelationships,  and  role*  of  the 
various  ophthalmic  groups;  prevalence  of  visual  anomalies;  prob- 
lems and  care  of  the  blind  and  near  blind.  Hebbard. 


001 


P  5 


Advanced  Conical  Practice  m 
Optometry 
A.    3  d.,  3  3-hr.  Ub. 
trereq.:  Optom.  4th  yr.  standing  and  518. 
Advanced  clinical  practice.  The  conference  period*  an  devoted 
to  the  discussion  of  problem*  and  case*  encountered  during  the 
clinic  periods.  WOd,  Etkridft  and  Staff. 


Advanced  Clinical  Practice  in 


W.   3d.,  3  3-hr.  Ub. 
trereq.:  Optom.  4th  yr.  Handing  and  601. 
Continuation  of  601.  WOd,  Bmridga  and  Staff. 

603      Advanced  Clinical  Practice  m 
Optometry 

Sp.    2  d.i  3  3-hf.  Ub. 
Prertq.:  Optom.  4th  yr.  ttanding  and  803. 
Continuation  of  60S.  Wild,  Btkrtdga  and  Staff. 


P  5 


P  5 
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Subnormal  Virion 

Sp.    3  cl,  1  2-hr.  tab. 
Trereq.:  Optom.  3rd  yr.  Handing  and  518. 


P  4 


.         i   -r—  9..  •>u>iuM«g  unu  if  JO, 

Etiology  of  subnormal  vision;  measurement  of  loss  of  central 
me  aid  of  the  partially  sighted.  Etkridge. 


P  4 


652  Aniseikonia 

W.    3  cl..  I  S-Ar.  lab. 

Trereq.:  Optom.  3rd  yr.  Handing  and  516. 
Clinical  methods  of  testing  and  measuring  aniseikonia;  etiology 
of  aniseikonia;  effects  associated  with  uncorrected  aniseikonia; 
design  of  lenses  for  aniseikonia.  Fugau,  Albright. 


P  4 


653  Contact 

A.    3  cl,  1  2-hr.  lab. 

Trereq.:  Optom.  3rd  yr.  Handing  and  519. 
Theory  and  practice  in  die  use  of  contact  lenses;  artificial  eyes; 
ptosis  crutches  and  other  prosthetic  device*.  Bailey. 


P  5 


660      Ophthalmic  Pathology 

Sp.    3  cl,  6  lab.  hre. 

Trtreq.:  Optom.  4th  yr.  Handing,  650. 
Gross  and  microscopic  pathology  of  the  eye,  including  diseases 
of  the  conjunctiva,  orbital  cavity  and  pertinent  pathology  of  the 
central  nervous  system.  Will. 


Physiological  Optics 


611  Introduction  to  Physiological  Optics    U   G  5 
Sp.   4  el,  1  2-hr.  lob. 

Trereq.:  Thyrict  505  and  Anat.  609. 

Not  for  grad.  credit  to  Hudentt  majoring  in  ThytioU 

Opt. 

The  eye  as  an  optical  instrument;  the  refracting  mechanism;  the 
mechanism  of  accommodation  and  pupillary  contraction;  blur  of 
the  retinal  image;  stray  light  in  the  eye.  King. 

612  Introduction  to  Physiological  Optics    V   G  5 
A.    4  cl.,  1  3-hr.  lab. 

Trereq.:  611. 

Not  for  grad.  credit  to  Hudentt  maloring  in  ThyHol. 
Opt. 

The  motility  of  the  eye;  the  structure  and  (nervation  of  the  extra- 
ocular muscles,  the  center  of  rotation  and  analysis  and  description 
of  eye  movements.  Etkridge. 


613  Intermediate  Physiological  Optics       U    G  5 

W.    4  el.,  1  S-Ar.  lab. 
Trereq.:  612. 

Monocular  sensory  mechanisms  of  vision;  analysis  and  specification 
of  visual  stimuli;  photoreception  and  ret  Lao-cortical  transmission; 
adaptation  of  photoreceptors;  Sicken  brightness  discrimination; 

and  color-vision.  King. 

614  Intermediate  Physiological  Optics        U   G  3 

A.    3  cl. 
Trereq.:  612. 

Circulation  and  metabolism  of  the  eye;  intra -ocular  pressure; 
lacrimal  system;  movements  and  functions  of  the  eyelids.  Hill. 

615+     intermediate  Physiological  Optics       U   G  5 
Sp.    4  cl,  1  2-hr.  lab. 
Trereq.:  613. 

Binocular  integration  of  hue  and  brightness;  retinal  correspond- 
ence; visual  perception  of  figure-ground  relations,  light,  color, 
illumination,  size,  shape,  direction,  distance,  and  motion.  Fry. 


620      Measurement  and  Specification  •**       P   G  4 
Visual  Stimuli 
W.    3  cl.  1  2hr.  lab. 
Trereq.:  Optom.  2nd  yr.  Handing  and  611. 
Not  for  grad.  credit  to  Hudentt  maloring  in  Thytici.  Opt. 
Light  sources;  diffusely  transmitting  and  reflecting  surfaces  and 
scattering  of  light  by  a  medium;  principles  of  photometry  and 
as  applied  to  visual  stimuli.  Miller. 


701      Minor  Problems  in  Physiological     U   G  1-15 
Optics 

A,  W,  Sp,  St». 

Trereq.:  Permit  Hon  of  department  chairman. 

Repeatable.  - 
A  properly  qualified  student  may  perform  •  minor  investigation 
or  add  to  his  knowledge  and  technique.  Staff. 

715  Intermediate  Physiological  Optics        P    G  5 
W.    4  cl,  1  2-hr.  lab. 

Trereq.:  Optom.  2nd  yr.  Handing  and  613. 
Projection  of  visual  impressions;  the  horopter,  retina]  correspond- 
ence; binocular  integration  of  hue  and  brilliance.  Etkridge. 

716  Intermediate  Physiological  Optics        P   G  5 

A.    3  cl,  1  2-hr.  lab. 

Trereq.:  Optom.  3rd  yr.  Handing  and  732. 
Visual  perception  of  color,  illumination,  figure-ground  relations, 
size,  shape,  direction,  distance,  motion,  time  and  complex  pat- 
terns. Fry  and  Miller. 

730      Principles  of  Lighting  P   G  5 

A.    4  cl,  1  2-hr.  lab. 

Trereq.:  Optom.  4th  yr.  Handing  and  715. 
The  effect  of  the  distribution  of  light  in  a  given  environment  upon 
efficiency,  comfort  and  safety;  selection  and  arrangement  of 
sources  and  light  control.  Fry. 


731 


P  G  5 


Virion  in  Industry 

w.  5  a. 

Trereq.:  Optom.  -4th  yr.  Handing  and  716. 
Visual  testing  in  industry;  relation  of  vision  to  performing  a  task; 
visual  requirements  for  licenses;  eye  hazards  and  protection; 
compensation  for  loss  of  vision.  Fry. 


732 


P   G  5 


Virion  in  Schools 

Sp.    3  cl,  6  hr.  lab. 

Trereq.:  Optom.  4th  yr.  Handing  and  719. 
Visual  survey  methods;  the  prevalence  of  visual  anomalies  and 
eye  diseases  in  children;  basic  visual  skills  required  in  school 
Fry. 


801 


G  5 


Advanced  Physiological  Optics 
A.    3  cL,  2  2-hr.  lab. 
Trereq.:  913. 

The  ocular  image-forming  mechanism;  accommodation  and  ptrpfl 
contraction,  aberrations,  stray  light;  eutopic  phenomena;  shape, 
size,  distortion;  retinal  Illuminance  and  blur.  . 

802  Advanced  Physiological  Optics  G  5 
W.    3d,  2  2-hr.  lab. 

Trereq.:  801. 

Fixation  disparity;  photochemistry  and  electrophyslology  of  photo- 
receptors; luminosity;  color-mixture;  retinal-cortical  transmission; 
simultaneous  contrast;  visibility;  adaptation;  after  image*.  Fry. 

803  Advanced  Physiological  Optics  G  5 
Sp.   3  cL,2  2-hr.  lab. 

Trertn  .  802. 

Binocular  integration  of  hoe  and  brilliance,  fusional  movements 
fixation,  retinal  correspondence,  visual  perception  of  figure-ground 
relations,  light,  color,  ffluminatioo,  size,  shape,  direction,  distance, 
and  motion.  Fry. 


950      Research  in  Physiological  Optics 

A,  W,  Sp,  S«. 
Research  for  thesis  or  dissertation  purposes  only. 


G  Arr. 
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Anatomy 

513      Compantfre  Vertebrate  Anatomy  V  6 

A.W.Sp.Su.    3  cl,  3  2-hr.  lab*. 

Prereq.:  Bid.  402  and  ZooL  404. 
The  basic  plan  of  vertebrates  with  emphasis  on  the  dogfish  shark 
sod  on  phytogeny  leading  to  the  mammals  Julyan. 

607  General  Histology  U  G  6 

W.   3d..  3  S-hr.  lab*. 

Prereq.:  504  or  513  or  eqnh. 

Not  open  to  pit-drool  or  pre-medicai  student*. 
A  detailed  (tody  of  the  tissues,  and  a  general  mover  of  the 
microscopic  structure  of  the  various  organs.  Witmar. 

608  The  Ere  U  G  5 

Sp.    2  ci.,  2  3-hr.  lab*. 

Prereq.:  007  and  permission  of  instructor. 
Human  grots  anatomy  of  the  bead  end  neck  with  special  emphasis 
on  the  eye  and  orbit.  Histology  and  embryology  of  (be  eye  and 
associated  structures* 


Biology 

402      Principles  of  Biology  U  5 

A,  W,  Sp,  So.    3  cl..  S  1-hr.  hb,. 

Not  open  to  students  with  credit  for  Zoot.  400. 
A  study  of  biological  principles  common  to  all  living  things:  proto- 
plasm, cells,  development,  organization,  coordination,  genetics, 
homeostasis,  ecology,  evolution  and  systematic*.  Brockwoy,  Koob, 
Menefee  and  Staff. 

Chemistry 

411  General  Chemistry  U  5 

A,  W,  Sp.  Su.   3  el.,' 4  lob.  art. 

Pr-req.:  One  unit  of  high  school  chem.,  and  eligibility 

to  enroll  in  Moth.  439. 

Not  open  to  students  with  credit  for  404. 
.A  general  course  in  fundamental  chemical  principles  (411),  the 
chemistry  of  the  most  important  metals  and  non-metals  (412), 
and  qualitative  analysis  dealing  with  the  separation  and  identifi- 
cation of  the  cations  and  anions  (413).  General  Chem.  Staff  and 
Assistant*. 

412  General  Chemistry  U  5 

A,  W,  Sp.  Su.    3  ell  4  lob.  hrs. 
Prereq.:  411. 

Not  open  to  students  tilth  credit  for  405  or  408. 
Continuation  of  411. 

413  General  Chemistry  U  5 

A.  W,  Sp,  Su.    3  cL,  6  lab.  hrs. 
Prereq.:  412. 

Not  open  to  student*  with  credit  for  406  or  409. 
Continuation  of  412. 

551  Organic  Chemistry  U  5 

A,  Sp.    3  cl.,  6  lab.  hrs. 

Prereq.:  400,  409,  or  413.  or  equio. 

Not  open  to  students  with  credit  for  451. 
A  general  introductory  course  in  organic  chemistry,  including 
laboratory  preparations,  srranged  for  students  preparing  for  den- 
tistry, optometry,  veterinary  medicine,  medical  technology,  and 
pharmacy.  Henne  and  Assistants. 

552  Organic  Chemistry  U  5 

W,  S«.    3  cl.,  6  lab.  hrs. 
Prereq  :  551. 

Not  open  to  students  with  credit  for  452. 
Continuation  of  551.  Hcnnc  and  Assistants. 


Mathematics 

439  Algebra  and  Trigonometry  U  5 

A.W.Sp.Su.  Scl. 

Prereq.:  412  or  satisfactory  scon  on  OSV  Math.  Test. 

Not  open  for  credit  to  student*  having  credit  for  416  or 

Math,  courses  with  416  as  prerequisite. 
Inequalities,  functions,  graphs,  exponential  and  logarithmic  and 
trigonometric  functions  and  their  graphs,  complex  numbers,  inverse 
functions. 

440  Calculus  and  Analytic  Geometry  U  5 

A,W,Sp,Su.  Scl 

Prereq.:  439  or  Level  I  Placement  on  OSV  Math.  Test. 

Not  open  to  students  with  credit  for  418. 
Lines,  slopes,  derivatives,  limits  differentiation,  rules,  mean-value 
theorem,  applications  of  derivatives  to:  curve  sketching,  maxima 
and  minims,  linear  motion,  related  rates,  approximations,  conies. 

Microbiology 

607      General  Microbiology  (7  G  5 

A,W,Sp,Su.    3  cl,  2  3-hr.  tab. 

May  not  be  token  concur,  with  809. 

Not  open  to  student*  with  credit  for  880. 
The  characteristics  of  microorganisms  and  their  application*  in 
everyday  processes;  experience  in  isolating  and  identifying  bacteria. 
Randies,  Frea,  and  Pfister. 

622      Principles  of  Infection  and  U   G  5 

Resistance 

A.W,  Sp,  Su.    3  cl,  2  t-hr.  lobe. 

Prereq.:  607  or  equto. 
A  study  of  host-parasite  relationships,  with  fmghsals  ee  patho- 
genicity and  immunity.  t>odd,  Chorpennsng. 

Pathology 

650      Pathology  U  5 

A.    3d.,  6  lab.  hrs. 

Prereq.:   Optom.  4th   yr.   standing,  Chem.   55 1  -552; 

Physiol.  601-602;  Anat.  607-008. 
General  pathology  including  the  etiology  of  infectious  disease,  dis- 
turbances of  nutrition,  infia  (nation,  and  neoplasia,  with  special 
reference  to  the  influence  upon  ophthalmic  pathology;  selected 
chapters  of  Special  Pathology;  histologic  and  gross  demonstrations. 
Buerger. 

Physics 

411  General  Physics:  Mechanics  and  Heat      U  5 

A,  W,  Sp,  Su.  4  cl,  1  2-hr.  lab. 
Prereq.:  Eligibility  for  Math.  439. 

Gaines. 

412  General  Physics:  Electricity,  U  5 
Magnetism,  and  Light 

A,  W,  Sp,  Su.    4  cl,  1  2-hr.  lab. 
Prereq.:  411. 

Eriekmm. 

413  General  Physics:  Modem  Physics  U  5 

A.  W,  Sp.  Su.    4  cl,  1  2-hr.  lob. 
Prereq.:  412. 

505      Intermediate  Geometrical  Optics  U  3 

W.  3d. 

Prereq.:  411-412-413  and  Math.  440. 

Not  oven  to  students  with  credit  for  605. 
Ray  optics  of  thick  lenses,  mirrors,  prisms,  and  their  combination; 
apertures  and  aberrations.  Nielsen. 
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506       Intermediate  Physical  Optics  U   3  Zoology 

Sp.  3d. 

Prereq.:  411-412-413  and  Hath.  440.  404      General  Zoology  U  5 

No*  op*n  to  ttudenU  with  credit  for  606.  A  W  Sp  Su.    2  cL,  3  1-hr.  lab. 

Wave  theory  of  optical  phenomena;  application*.  Nielsen.  Prereq  •  400  of  Biol  403 

,  No*  open  to  ttudenU  with  credit  for  401  or  40*. 

535  Geometrical  Optics  Laboratory  U   2       A  -wJv  ^  ^  varkty     ^oj^  wtth  emphasis  on  organ  sys- 

W.    1  4-hr.  lab.  tens  and  their  functions,  the  interreUtionships  with  each  other, 

Prereq.  or  concur.:  505  or  605.  «P»c«  and  time.  Baub  and  AttittanU. 
Not  open  to  ttudenU  with  credit  for  635. 
Selected  experiments  in  geometrical  optics.  ZumstefJi. 

536  Physical  Optics  Laboratory  U  2 

Sp.    14-hr.  lab. 
Prereq.  or  concur.:  506  or  606. 
Not  open  to  ttudenU  with  credit  for  636. 
Selected  expeiimfto  m  physical  optics.  ZumtUto. 


Physiology 

601  Advanced  Mammalian  Physiology       U   G  5 

A.    4  cl.,  1  lab. 

Prereq.:  Inorganic  and  Organic  Chenu,  Tfnjtie*  411,  411, 
413  or  equiv.  and  1  year  Bid.  Sc.  or  pmrmttelem  of 
department  chairman. 

Advanced  physiology  of  muscle,  nerve,  central  nervous  system, 

special  senses,  digestion,  and  metabolism. 

602  Advanced  Mammalian  Physiology       U   G  5 

W.    4  cl.,  1  lab. 

Prereq.:  Inorganic  and  Organic  Chem,,  Thymic!  411,  412, 
413  or  equio.  and  1  year  BicL  Sc„  or  ptmtieeknt  of 

department  chairman. 

Not  for  graduate  credit  to  ttudenU  motoring  in  Phutiai. 
Advanced  physiology  of  body  fluids  sad  excretion,  circulation, 
respiration,  body  temperature  regulation,  and  andocirnaa. 


Psychology 

505  General  Psychology;  Motivation  and        U  3 

Action 

A,  W.    3  cl. 

Prereq.:  3rd  yr.  ttanding  and/or  concur.  508. 
A  behavioristic  presentation  of  experimental  work  on  teaming  and 
motivation.  E  nekton,  littet. 

506  General  Psychology:  T-f»»Wng  and  U  .  3 
Thinking 

W,  Sp.  3d. 

Prereq.:  3rd  ur.  Handing  and  505. 
The  principles  developed  in  505  are  extended  to  complex  human 
behavior,  especially  verbal.  Johnson. 

623       Engineering  Psychology  U   G  3 

A,  Sp.     3  cl. 

Prereq.:  504  or  508  or  equic,  and  15  cr.  hrt.  in  Psychol, 
or  5  cr.  hrt.  in  Piychol.  and  9  cr.  hrt.  in  engineering 
courtet  on  time  and  motion  study,  quality  control,  or 

machine  design. 

Application  of  methods  and  techniques  from  experimental  psy- 
chology to  problems  of  equipment  design  for  human  use;  (he 
design,   operation   and   management   of  man-machine  rrsterns. 

Briggt,  Goldstein. 
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Attachment  E 

State  Board  Examinations 

After  graduation  from  optometry  school,  the  optometrist  must  take  a  State 
Board  examination  in  the  state  in  which  he  intends  to  practice.  These  examina- 
tions are  administered  by  state  boards  of  examiners  in  optometry.  The  typical 
examination  covers  the  following  subjects : 

1.  Ocular  Anatomy. 

2.  Ocular  Pathology. 

3.  Practical  Optometry. 

4.  Theoretical  Optometry. 

5.  Physical  and  Geometrical  Optics. 

6.  Physiological  Optics. 

7.  Physiology. 

8.  Optometrical  Mechanics. 

9.  A  Clinical  Examination. 

At  their  discretion  thirty-four  state  boards  grant  licenses  by  reciprocity. 
Twenty-eight  accept  success  on  a  uniform  examination  given  by  The  National 
Board  of  Examiners  in  Optometry  as  a  substitute  for  their  own  written  examina- 
tions. The  National  Board  of  Examination  consists  of  three  sections.  Part  I 
encompasses  Visual  Sicence  I,  Theoretical  Optics,  and  Anatomy  of  the  Eye; 
Part  II  consists  of  Visual  Science  II,  Theory  and  Methods  of  Optometry,  Ophthal- 
mic Optics,  Diseases  of  the  Eye,  Social,  Legal,  Economic  and  Professional  Aspects  ; 
and  Part  III  is  a  practical  examination  in  Clinical  and  professional  Skill  and 
Judgment. 

Attachment  F 

Bills  To  Amend  Title  XVIII  of  the  Social  Security  Act  To  Provide  Payment 
for  Optometrists'  Services  Under  the  Program  of  Supplementary  Medical 
Insurance  Benefits  for  the  Aged  as  of  March  8,  1967 

H.R.   216:  William  H.  Bates  (R.-Mass.). 
H.R.    719:  Craig  Hosmer  (R.-Calif.). 
H.R.    737:  Richard  Ichord  (D.-Mo.). 
H.R.  1261:  B.  F.  Sisk  (D.-Calif.). 
H.R.  1417:  James  B.  Utt  (R.-Calif.). 
H.R.  1465:  Louis  C.  Wyman  (R.-N.H.). 
H.R.  2141:  Edward  R.  Roybal  (D.-Calif.). 
H.R.  2302:  Frank  M.  Clark  (D.-Pa.). 
H.R.  2587:  V.  W.  Thomson  (R.-Wisc). 
H.R.  3292:  Don  Edwards  (D.-Calif.). 
H.R.  4104:  James  C.  Corman  (D.-Calif.). 
H.R.  4123:  John  J.  McFall  (D.-Calif.). 
H.R.  4243:  W.  R.  Hull,  Jr.  (D.-Mo.). 
H.R.  4873:  H.  T.  Johnson  (D.-Calif.). 
H.R.  5621:  Chet  Holifield  (D.-Calif.). 
H.R.  5885:  J.  M.  McDade  (R.-Pa.). 
H.R.  5889:  T.  P.  O'Neill,  Jr.  (D.-Mass.). 
H.R.  6366:  Henry  Helstoski  (D.-N.J.). 
H.R.  6789  :  Don  Fuqua  (D.-Fla.) . 
H.R.  6807:  Jame^  J.  Howard  (D.-N.J.). 
H.R.  6808:  Charles  S.  Joelson  (D.-N.J.). 
H.R.  6826:  C.  M.  Teague  (R.-Calif.). 
H.R.  6903:  Donald  D.  Clancy  (R.-Ohio). 

Attachment  G 

Points  Considered  by  Optometrists  To  Be  Essential  in  Any  Arrangements  for 
Provisions  of  Vision  Services 

(By  the  Committee  on  Public  Health  and  Optometric  Care,  American 
Optometric  Association,  November  21, 1966) 

1.  That  they  be  allowed  to  join  with  others  to  serve  the  health  needs  of  all 
our  people. 
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2.  That  they  be  permitted  to  provide  the  highest  quality  and  broadest  scope 
of  vision  services  to  all  the  people. 

3.  That  his  dignity  and  code  of  ethics  be  respected. 

4.  That  he  be  subject  only  to  the  judgment  of  his  peers  in  his  professional 
activities. 

5.  That  he  have  freedom  of  professional  judgment  within  his  field,  of  compe- 
tence. 

6.  That  he  have  reasonable  remuneration  commensurate  with  his  education 
and  professional  service. 

7.  That  he  have  opportunity  to  enhance  his  knowledge  and  skills  through  con- 
tinuing education. 

8.  That  he  participate  in  the  planning  process  for  his  own  and  his  colleagues' 
services. 

Mr.  Burke  (presiding).  Thank  you,  Dr.  Chapman.  Are  there  any 
questions  ? 

Thank  you,  Doctor.    We  appreciate  your  appearance. 
Dr.  Chapman.  Thank  you. 

(The  following  documents  were  subsequently  received:) 

Department  of  Health,  Education,  and  Welfare, 

Social  Security  Administration, 

Office  of  the  Commissioner, 

Baltimore,  Md.,  April  27,1967. 

Mr.  John  M.  Martin,  Jr., 

Assistant  Chief  Counsel,  Committee  mi  Ways  and  Means, 
House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Martin  :  As  you  requested,  I  am  enclosing  a  statement  about  the 
coverage  of  eye  care  under  the  health  insurance  program  of  title  XVIII  of  the 
Social  Security  Act.  I  am  also  sending  you  a  copy  of  a  position  paper  issued  by 
the  American  Optometric  Association  which,  among  other  things,  requests  an 
amendment  to  the  law  that  would  bring  optometrists  within  the  definition  of  a 
"physician."  A  similar  statement  has  been  sent  to  Mr.  Ullman. 

As  you  know,  payment  cannot  be  made  under  the  medicare  program  for  routine 
checkups,  or  for  eyeglasses  or  eye  examinations  for  the  purpose  of  prescribing, 
fitting,  or  changing  eyeglasses.  Payment  can  be  made,  however,  for  services 
furnished  by  physicians  in  connection  with  the  diagnosis  and  treatment  of  eye 
diseases  or  injuries.  Thus,  treatment  by  an  ophthalomologist  (or  any  other 
physician)  of  a  disease  of  the  eye  is  covered  under  the  program,  but  the  charges 
he  may  make  for  an  eye  examination  to  determine  the  need  for  eyeglasses  or 
charges  for  prescribing  and  fitting  eyeglasses  are  not  covered.  The  enclosed  state- 
ment sets  out  the  policies  that  apply  with  respect  to  the  exclusions. 

Optometry  is  the  clinical  application  of  physiological  optics  (as  opposed  to 
the  diagnosis  and  treatment  of  pathological  eye  conditions).  As  the  American 
Optometric  Association's  statement  indicates,  an  optometrist,  in  conducting  an 
eye  examination,  may  use  some  of  the  same  techniques  used  by  an  ophthal- 
mologist— visual  field  examinations,  tonometry,  ophthalmoscopy,  and  other 
evaluative  procedures  routinely  used  in  connection  with  examinations  for  the 
purpose  of  detecting  refractive  errors  and,  where  necessary,  prescribing  eye- 
glasses. It  is  true  that  an  optometrist's  professional  training  also  includes  in- 
strution  in  the  recognition  of  symptoms  of  eye  diseases.  However,  the  services 
of  optometrists  do  not  include  the  medical  diagnosis  or  treatment  of  pathological 
eye  conditions.  When  an  optometrist  detects  or  suspects  the  presence  of  pa- 
thology, he  is  under  a  professional  obligation  to  refer  the  patient  to  a  physician 
for  medical  diagnosis  and  treatment.  An  optometrist's  services  rendered  in  con- 
nection with  the  usual  determination  of  the  need  for  eyeglasses  or  in  the  usual 
determination  of  the  type  of  glasses  to  be  provided  are  excluded  from  coverage 
whether  provided  by  a  medical  doctor  or  an  optometrist.  On  the  other  hand,  the 
services  rendered  by  ophthalmologists  which  are  covered  under  the  program — 
those  not  related  to  eyeglasses — are  usually  not  performed  by  optometrists. 

If  coverage  were  provided  under  the  program  for  an  optometrist's  services  in 
those  cases  in  which  there  is  some  recognition  of  disease  symptoms  and  subse- 
quent referral  of  the  patient  to  a  physician,  a  significant  precedent  would  be 
established  for  extending  similar  coverage  to  the  services  of  a  large  number  of 
other  types  of  nonphysician  paramedical  personnel.  For  example,  physical  and 
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occupational  therapists,  audiologists,  speech  pathologists,  psychologists,  and  other 
types  of  practitioners  may,  in  the  course  of  providing  their  usual  services,  detect 
symptoms  of  disease  and  refer  patients  to  physicians  for  a  medical  diagnosis 
and  treatment.  Morover,  to  provide  coverage  for  the  services  of  nonphysician 
practitioners  before  a  clear  medical  need  for  the  services  has  been  established 
by  a  physician  would  represent  a  basic  shift  in  emphasis  since  the  present  law 
is  based  on  the  premise  that  the  physician  is  to  be  the  key  figure  in  determining 
both  the  need  for  and  the  utilization  of  health  services. 

We  can  understand  the  concern  expressed  by  the  optometrists  that  with 
respect  to  the  services  they  are  legally  authorized  and  competent  to  provide 
they  be  treated  on  an  equal  basis  with  medical  doctors.  However,  we  believe 
that  present  law  does  not  violate  this  principle  and  that  it  is  neither  necessary 
nor  desirable  to  amend  the  statute  to  include  optometrists  within  the  definition 
of  the  term  "physician"  in  order  to  assure  adherence  to  this  principle.  The 
services  which  optometrists  are  legally  authorized  and  competent  to  perform 
are  generally  those  services  which  are  specifically  excluded  from  coverage  as 
eye  examinations  for  the  purpose  of  prescribing  eyeglasses ;  where  an  ophthalmol- 
ogist performs  the  same  services  for  the  purpose  of  prescribing  eyeglasses  they 
would  also  be  excluded.  However,  the  ophthalmologist  is  also  a  medical  doctor 
with  a  recognized  legal  authorization  and  competence  to  perform  a  considerably 
broader  range  of  eye  care  services  covering  the  diagnosis  and  treatment  of 
eye  diseases  and  injuries.  Thus,  inclusion  of  ophthalmologists  in  the  term 
"physician"  is  intended  to  give  explicit  recognition  to  the  fact  that  ophthalmol- 
ogists perform  services  outside  of  the  special  legal  authorization  and  competency 
of  optometrists. 

In  addition,  as  medical  doctors,  ophthalmologists  bear  along  with  all  other 
physicians  certain  additional  responsibilities  under  the  medicare  program  which 
are  related  to  their  legal  status  and  professional  competence.  Thus,  the  medicare 
program  provides  that  the  determination  as  to  the  need  for  medical  services  is  a 
decision  to  be  made  by  a  medical  doctor,  i.e.,  a  "physician"  in  the  language  of 
the  statute,  and  that  such  services  are  to  be  provided  either  by  the  physician 
or  in  accordance  with  his  authorization  or  prescription.  (Also,  as  you  know, 
physicians  must  serve  on  utilization  review  committees  and  assume  the  respon- 
sibility for  rendering  medical  judgments  on  admissions,  length  of  stay  and  the 
medical  necessity  for  services  furnished  in  an  institutional  setting.)  To  include 
optometrists  within  the  term  "physician"  would,  therefore,  have  the  effect  on 
one  hand  of  extending  to  optometrists  the  right  to  receive  reimbursement  for 
their  services  or  services  that  they  might  prescribe  without  the  authorization 
of  a  medical  doctor,  and  on  the  other  hand  of  extending  to  optometrists  certain 
functions  and  responsibilities  which  they  cannot  now  perform  and  which  would 
exceed  their  professional  competence. 
Sincerely  yours, 

Robert  M.  Ball, 
Commissioner  of  Social  Security. 

~i{       ••  •'  •  *       *  * 

Department  of  Health,  Education,  and  Welfare, 

Social  Security  Administration, 

Office  of  the  Commissioner, 

Baltimore,  Md. 

report  regarding  the  coverage  of  eye  care  under  the  health 
insurance  program 

Background 

Section  1862(a)  (7)  of  the  law  excludes  from  coverage  routine  physical  check- 
ups, eyeglasses,  or  eye  examinations  for  the  purpose  of  prescribing,  fitting,  or 
changing  eyeglasses  without  regard  to  whether  these  services  are  furnished 
by  a  physician  or  by  another  practitioner.  The  term  "physician,"  as  defined  for 
medicare  purposes,  includes  a  doctor  of  medicine  or  osteopathy  legally  authorized 
to  practice  medicine  and  surgery  by  the  State  in  which  he  performs  such  func- 
tion or  action.  An  ophthalmologist  is  a  "physician"  specializing  in  the  diseases  of 
the  eye.  Optometrists,  however,  are  not  included  within  the  scope  of  the  statutory 
definition  of  the  term  "physician,"  since  they  are  not  legally  authorized  to 
practice  medicine  and  surgery. 
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Present  policy 

Since  an  ophthalmologist  is  a  "physician,"  his  medical  services  are  covered 
in  the  same  manner  as  the  services  of  any  other  medical  doctor.  Likewise,  the 
services  he  performs  which  come  within  the  exclusions  relating  to  routine 
physical  examinations  and  examinations  for  the  purpose  of  prescribing,  fitting 
or  changing  eyeglasses  are  not  covered,  just  as  they  would  not  be  covered  if  any 
other  physician  furnished  such  services. 

When  an  ophthalmologist,  or  any  other  physician,  furnishes  eye  care  services 
to  an  eligible  beneficiary,  the  program  will  cover  the  physician's  services  if  the 
examination  results  in  a  pathological  finding  (other  than  refractive  error) 
and/or  treatment  of  an  eye  disease  or  injury.  If  no  eye  disease  or  injury  is 
found,  the  physician's  services  rendered  to  the  patient  during  that  visit  are  ex- 
cluded from  coverage  since  the  services  would  then  come  within  the  exclusions 
relating  to  routine  physical  checkups  or  examinations  for  the  purpose  of  prescrib- 
ing, fitting,  or  changing  eyeglasses. 

Discussion 

Various  alternatives  were  explored  in  attempting  to  arrive  at  an  equitable 
and  administratively  feasible  policy  with  regard  to  the  exclusions.  After  ex- 
tensive consultation  with  professional  associations  representing  ophthalmologists 
and  optometrists,  specialists  in  the  Public  Health  Service,  and  many  insurance 
companies  which  presently  administer  similar  provisions  in  their  own  health 
plans,  consideration  was  narrowed  down  to  essentially  two  basic  approaches : 

1.  Separate  the  services  furnished  by  an  ophthalmologist  during  an  examina- 
tion of  a  patient  into  two  component  parts — (a)  refractive-type  services  and 
(b)  all  other  services  relating  to  the  diagnosis  or  treatment  of  an  eye  disease 
or  injury.  Exclude  from  coverage  the  refractive- type  service  performed  by  an 
ophthalmologist  (or  any  other  physician)  during  any  given  examination  of 
a  patient  as  services  representing  an  "eye  examination  for  the  purpose  of 
prescribing,  fitting,  or  changing  eyeglasses" ; 

2.  Treat  all  the  services  furnished  during  any  given  examination  by  the 
ophthalmologist  (or  any  other  physician)  as  covered  or.  excluded  in  their  en- 
tirety depending  upon  the  findings  made  and/or  treatment  provided  as  a  re- 
sult of  the  examination.  For  example,  when  the  physician  finds  no  eye  disease 
or  injury,  treat  the  entire  examination  as  an  excluded  service  since  it  will 
essentially  represent  either  a  "routine  physical  checkup"  or  "eye  examination 
for  the  purpose  of  prescribing,  fitting,  or  changing  eyeglasses."  On  the  other 
hand,  where  a  disease  or  injury  of  the  eye  is  diagnosed,  treat  the  entire  examina- 
tion by  the  physician  as  a  covered  service. 

After  careful  and  extended  deliberation,  the  second  approach  was  adopted. 
Among  the  more  compelling  considerations  for  adopting  this  approach  are  the 
following:  Ophthalmologists  have  pointed  out  that,  from  a  professional  and 
practical  point  of  view,  there  is  no  distinction  made  by  the  ophthalmologist 
in  the  type  of  services  performed,  that  there  are  many  situations  where  re- 
fractive-type services  furnished  by  an  ophthalmologist  are  an  essential  part 
of  the  diagnostic  steps  required  in  order  to  ascertain  or  confirm  the  presence 
of  a  pathological  condition,  that  ophthalmologists  have  never  treated  any  por- 
tion of  their  charges  as  relating  specifically  to  a  refraction,  and  that  with 
respect  to  any  given  visit  there  is  essentially  no  distinction  made  in  charges 
regardless  of  whether  or  not  a  refraction  is  performed. 

Another  practical  consideration  for  adopting  the  second  approach  was  the 
experience  of  the  health  insurance  industry  with  this  type  of  exclusion.  The 
great  majority  of  the  insurance  companies  and  Blue  Shield  plans  which  we  have 
contacted  and  which  administer  eye  care  provisions  similar  to  those  contained 
in  the  medicare  law  use  essentially  the  second  approach  in  their  own  programs. 
Moreover,  since  beneficiaries  and  physicians  have  had  considerably  more  ex- 
perience with  this  method  under  private  insurance  plans,  it  can  be  expected 
that  by  using  the  same  approach  under  medicare,  beneficiary  and  physician 
understanding  of  the  policy  would  be  enhanced.  ?> 

One  additional  significant  consideration  for  adopting  the  "all  or  nothing 
approach  is  that  this  approach  would  not  create  a  situation  which  would  be 
inequitable  to  optometrists  since  there  would  be  no  incentive  for  a  beneficiary 
to  go  to  an  ophthalmologist  for  services  which  are  in  reality  for  the  purpose  of 
prescribing,  fitting,  or  changing  eyeglasses. 
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An  optometrist  is  not  a  "physician"  under  the  medicare  law  nor  are  optometric 
services  listed  among  the  other  health  services  covered  hy  the  medical  insurance 
program.  Therefore,  those  services  performed  by  independently  practicing  op- 
tometrists which  are  not  included  within  the  coverage  provisions  of  the  law  or 
which  are  contained  in  the  statutory  exclusions  are  not  reimbursable  as  covered 
expenses  under  the  medical  insurance  program.  Thus,  optometrists'  services  per- 
formed in  connection  with  prescribing,  fitting,  or  changing  eyeglasses  are  ex- 
cluded from  coverage.  However,  optometrists'  services  performed  in  connection 
with  furnishing  prosthetic  lenses  prescribed  for  the  beneficiary  by  a  physician 
are  covered  as  are  the  prosthetic  lenses  themselves.  (While  eyeglasses  are  spe- 
cifically excluded  from  coverage,  a  separate  provision  of  the  law  covers  prosthetic 
devices — other  than  dental — which  replace  all  or  part  of  an  internal  body  organ. 
Thus,  "eyeglasses"  which  replace  an  internal  body  organ  (the  lens  of  the  eye), 
as  for  example  after  cataract  surgery,  are  covered  as  prosthetic  lenses.) 

Robert  M.  Ball, 
Commissioner  of  Social  Security. 

*    *  * 

A  Position  Statement  by  the  American  Optometric  Association's  Depart- 
ment of  National  Affairs  Concerning  Title  XVIII  of  Public  Law  89-97 

The  Department  of  National  Affairs  is  gravely  concerned  that  the  traditional 
freedom  of  the  optometric  patient  to  independently  select  a  doctor  of  optometry 
for  optometric  services  is  being  eroded  by  Title  XVIII  of  Public  Law  89-97,  better 
known  as  "Medicare".  The  effect  of  this  law  is  far  reaching  and  has  an  injurious 
impact  upon  the  traditional  pattern  of  providing  optometric  services  to  the  people 
of  America. 

Although  the  law  specifically  excludes  from  coverage  ".  .  .  routine  physical 
checkups,  eyeglasses,  or  eye  examinations  for  the  purpose  of  prescribing,  fitting, 
or  changing  eyeglasses  .  .  ."  (section  1862(a)(7),  and  this  exclusion  is  ap- 
plicable whether  such  services  are  performed  by  an  ophthalmologist  or  by  an 
optometrist,  many  of  the  services  of  an  optometrist  which  do  not  come  within 
this  statutory  exclusion  are  being  provided  under  Medicare.  Because  of  the 
manner  in  which  the  law  was  drafted,  the  doctor  of  optometry  is  prohibited 
from  providing  covered  services  to  his  patient,  but  the  medical  or  osteopathic 
doctor  is  encouraged  to  provide  them. 

Part  "B"  of  Medicare  permits  doctors  of  medicine  and  osteopathy  to  perform 
the  following  types  of  services,  for  which  optometrists  have  been  trained,  and  are 
licensed  to  perform — 

(1)  Visual  field  examinations, 

(2)  Tonometry, 

(3)  Ophthalmoscopy, 

(4)  Artificial  eye  fitting, 

(5)  Retinoscopy, 

(6)  Slit  lamp  biomicroscopy, 

(7)  Color  vision  testing, 

(8)  Evaluation  of  fusional  status, 

(9)  Orthoptics/pleoptics  and  visual  training, 

(10)  Space  eikonometry, 

(11)  Certification  of  need  for  aphakic  correction  or  replacements, 

(12)  Developmental  examination  of  retarded  children, 

and  other  investigations  that  are  for  the  purpose  of  determining  whether  or  not  a 
patient  has  an  abnormal  ocular  or  systemic  condition  that  is  revealed  by  one  or 
more  of  the  many  eye  examination  procedures. 

THE  OPTOMETRIST  IS  EDUCATED  TO  DETECT  PATHOLOGY 

Optometric  education  and  public  policy  places  upon  the  optometrist  the  right 
and  responsibility  to  detect  the  presence  of  pathology.  In  his  painstaking  probe 
for  any  pathology  or  abnormality  of  the  eye,  or  of  the  neuromuscular  system 
which  supports  visual  function,  he  uses  the  ophthalmoscope,  the  slit  lamp,  the 
exophthalmometer,  the  transilluminator,  and  a  variety  of  additional  instruments, 
the  procedures  for  which  Medicare  reimburses  the  patients. 
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THE    OPTOMETRIST    IS   UNIFORMLY   LICENSED   AND    HIS   EDUCATION  ACCREDITED 

Title  XVIII  compels  the  beneficiary  to  seek  services  from  only  three  kinds  of 
practitioners,  the  medical,  osteopathic  and  dental.  There  are  only  four  disciplines 
in  the  United  States  which  independently  examine,  prescribe  and  correct  one  or 
more  of  the  health  problems  of  human  beings ;  who  are  licensed  by  every  state, 
and  whose  educational  accreditation  is  accepted  by  the.  U.S  Office  of  Education. 
These  are  medicine,  dentistry,  optometry,  and  podiatry.  Yet,  Title  XVIII  of  Public 
Law  89-97  restricts  the  beneficiary  to  only  two  of  the  four  disciplines,  medicine 
and  dentistry.  The  significance  of  this  limitation  is  clear.  It  severely  interferes 
with  the  public's  method  of  obtaining  health  services  from  optometrists.  Services 
which  are  regularly  provided  by  optometrists  for  their  patients  can  only  be  ob- 
tained from  doctors  of  medicine  or  osteopathy. 

CONGRESS  INTENDED  FREE  CHOICE  BY  PATIENT 

It  was  the  intent  of  Congress  that  free  choice  of  the  patient  should  be  guar- 
anteed. Section  1802  states :  "Any  individual  entitled  to  insurance  benefits  under 
this  title  may  obtain  health  services  from  any  institution,  agency,  or  person 
qualified  to  participate  under  this  title  if  such  institution,  agency  or  person  under- 
takes to  provide  him  such  services." 

Section  1802  of  Medicare  is  violated  for  the  optometric  patient  by  the  require- 
ment of  the  law  that  only  a  physician  can  provide  or  certify  as  to  the  need  for  the 
provision  of  services  to  the  beneficiary.  For  the  purposes  of  Title  XVIII :  "The 
term  'physician'  when  used  in  connection  with  the  performance  of  any  function  or 
action,  means  (1)  a  doctor  of  medicine  or  osteopathy  legally  authorized  to  prac- 
tice medicine  and  surgery  by  the  state  in  which  he  performs  such  function  or 
action  (including  a  physician  within  the  means  of  section  1101(a)(7)  or  (2) 
a  doctor  of  dentistry  or  of  dental  or  oral  surgery  who  is  legally  authorized  to 
practice  dentistry  by  the  state  in  which  he  performs  such  function  but  only  with 
respect  to  (A)  surgery  related  to  the  jaw  or  any  structure  contiguous  to  the  jaw 
or  (B)  the  reduction  of  any  fracture  of  the  jaw  or  any  facial  bone."  (Section 
1861 (r)) 

These  provisions  of  the  law  which  interfere  with  established  relationships  be- 
tween patients  and  optometrists  or  which  impair  the  freedom  and  right  of  those 
covered  by  the  Act  to  obtain  authorized  health  care  services  from  doctors  of 
optometry  would  be  corrected  by  including  the  optometrist  within  the  definition 
of  a  "physician"  as  that  term  is  defined  in  Section  1861  (r). 

THE  OPTOMETRIC  PATIENT  IS  COMPELLED  TO  SEE  A  PHYSICIAN  FIRST 

The  administrative  interpretation  of  the  law  provides  that  an  optometrist  will 
be  paid  for  his  services  only  if  some  medical  doctor  has  ordered  or  approved  the 
services  of  the  optometrist. 

Robert  M.  Ball,  Commissioner  of  Social  Security,  in  a  letter  to  the  Washington 
Office  of  the  American  Optometric  Association  stated  "*  *  *  the  services  which 
an  optometrist  may  perform  in  providing  prosthetic  lens  would  be  covered  service 
under  the  law  (for  example,  where  the  lens  of  the  eye  has  been  removed  as  in 
cataract  surgery  and  the  optometrist  makes  the  refraction  for  the  prosthetic 
lenses).  As  you  know,  prosthetic  devices  which  replace  all  or  part  of  an  internal 
body  organ  are  covered  under  a  separate  provision  of  the  law  (Section 
1861  (s)  (8))." 

In  a  separate  letter  to  the  Washington  Office  four  days  later,  Dr.  Howard  L. 
Bost,  Acting  Director  of  the  Social  Security  Bureau  of  Health  Insurance,  reiter- 
ated the  language  contained  in  the  letter  of  his  Commissioner  and  then  added : 

''Where  a  physician  determines  that  there  is  a  need  for  a  prosthetic  lens  under 
this  condition,  payment  can  be  made  under  the  supplementary  medical  insurance 
program  for  the  covered  prosthetic  lens  regardless  of  whether  it  is  furnished  by 
an  ophthalmologist,  an  optometrist,  or  an  optician." 

OPHTHALMOLOGIST  CAN  BE  PAID  FOR  OPTOMETRIC  SERVICES 
BUT  OPTOMETRIST — NO 

Of  the  three  occupations  listed  by  Mr.  Bost,  only  the  ophthalmologist  is  defined 
as  a  "physician"  for  purposes  of  the  law.  The  ophthalmologist  is  free  to  provide 
the  optometric  services  authorized  under  the  Act  without  hindrance  whereas 
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the  doctor  of  optometry,  who  is  not  defined  by  the  Law  as  a  "physician"  must 
require  his  patient  to  undergo  a  "physician's"  determination  as  to  need  before 
he  can  proceed  in  providing  his  services.  Even  then,  he  is  limited  to  those  services 
which  relate  solely  to  the  provision  of  an  aphakic  lens  or  lenses. 

It  would  appear  that  if  the  patient  of  an  optometrist  can  be  reimbursed  for 
his  optometrists  services  in  connection  with  the  provision  of  aphakic  lenses  that 
he  should  also  be  able  to  obtain  reimbursement  for  other  authorized  optometric 
services,  providing  of  course,  that  a  "physician"  had  previously  determined  the 
need.  The  Social  Security  Administration  states  that  the  patient  cannot  be  so 
reimbursed  because  of  the  limiting  language  of  Section  1861  (s)  which  defines 
which  medical  and  other  health  services  can  legally  be  provided.  Section  1861  (s) 
lists,  as  the  first  two  services  which  can  be  provided : 
"(1)  physician's  services ; 

"(2)  services  and  supplies  (including  drugs  and  biologicals  which  cannot, 
as  determined  in  accordance  with  regulations  be  self-administered)  fur- 
nished as  in  incident  to  a  'physician's'  professional  services,  of  kinds  which 
are  commonly  furnished  in  physician's  offices  and  are  commonly  either  ren- 
dered without  charge  or  included  in  the  physician's  bills  and  hospital 
services  (including  drugs  and  biologicals  which  cannot  as  determined  in 
accordance  with  regulations,  be  self -administered)  incident  to  physician's 
services  rendered  to  outpatients  *  *  *." 
According  to  the  Social  Security  Administration,  medical  or  osteopathic  prac- 
titioners can  be  reimbursed  on  claims  for  all  services,  except  those  expressly 
excluded  by  law  ( and,  therefore,  can  provide  those  optometric  services  which  are 
authorized),  because  they  are  defined  as  "physician".  Optometrists  cannot  be 
reimbursed  because  they  are  not  so  defined. 

LAW  SAYS  OPTOMETRY  CAN  ONLY  BE  AN  INCIDENT  TO  A  PHYSICIAN 'S  SERVICE 

There  is  one  exception,  however.  The  Administration  can  reimburse  optometric 
patients  for  aphakic  lenses,  and  the  necessary  services  connected  therewith,  but 
only  because  they  are  "services  and  supplies  *  *  *  furnished  as  an  incident  to  a 
physician's  professional  serviced  Even  with  this  loophole,  the  optometric  patient 
cannot  be  reimbursed  "unless  a  physician  has  determined  the  need." 

It  is  no  secret  that  in  many  instances,  medical  doctors  will  not  authorize  the 
health  care  services  of  an  optometrist,  and  generally  do  not  refer  patients  to 
optometrists.  Although  optometrists  are  licensed  to  render  health  care  services 
for  the  eye  in  every  state,  the  American  Medical  Association  has  regarded  asso- 
ciations between  medics  and  optometrists  as  being  unethical.  From  the  view  of 
many,  such  conduct  by  medical  doctors  and  by  the  American  Medical  Association 
restrains  doctors  of  optometry  in  the  practice  of  their  profession. 

The  AOA  Department  of  National  Affairs  believes  that  Congress,  in  adopting 
this  legislation  authorizing  certain  types  of  health  care  for  the  eyes,  did  not 
provide  or  intend  to  provide  that  medical  doctors  should  have  the  right  to  deter- 
mine for  the  patient  whether  an  optometrist  may  render  a  health  care  service 
included  within  the  Act's  coverage  and  which  the  optometrist  is  qualified  and 
licensed  in  every  state,  district  and  territory  to  perform. 

ADMINISTRATION  AGREES  THAT  PATIENT  SHOULD  HAVE  FREEDOM 

The  law  needs  a  provision  which  accords  to  the  patient  the  freedom  to  seek 
those  optometric  services  which  are  authorized  by  the  Act  from  an  optometrist 
without  the  prior  or  subsequent  approval  of  a  medical  doctor.  Moreover,  the  ad- 
ministrative regulation  should  make  it  clear  that  optometrists  have  a  status 
coordinate  to  that  of  doctors  of  medicine  with  respect  to  those  health  care  serv- 
ices which  optometrists  have  been  licensed  to  render.  This  accords  with  adminis- 
trative policy  as  contained  in  a  letter  of  August  1, 1966  to  Congressman  Helstoski 
of  New  Jersey  from  Dr.  Philip  R.  Lee,  HEW's  Assistant  Secretary  for  Health 
and  Scientific  Affairs. 

Doctor  Lee  wrote : 

"Since  1950  the  provisions  of  Title  X  of  the  Social  Security  Act  authorizing 
grants  to  states  for  aid  to  the  blind  have  required  that  state  plans  for  this  pro- 
gram 'provides  that  in  determining  whether  an  individual  is  blind,  there  shall 
be  an  examination  by  a  physician  skilled  in  diseases  of  the  eye  or  by  an  optome- 
trist, whichever  the  individual  may  elect.'  The  Public  Welfare  Amendments  of 
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1962  established  Title  XVI  of  the  Social  Security  Act  authorizing  grants  to 
states  for  aid  to  the  aged,  blind  or  disabled,  or  for  such  aid  and  medical  assist- 
ance for  the  aged.  Identical  language  with  that  contained  in  Title  X  is  included 
in  this  new  title.  The  Social  Security  Amendments  of  1965  included  a  new  Title 
XIX  of  the  Social  Security  Act  authorizing  grants  to  states  for  medical  assist- 
ance programs.  Section  1905,  which  defines  the  term  'medical  assistance'  includes 
the  language  'eyeglasses  prescribed  by  a  physician  skilled  in  diseases  of  the  eye 
or  by  an  optometrist,  whichever  the  individual  may  select.' 

"Thus,  in  the  determination  of  blindness  as  a  factor  of  eligibility  for  public- 
assistance  payments  and  in  the  prescription  of  eyeglasses  under  the  new  medical 
assistance  programs,  the  Federal  Law  requires  states  to  give  an  individual  his 
free  choice  of  an  optometrist  or  a  doctor  of  medicine.  While  such  a  requirement 
does  not  exist  with  respect  to  other  aspects  of  public  welfare  programs,  the 
silence  of  the  Federal  statute  in  no  way  limits  the  freedom  of  states  to  use  op- 
tometrists in  such  other  ways  as  they  may  find  appropriate. 

"The  Department  agrees  that  the  American  public  should  continue  to  have 
freedom  of  choice  in  the  selection  of  a  practitioner  to  care  for  vision  problems.'" 

OPTOMETRISTS  ARE  QUALIFIED  AND  READILY  AVAILABLE 

Optometrists  are  legally  and  academically  qualified  in  all  states  and  territories 
to  perform — with  the  exception  of  surgery  and  medication  all  of  the  vision  and 
eye  care  services  medical  doctors  are  now  performing  under  Medicare.  Optome- 
trists are  performing  more  than  75%  of  the  vision  care  services  provided  to  the 
general  population  and,  because  there  are  some  17,000  of  them,  compared  to  less 
than  5,000  certified  ophthalmologists,  they  are  more  readily  available  and  more 
widely  distributed.  In  addition,  affording  the  beneficiary  freedom  whether  to 
obtain  health  care  authorized  by  the  Act  from  an  optometrist  will  avoid  paper- 
work involved  in  securing  medical  approval  or  certification  of  the  optometrist's 
services. 

The  inclusion  of  optometrists  within  the  legal  definition  of  "physician"  is  not 
new.  Several  state  laws,  such  as  that  of  California,  include  optometrists  within 
the  definition  of  physician  for  the  purpose  of  the  state's  workman's  compensation 
programs.  The  inclusion  under  the  Medicare  program  of  optometrists  as  "physi- 
cians solely  for  the  purposes  of  Title  XVIII,  differs  in  no  way  from  the  similar 
purpose  of  Congress  when  it  defined  dentists  as  physicians  for  purposes  of  the 
Act. 

It  is  unthinkable  that  the  United  States  Congress  would  contemplate  legislat- 
ing any  nationally  qualified  profession  out  of  its  universally  accepted  practice. 
Especially  optometry,  which  is  currently  providing  more  than  500  commissioned 
officers  for  the  military  services,  100  of  them  recently  drafted  from  essential  and 
critically  important  civilian  practices. 

OPTOMETRIC  SERVICES  ARE  INCLUDED  BUT  OPTOMETRISTS  CUT  OFF 

It  appears,  however,  that  if  the  Act  remains  as  it  is,  optometric  services  being 
included  in  the  Act,  but  optometrists  cut  off  from  the  provision  of  its  covered 
services,  that  the  livelihood  of  the  more  than  17,000  optometrists  of  the  United 
States  is  seriously  affected. 

One  of  the  serious  weaknesses  of  Title  XVIII  is  that  when  referring  to  "medical 
care"  it  deals  with  one  health  area  only.  The  term  "medical  care"  ignores  the 
other  respected  health  professions  which  independently  serve  the  patient's  health 
needs.  The  American  Optometric  Association  believes  that  Congress  intended  to 
use  the  term  "medical  care"  in  its  broadest  sense  so  that  the  patient  would  be 
free  to  select  not  only  the  "institution,  agency,  or  person  qualified  to  participate 
under  this  title,"  but  also  the  qualified  health  discipline  most  desired  by  the 
individual. 

The  omission  of  the  optometrist  as  a  provider  of  professional  service  is  a  dras- 
tic one,  not  only  for  the  patient,  who  must  break  a  life-long  habit  of  going  to  his 
family  optometrist  for  eye  services,  but  because  it  places  an  additional  burden 
on  the  nation's  critically  overworked  ophthalmologists.  Over  100  million  Ameri- 
cans seek  the  services  of  optometrists  and  ophthalmologists.  Millions  more  need 
optometric  services  but  have  not  obtained  them  for  one  reason  or  another.  The 
greatest  demands  and  the  greatest  needs  for  these  services  are  among  persons 
sixty-five  years  of  age  or  older,  those  for  whom  the  Medicare  program  was  in- 


SOCIAL  SECURITY  AMENDMENTS  OF  1967  1115 


tended.  This  age  group  is  also  the  group  most  inconvenienced  when  required  to 
travel  long  distances  to  seek  an  ophthalmologist,  when  the  optometrist's  service 
is  nearby  and  readily  available. 

TAX  DOLLARS  WERE  PROVIDED  TO  TRAIN  OPTOMETRISTS 

Optometrists  are  members  of  the  only  profession  requiring  a  minimum  of  six 
years  of  education  at  the  university  level,  four  years  of  which  are  devoted  solely 
to  studies  of  the  eye  and  vision  care.  They  are  in  the  only  profession  licensed 
exclusively  to  serve  the  vision  needs  of  the  nation.  To  obtain  such  a  license  they 
are  strictly  examined  by  state  boards  appointed  exclusively  for  that  purpose  by 
the  governors  of  every  state  and  territory  of  the  Union.  Among  them  will  be 
graduates  for  which  federal  tax  dollars  were  expended  under  the  Health  Pro- 
fessions Training  Act  to  educate  individuals  who  are  not  only  competent  to  per- 
form eye  examinations  and  undertake  corrections  of  the  health  problems  found, 
but  also  to  know  when  individual  cases  should  be  referred  for  medical  or  other 
professional  attention. 

TITLE  XVHI  REQUIRES  CORRECTION 

The  definition  of  "physician"  under  section  1861  (r)  'of  Title  XVIII  should  be 
amended  by  adding  before  the  period  at  the  end  thereof  the  following:  ",  or 
(3)  a  doctor  of  optometry,  but  only  with  respect  to  functions  which  he  is  legally 
authorized  to  perform  by  the  state  in  which  he  performs  them." 

There  is  no  additional  authorized  cost  to  the  taxpayer  by  the  addition  of 
this  amendment  nor  is  there  any  new  benefit  to  be  provided  under  the  program 
because  of  it.  The  services  authorized  to  be  performed  by  optometrists  already 
are  in  the  law.  It  will  assure  freedom  for  the  patient  to  select  the  discipline  of 
his  choice  for  a  service,  which  if  restricted  to  medical  practitioners  will  limit 
its  availability  to  a  great  proportion  of  the  public,  particularly  in  rural  areas. 
Ophthalmologists  need  large  hospitals,  usually  found  in  metropolitan  areas,  for 
their  patients,  and  consequently  establish  practices  nearby,  whereas  optometric 
practices  are  to  be  found  in  almost  every  small  town  and  rural  area  of  the 
nation. 

The  simple  intent  of  the  amendment  is  to  remove  the  requirement  that  a 
medical  or  osteopathic  doctor  must  certify  that  the  services  to  be  provided  are 
necessary  before  an  optometrist  can  be  reimbursed  for  his  authorized  services. 

In  the  event  a  correction  to  Title  XVIII  is  not  made  soon,  a  grave  injury 
will  result  to  the  traditional  optometric  patient  relationship  enjoyed  by  our 
senior  citizens  who  need  optometry's  continued  attention  the  most. 

Mr.  Burke.  The  next  witness  is  Dr.  Simard.  Dr.  Simard,  please 
come  forward.  Will  you  identify  yourself  for  the  record,  Doctor,  and 
also  your  associates. 

STATEMENT  OF  DR.  EENEST  E.  SIMARD,  PRESIDENT,  COLLEGE  OF 
AMERICAN  PATHOLOGISTS,  ACCOMPANIED  BY  DR.  0.  B.  HUNTER, 
JR.,  PRESIDENT-ELECT  AND  OLIVER  J.  NEIBEL,  JR.,  EXECUTIVE 
DIRECTOR 

Dr.  Simard.  Mr.  Chairman,  I  am  Dr.  Ernest  E.  Simard,  of  Salinas, 
Calif.,  president  of  the  College  of  American  Pathologists.  Accom- 
panying me  are  Dr.  Oscar  B.  Hunger,  Jr.,  of  Washington,  D.C.,  presi- 
dent-elect of  the  College  of  American  Pathologists  and  Mr.  Oliver  J. 
Neibel,  Jr.,  of  Chicago,  111.,  executive  director  and  general  counsel  of 
the  college. 

The  College  of  American  Pathologists  is  a  professional  society  of 
physicians  representing  approximately  5,000  doctors  of  medicine  prac- 
ticing the  medical  specialty  of  pathology  in  hospitals  and  medical 
schools,  clinics,  government,  research,  and  private  offices  throughout 
the  country. 
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I  appear  before  you  today  representing  these  physicians  in  present- 
ing their  views  on  those  aspects  of  H.R.  5710  which  seek  to  amend  title 
XVIII  to  establish  a  new  part  C  which  will  include  changes  in  the 
provisions  for  coverage  of,  and  reimbursement  for  inpatient  diag- 
nostic X-ray  and  inpatient  pathology  services  and  all  outpatient  hos- 
pital services. 

Pathologists  are  particularly  concerned  over  the  legislation  now  be- 
fore you  for  consideration.  Although  inexorably  a  substantial  num- 
ber of  physicians  who  are  not  pathologists  or  radiologists  will  be  di- 
rectly affected  as  to  the  method  of  their  professional  remuneration  by 
enactment  of  the  part  C  concept,  the  concern  of  pathologists  over  and 
above  that  of  the  rest  of  medicine  lies  in  the  fact  that  the  professional 
services  of  pathologists  rendered  in  hospitals  are  specifically  included 
in  the  complementary  part  C  program. 

With  the  risk  of  taking  many  of  you  once  again  over  a  quite  familiar 
path,  I  beg  your  indulgence  while  I  briefly  review  the  legislative  his- 
tory of  the  provisions  relating  to  the  reimbursement  for  the  provision 
of  pathology  service  to  medicare  beneficiaries. 

— fnrboth  H.R.  limdlS:_l789t}r  Congress,  the  professional  services  of 
pathologists,  radiologists,  anesthesiologists,  and  physiatrists  were 
specifically  included  in  definition  of  "inpatient  hospital  service"  and 
"outpatient  hospital  service." 

In  passing  H.R.  6675,  89th  Congress,  this  committee  of  the  House 
of  Representatives  removed  this  adverse  discrimination  against  these 
doctors  by  treating  physicians'  professional  services  in  these  special- 
ties in  exactly  the  same  way  as  other  doctors' services  were  covered 
under  part  B  of  title  XVIII. 

Speaking  quite  frankly,  pathologists  would  have  preferred  to  have 
the  total  payment  for  their  professional  services  placed  in  the  volun- 
tary insurance  portion  of  title  XVIII,  and  then  for  the  pathologist 
to  reimburse  hospitals  for  the  space,  equipment,  supplies,  personnel, 
et  cetera,  furnished  by  the  institution. 

We  genuinely  believed  then,  and  are  of  the  current  conviction,  that 
this  would  have  provided  the  maximum  physician  control  over  the 
medical  services  rendered  to  each  patient. 

However,  the  House  of  Representatives  and  the  Congress  chose  in 
enacting  Public  Law  89-97,  89th  Congress,  to  provide  that  the  non- 
professional costs  involved  in  the  operation  of  the  departments  of 
pathology,  radiology,  anesthesiology,  and  physiatry  be  reimbursable 
along  with  other  hospital  costs  under  part  A  of  title  XVIII. 

The  services  of  all  physicians,  including  pathologists  and  the  other 
so-called  hospital-based  specialists,  would  all  be  paid  under  the  same 
part  B  of  the  law.  This  committee  was  particularly  clear  on  this 
point  in  its  report  to  the  House  on  H.R.  6675  (H.  Rept.  213,  89th  Cong., 
first  sess.,  24 (1965) )  : 

Payments  would  not  be  made  under  the  hospital  insurance  plan  for  the  services 
of  physicians,  except  services  provided  by  interns  and  residents  in  training 
under  approved  teaching  programs.  Like  other  physicians'  services,  the  services 
of  radiologists,  anesthesiologists,  pathologists,  and  other  physicians  employed 
by  the  hospital  or  working  through  the  hospital  would  be  paid  for  under  the 
voluntary  supplementary  plan ;  such  .services  would  not  be  covered  under  the 
hospital  insurance  plan.  However,  the  services  of  the  nonphysicians  aiding 
such  persons  would  be  covered  under  the  hospital  insurance  plan. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1117 


Unfortunately  the  administrative  implementation  of  Public  Law 
89-97  has  not  chosen  to  follow  what  we  believe  to  be  the  clear  mandate 
of  the  Congress.  Beginning  in  January  1966,  with  the  publication 
by  the  Secretary  of  the  Department  of  Health,  Education,  and  Wel- 
fare of  a  series  of  eight  principles  entitled  "Reimbursement  Under 
Medicare  for  Service  of  Hospital-Based  Physicians";  continuing  in 
June  1966  with  proposed  rulemaking  relating  to  the  principles  of 
reimbursement  of  hospital-based  physicians;  and  ending  with  the 
publication  on  October  18,  1966,  of  Part  405,  Subpart  D :  Principles 
of  Reimbursement  for  Providing  Costs  and  for  Services  by  Hospital- 
Based  Physicians,  the  Department  of  HEW,  despite  repeated  objec- 
tions from  the  college,  the  AM  A  and  others,  has  interjected  into  the 
regulations  an  illusory  principle  which  provides,  in  essence,  that  the 
only  physicians'  services  reimbursable  under  part  B  are  identifiable 
services  requiring  performance  by  a  physician  in  person  on  behalf  of 
a  specific  individual  patient. 

This  administrative  principle  as  applicable  to  pathologists,  excludes 
from  payment  under  part  B,  a  large  portion  of  the  pathologists'  pro- 
fessional practice  of  medicine.  All  of  the  time  of  a  physician  prac- 
ticing pathology  spent  in  setting  standards,  establishing  controls, 
and  otherwise  supervising  the  clinical  laboratory  for  which  he  is  indi- 
vidually and  directly  responsible  must  be  remunerated  through  the 
hospital  under  part  A  of  the  law. 

This  is  true  even  though  HEW  admits  that  this  service  requires  a 
patologist's  "professional  expertise."  In  practical  effect,  this  admin- 
istrative requirement  effectively  prevents  the  hospital-based  patholo- 
gist, except  in  those  instances  where  he  personally  has  reviewed  the 
specimen  or  file  of  the  individual,  from  separating  his  physician's 
fees  from  hospital  charges  and  billing  the  patient  or  his  carrier  for 
such  medical  fees. 

This,  we  submit,  was  not  the  desire  of  the  Congress  and  has  caused 
a  disruption  of  existing  patterns  between  doctors  and  hospitals  and 
has  been  in  large  part  responsible  for  the  administrative  quagmire 
which  has  caused  HEW  to  seek  the  enactment  of  part  C. 

The  pathologists  of  this  country,  as  represented  by  the  college, 
are  currently  being  forced  to  practice  their  profession  and  to  negotiate 
their  relationships  with  hospitals  within  a  regulatory  framework 
promulgated  by  the  Department  of  Health,  Education,  and  Welfare 
which  has  resulted  in  a  situation  varying  from  mild  confusion  in  some 
areas  to  utter  chaos  in  others.    This  situation  cries  for  correction. 

The  proposed  part  C  will  in  large  measure  correct  the  administrative 
deficiencies  of  Public  Law  89-97  which  we  find  in  the  law  in  action. 
To  many,  including  the  college,  it  seems  unnecessarily  drastic  to  urge 
legislative  correction  of  administrative  error.  However,  the  Depart- 
ment of  Health,  Education,  and  Welfare  informs  us  that  in  their  view 
of  the  law  an  administrative  correction  of  the  confused  situation  in 
which  we  are  all  embroiled  is  impossible.  The  college  has  exhausted 
its  administrative  remedies  and,  therefore,  short  of  involved  and  pro- 
tracted litigation,  finds  itself  in  a  situation  where  the  only  alternative 
appears  to  lie  in  legislative  action. 

If  this  view  of  the  administration  is  correct,  then  the  college  would 
urge  the  principles  embodied  in  the  part  C  concept  be  recommended  by 
this  committee  to  the  Congress  for  its  adoption. 
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In  making  such  a  recommendation  we  have  some  serious  misgivings. 
The  elimination  of  deductible  and  coinsurance  requirements  for  hospi- 
tal inpatients  cannot  help  but  cause  greater  utilization  and  result  in 
higher  costs  for  the  program. 

We  also  have  great  concern  over  the  advisability  of  paying  for  any 
physicians'  services  from  part  A  trust  funds  as  this  tends  to  segregate 
physicians  thus  compensated  from  the  mainstream  of  medicine. 

On  the  other  hand,  approval  of  the  part  C  concept  would  allow 
pathologists  complete  freedom  at  the  local  level  to  work  out  their 
agreements  with  hospitals  unfettered  by  an  artificial  administrative 
requirement  which  refuses  to  pay  them  as  doctors  unless  they  per- 
sonally lay  their  hands  on  the  patient  or  the  specimen. 

Furthermore,  unlike  the  present  situation,  the  part  A  fiscal  inter- 
mediary would  play  no  role  m  determining  the  mode  or  reasonableness 
of  physicians'  arrangements  with  hospitals.  In  addition,  the  outpa- 
tient services  in  hospitals  would  be  subject  to  a  uniform  deductible  and 
in  parity  with  similar  services  performed  in  physicians'  private  offices. 

This  latter  change  could  not  help  but  to  eliminate  much  patient  con- 
fusion and  more  correctly  classifies  outpatient  diagnostic  services  as 
physician  services  paid  under  part  B  of  title  XVIII. 

Accordingly,  on  behalf  of  the  College  of  American  Pathologists  I 
would  urge  that  this  committee  give  serious  and  thoughtful  considera- 
tion to  those  section  of  H.R.  5710  which  would  create  a  new  part  C  un- 
der title  XVIII  of  the  Social  Security  Act.  It  would  appear  to  us  that 
from  the  standpoint  of  the  current  law  as  it  is  being  applied  by  the 
administration,  this  concept  has  considerable  merit  and  would  sub- 
stantially alleviate  much  patient  confusion  regarding  medicare  and  its 
benefits,  in  addition  to  its  salutary  effect  on  the  freedom  of  pathologists 
to  practice  their  profession  with  a  minimum  of  unnecessary  artificial 
administrative  regulation. 

Certainly  the  administration's  proposal  is  professionally  preferable 
to  the  various  proposals  which  have  been  made  in  the  past  such  as  in 
the  so-called  Douglas  amendment  which  would  seek  to  forever  de- 
nominate the  services  of  all  hospital-based  physicians  as  hospital 
services. 

In  conclusion,  I  would  certainly  be  remiss  if  I  did  not  express  my 
personal  appreciation  and  that  of  the  organization  which  I  represent 
for  the  personal  courtesy  and  general  cooperation  which  we  have  re- 
ceived in  our  personal  dealings  from  Secretary  Gardner,  Commis- 
sioner Ball,  Mr.  Arthur  Hess,  and  Mr.  Melvin  Blumenthal,  legal  coun- 
sel for  the  Social  Security  Administration.  Their  dedication  is  ex- 
emplary and  in  no  way  have  we  intended  any  of  our  remarks  to  reflect 
on  their  personal  integrity  and  devotion. 

The  College  of  American  Pathologists  is  deeply  grateful  for  the 
opportunity  you  have  afforded  us  to  submit  this  statement  for  the  rec- 
ord and  for  the  opportunity  to  make  our  views  personally  known  to 
you  on  these  most  important  proposed  legislative  changes. 

Finally,  I  might  add  that  I  have  appended  to  our  statement  a  one- 
page  summary  which  documents  our  feelings  concerning  the  proposed 
part  C. 

I  wish  to  thank  you,  Mr.  Chairman,  for  the  opportunity  of  being 
here. 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1119 


(The  information  referred  to  follows :) 

Summary  of  Recommendations  of  the  College  of  American  Pathologists  on 
H.R.  5710,  90th  Congress 

(1)  Present  provisions  of  P.L.  89-97,  89th  Congress,  as  administered  under 
regulations  promulgated  by  HEW  are  disruptive  of  existing  patterns  of  hospital- 
pathologist  relationships  and  deny  to  the  pathologist  payment  under  Part  B  for 
a  large  part  of  the  pathologist's  professional  practice  of  Medicine. 

(2)  Professional  reimbursement  for  pathology  (laboratory)  services  to  hos- 
pital inpatients  should  be  through  the  Part  B  carrier  from  Part  B  trust  funds 
with  the  same  $50.00  deductible  and  20%  coinsurance  applicable  to  all  physicians' 
services. 

(3)  The  provision  of  H.R.  5710  which  would  establish  a  new  Part  C,  although 
deficient  in  a  number  of  aspects  and  not  as  professionally  satisfactory  as  (2) 
above,  is  substantially  preferable  to  the  existing  law  as  interpreted  and  applied 
by  the  administrative  regulations. 

(4)  The  provisions  of  the  new  Part  C  relating  to  outpatient  services  in  hos- 
pitals is  to  be  commended  as  a  very  practical  solution  to  an  extremely  confused 
situation. 

Mr.  Burke.  Thank  you,  Dr.  Simard. 
Are  there  any  questions  ? 

The  committee  appreciates  your  appearance  and  the  information  you 
have  given  us. 
Dr.  Simard.  Thank  you. 

Mr.  Byrnes.  Mr.  Chairman,  my  attention  has  been  directed  to  a 
statement  submitted  by  the  College  of  American  Pathologists  to  the 
Social  Security  Administration  in  regard  to  the  proposed  regulations 
governing  hospital-based  physicians  on  July  25,  1966.  I  believe  this 
statement  will  be  helpful  in  the  consideration  of  a  new  section — part 
C — to  the  medicare  program.  I  would  like  to  have  the  statement  in- 
cluded in  the  record  at  this  point. 

The  Chairman.  Without  objection,  the  statement  will  appear  at 
this  point. 

(The  statement  referred  to  follows : ) 

Statement  of  the  College  of  American  Pathologists  to  the  Social  Security 
Administration,  Department  of  Health,  Education,  and  Welfare  on  Reg- 
ulations Governing  Hospital  Based  Physicians,  July  25, 1966 

July  25, 1966. 

(Re  "Principles  of  Reimbursement  for  Provider  Costs  and  for  Services  by  Hos- 
pital-Based Physicians,"  proposed  regulations — subpart  D,  part  405  (regula- 
tions 5). 

Hon.  Robert  M.  Ball, 

Commissioner  of  Social  Security,  Department  of  Health,  Education  and  Welfare, 
Washington,  B.C. 

Dear  Mr.  Commissioner  :  We  represent  the  College  of  American  Pathologists 
and  are  writing  on  the  College's  behalf  to  comment  on  the  "Principles  of  Reim- 
bursement for  Provider  Costs  and  for  Services  by  Hospital-Based  Physicians" 
which  the  Department  of  Health,  Education,  and  Welfare  (HEW)  proposes 
as  regulations  under  Title  XVIII  of  the  Social  Security  Act. 

In  the  view  of  the  College,  the  proposed  regulations  are  contrary  to  law  in 
a  number  of  material  respects  and  should  be  rewritten  and  substantially  modified 
prior  to  final  adoption.  Our  principal  objections  are  outlined  below  under  ap- 
propriate headings : 

discriminatory  treatment  of  specialists  and  hospital-based  physicians 

Perhaps  the  most  basic  objection  which  the  College  has  to  the  proposed  regula- 
tions is  that  they  are  discriminatory  in  two  respects :  they  discriminate  against 
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physician  specialists  by  treating  them  differently  than  other  physicians,  and 
they  discriminate  against  so-called  "hospital-based"  physicians  by  treating  them 
differently  than  non-hospital-based  physicians. 

These  points  are  easily  demonstrated.  Instead  of  treating  a  pathologist's  total 
medical  service  as  the  applicable,  "physician's  service,"  for  example,  the  proposed 
regulations  continue  the  concept  first  promulgated  in  HEW's  prior  Principle 
Three  that  the  "professional  component"  of  the  physician's  service  which  can  be 
reimbursed  out  of  Part  B  "is  only  that  part  of  his  professional  services  with 
respect  to  which  he  is  personally  involved  in  the  provision  of  services  to  individual 
patients"  (Section  405.483(b)).  The  proposed  regulations — both  in  the  formal 
sections  and  in  the  illustrations — repeatedly  and  explicitly  devise  tests  and 
standards  for  so-called  "hospital-based"  physicians  which  are  not  made  applicable 
to  non-hospital-based  physicians  but  which  in  fact  will  result  in  completely 
different  treatment  of  charges  depending  upon  where  the  physician  is  "based." 
An  example  is  the  charge  of  the  "hospital-based"  physician  who  uses  the  hospital 
as  his  billing  agent  compared  with  the  charge  of  the  physician  who  bills  from 
his  private  office.  In  fact,  all  of  the  devices  used  in  the  proposed  regulations  for 
segregating  "professional  components,"  distinguishing  hospital  costs  from  phy- 
sician's costs,  establishing  the  reasonableness  of  charges,  etc.,  will  in  practice 
be  applicable  to  only  a  special  group.   That  was  not  the  congressional  intent. 

In  a  number  of  separate  reports  interpreting  the  Act,  congressional  com- 
mittees made  abundantly  clear  that  pathologists'  services,  without  qualification 
as  to  their  relationship  to  individual  patients,  were  physicians'  services  and  were 
to  be  paid  out  of  Part  B  funds.  In  view  of  the  pivotal  role  played  by  the  House 
Committee  on  Ways  and  Means  in  the  ultimate  passage  of  the  Act,  its  reports  are 
particularly  instructive.  The  Committee  stated  that  payment  would  not  be  made 
under  Part  A  "for  the  hospital  services  of  physicians"  (H.R.  Rep.  No.  213, 
89th  Cong.,  1st  Sess.  5  (1905)),  that  Part  B  would  cover  "Physicians'  and 
surgeons'  services"  (id.  at  7),  that  there  would  be  no  coverage  under  Part  A 
of  "physicians'  services"  (id.  at  22,  26),  and  that  excluded  from  Part  A  would 
be  "the  in-hospital  costs  arising  from  the  professional  services  of  *  *  * 
pathologists  *  *  *  (the  costs  for  such  services  would  be  covered  under  the 
supplementary  health  insurance  benefits  plan)"  (id.  at  55).  And  the  Committee 
added  significantly : 

Payments  would  not  be  made  under  the  hospital  insurance  plan  for  the  services 
of  physicians,  except  services  provided  by  interns  and  residents  in  training  under 
approved  teaching  programs.  Like  other  physicians'  services,  the  services  of 
radiologists,  anesthesiologists,  pathologists,  and  other  physicians  employed  by 
the  hospital  or  working  through  the  hospital  would  be  paid  for  under  the  volun- 
tary supplementary  plan ;  such  services  would  not  be  covered  under  the  hospital 
insurance  plan.  However,  the  services  of  the  nonphysicians  aiding  such  persons 
would  be  covered  under  the  hospital  insurance  plan.    ( Id.  at  24 ;  emphasis  added. ) 

The  same  Committee  described  Part  B  in  a  second  report  as  including  "phy- 
sicians and  surgeon  services  (including  anesthesiologist,  Pathologist,  radiologist, 
and  physical  medicine  in  hospital)  *  *  *."  (Committee  Print,  "Actuarial  Cost 
Estimates  and  Summary  of  the  Old-Age,  Survivors,  and  Disability  Insurance 
System  (etc.)"  89th  Cong.,  1st  Sess.  50  (1965).)  Again,  the  same  Committee 
stated  in  still  a  third  report  that  Part  A  payments  "will  not  be  made  for  *  *  * 
the  hospital  services  of  physicians  except  services"  by  interns  or  residents,  and 
that  Part  B  "covers  physicians'  services."  (Comm.  Print,  "Summary  of  Major 
Provisions  of  Public  Law  89-97,"  89th  Cong.,  1st  Sess.  2-3,  5  (1965).) 

And  finally,  the  same  House  Committee  on  Ways  and  Means,  in  still  a  fourth 
report  which  summarized  the  differences  between  the  House  and  Senate  ver- 
sions of  the  bill,  stated  : 

"House  excluded  M.  D.  services  in  the  field  of  pathology,  radiology,  physiatry, 
or  anesthesiology  from  basic  hospital  insurance  benefit  (but  provided  for  their 
payment  under  supplementary  medical  insurance  program).  Senate  included 
these  services  if  billed  through  a  hospital.  Conference  accepted  House  version." 
(Committee  Print,  "Summary  of  Major  Provisions  of  H.  R.  6675,"  89th  Cong., 
1st  Sess.  4-5  (1965)  ;  emphasis  in  original.) 

The  Conference  Report  made  a  similar  distinction  between  the  House  and 
Senate  versions : 

"Amendments  Nos.  70  and  141:  Under  the  House  bill,  section  1861(b)  of  the 
new  title  XVIII  excluded  from  the  definition  of  inpatient  hospital  services  the 
medical  or  surgical  services  of  physicians.    Except  for  the  services  of  certain 
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interns  and  residents  in  training,  physicians'  services  would  not  be  covered  un- 
der part  A  of  title  XVIII  but  would  be  covered  only  under  Part  B.  Under  section 
1832(a)  of  title  XVIII,  payment  could  not  be  made  under  Part  B  to  a  provider 
of  services  (a  hospital,  extended  care  facility,  or  a  home  health  agency)  for  the 
services  of  a  physician  ;  the  payment  would  have  to  be  made  to  the  beneficiary  or, 
under  certain  circumstances,  to  the  physician. 

"Senate  amendment  No.  141  added  to  section  1861(b)  of  the  new  title  XVIII 
a  provision  under  which  payment  under  Part  A  would  be  made  for  the  services 
of  physicians  in  the  fields  of  pathology,  radiology,  physiatry,  and  anesthesiology 
when  their  services  are  provided  by  the  hospital  or  under  "arrangements"  with 
the  hospital.  "Arrangements"  would  be  limited  to  those  under  which  receipt 
of  payment  by  the  hospital  discharged  the  liability  of  the  beneficiary  or  any  other 
person  to  pay  for  the  specialist's  services.  Amendment  No.  70  modified  section 
1832(a)  of  the  new  title  XVIII  to  permit  payment  to  be  made  under  Part  B  of  the 
new  title  to  a  provider  of  services  for  physicians'  services  in  the  fields  of  pathol- 
ogy, radiology,  physiatry,  or  anesthesiology  where  the  physician's  services  were 
furnished  by  the  physician  under  arrangements  with  the  provider  of  services. 

"The  conference  agreement  follows  the  House  bill  with  a  technical  amendment 
of  Senate  amendment  No.  70."  (H.R.  Rep.  No.  682,  89th  Cong.,  1st  Sess.  38-39 
(1965)  ;  emphasis  added. ) 

In  the  same  vein,  a  Senate  document  filed  after  the  passage  of  the  Act,  stated 
flatly  that  payment  would  not  be  made  under  Part  A  "for  the  hospital  services  of 
physicians"  and  that : 

"Like  other  physicians'  services,  the  services  of  radiologists,  anesthesiologists, 
pathologists,  and  other  physicians  employed  by  the  hospital  or  working  through 
the  hospital  would  be  paid  for  under  the  voluntary  supplementary  plan ;  such 
services  would  not  be  covered  under  the  hospital  insurance  plan.  However,  the 
services  of  the  nonphysician  technicians  aiding  such  persons  would  be  covered 
under  the  hospital  insurance  plan."  (S.  Doc.  No.  46,  89th  Cong.,  1st  Sess.  2-3 
(1965)  ;  (emphasis added).) 

These  same  views  were  expressed  by  influential  Senators  on  the  floor.  For 
example,  Senator  Douglas  said  that  "*  *  *  the  services  of  these  specialists  will 
be  paid  for  under  the  House  bill  only  under  the  voluntary  insurance  portion 
of  the  bill  and  only  if  a  specific  fee  is  charged  by  the  doctor  involved."  Cong.  Rec. 
6017  (daily  rec.  Mar.  29,  1965).  And  Senator  Long  stated  that  "As  to  the 
coverage  of  the  physician-specialists  under  the  basic  program,  the  House  con- 
ferees were  insistent  that  physicians  services  should  be  placed  in  the  voluntary 
supplementary  program  where  the  private  sector  will  play  a  greater  role  as  a 
buffer  between  the  doctor  and  the  Government."  Cong.  Rec.  17712  (daily  rec. 
July  27, 1965). 

Thus,  we  find  totally  missing  from  the  detailed  congressional  report  any 
discussion,  or  even  mention,  of  a  distinction  between  personal  services  to  the 
patient  and  a  physician's  medical  service  generally.  Nor  do  we  find  any  attempt 
to  segregate  out  physician  specialists  from  other  physicians.  Surely,  if  Congress 
had  intended  to  distinguish  specialists  and  other  physicians,  or  between  a  phy- 
sician's service  directed  to  an  individual  patient  on  the  one  hand,  and  a  service 
more  generally  and  impersonally  directed  on  the  other,  the  congressional  com- 
mittees concerned  with  this  bill  would  have  discussed  these  distinctions  some- 
where in  one  of  their  many  reports. 

If  the  nature  of  the  services  performed  by  hospital-based  sepecialists  had 
never  been  called  to  the  attention  of  Congress,  perhaps  HEW  would  have  some 
basis  for  arguing  that  the  proposed  regulations  merely  fill  an  unforeseen  void. 
Such,  however,  is  not  the  case.  Congress  repeatedly  was  told  that  hospital-based 
pathologists,  for  example,  have  virtually  no  personal  contact  with  individual 
patients  and  that  it  is  only  the  occasional  specimen  or  file  that  receives  their 
direct,  personal  attention.  This  was,  in  fact,  one  of  the  reasons  given  by  HEW 
for  supporting  the  Senate  bills  (sometimes  almost  interchangeably  referred  to 
as  the  Douglas  Amendment,  No.  156),  which  were  ultimately  rejected  in  favor 
of  the  House  version.  (See,  for  example,  Hearings  Before  the  Senate  Committee 
on  Finance,  89th  Cong.,  1st  Sess.  pt.  2,  at  732  (1965)  ;  Hearings  Before  the  Senate 
Committee  on  Finance,  supra  pt.  1,  at  447  and  pt.  2  at  637-639) . 

Both  the  Senate  and  the  House  considered  at  great  length  the  status  of  medical 
specialists  under  this  important  and  highly  controversial  legislation.  They 
concluded  that  these  physicians  were  to  be  treated  like  all  other  physicians  and 
that  their  patients  were  to  be  reimbursed  only  from  the  optional  Plan  B  funds. 
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To  ward  off  any  possible  misconstruction  of  their  intent,  each  chamber  included 
the  explicit  admonition  in  their  respective  reports  that  under  no  circumstances 
would  the  charge  for  physicians'  services,  as  defined  in  the  Act,  be  reimbursable 
under  Part  A.  Congress  decided  that  Part  A  funds  simply  would  not  be  used 
to  pay  for  the  professional  services  of  physicians. 

Congress  was  also  fully  informed  that  traditionally  hospitals  have  billed 
patients  for  the  professional  supervisory  service  of  the  pathologist  in  their  labora- 
tory billings.  Several  witnesses  apprised  Congress  that  it  was  the  custom  to 
include  on  hospital  bills  a  charge  in  conjunction  with  pathology  procedures 
attributable  to  the  component  value  of  the  physicians'  supervisory  service. 

Dr.  Donovan  Ward,  President  of  the  American  Medical  Association,  told  the 
Congress : 

'Tt  is  common  knowledge  in  the  profession  that  in  most  hospitals,  the  operation 
of  laboratory  and  X-ray  departments  results  in  excessive  charges  to  patients, 
charges  which  substantially  exceed  the  actual  operational  cost.  The  inclusion 
of  specialists5  services  as  part  of  the  overall  charge  tends  to  obscure  these 
'profits.'  *  *  *."  (Hearings  Before  the  Senate  Committee  on  Finance,  89th 
Cong.,  1st  Sess.,  pt.  2,  at  612  ( 1965 ) . ) 

Similarly,  Dr.  Victor  Buhler,  the  President  of  the  College  of  American  Patholo- 
gists, testified : 

"Most  pathologists  practicing  in  hospitals  have  an  arrangement  with  the 
hospital  whereby  the  hospital  keeps  a  percentage  of  the  total  charge  for  labora- 
tory services  to  reimburse  the  hospital  for  the  direct  (personnel,  equipment,  et 
cetera)  and  indirect  costs  involved  in  the  operation  of  the  laboratory.  -The - 
remainder  of  the  charge,  after  payment  to  the  hospital  of  its  cost,  represents 
the  professional  fee  of  the  pathologist.  *  *  * 

"The  cost  to  the  hospital  of  the  performance  of  a  test,  and  the  cost  of  the 
professional  service,  subtracted  from  the  overall  charges  to  the  patient,  is  income 
that  accrues  to  the  hospital  as  profit.  *  *  *."  (Hearings  Before  the  Senate 
Committee  on  Finance,  supra,  pt.  2  at  790,  796.) 

Repeatedly,  HEW  made  clear  its  position — which  was  the  same  as  that  of 
hospitals  profiting  from  a  total  billing  procedure — that  the  services  of  medical 
specialists  should  be  considered  hosptial  services  and  reimbursable  under  Part  A. 
Thus,  in  his  appearance  before  the  Senate  to  testify  on  the  bill  which  ultimately 
became  the  law,  the  Secretary  implored  the  Congress  to  place  specialists'  services 
under  Part  A. 

"Mr.  Chairman,  it  would  be  a  mistake,  in  my  opinion,  to  exclude  from  coverage 
under  the  basic  hospital  insurance  plan,  as  H.R.  6675  does,  the  services  furnished 
hospital  patients  under  arangements  with  the  hospital,  by  medical  specialists  in 
the  fields  of  radiology,  anesthesiology,  pathology,  and  physical  medicine.  These 
services  should  be  covered  under  the  basic  hospital  insurance  plan  subject  to  the 
conditions  set  forth  in  the  Senate-passed  bill  of  last  year  and  in  the  bill  intro- 
duced in  this  Congress  by  the  distinguished  senior  Senator  from  New  Mexico 
(18/)." 

The  Secretary  continued : 

"Our  primary  concern  is  that  medical  services  furnished  to  hospital  patients 
in  these  fields  be  covered  under  this  bill  in  a  way  that  is  in  accord  with  the 
practices  that  hospitals  and  the  health  professions  have  developed  over  the  years. 

"Thus,  we  believe  that  the  services  in  question  should  be  covered  as  part  of 
the  hospital  benefit  if  the  specialist-hospital  arrangement  calls  for  the  bill  to  be 
paid  through  the  hospital. 

"Conversely,  we  believe  that,  where  the  arrangements  are  that  the  specialist 
is  not  paid  by  or  through  the  hospital,  reimbursement  for  the  specialist's  services 
should  be  made  under  the  supplementary  plan. 

"The  specialists  in  these  fields  work  in  hospitals  under  various  kinds  of 
arrangements.  Some  work  as  hospital  employees  and  are  paid  a  salary,  while 
others  receive  agreed  upon  percentages  of  the  hospital's  receipts  for  the  services 
they  furnish.    Some  of  these  specialists  bill  their  patients  directly. 

"The  approach  we  suggest  would  follow  whatever  practices  now  exist  or  what- 
ever practices  may  be  arranged  in  the  future  in  this  field.  On  the  other  hand, 
the  provisions  in  H.R.  6675,  which  exclude  the  hospital-related  services  of  these 
specialists  from  coverage  under  the  basic  hospital  insurance  provisions  would 
require  substantial  changes  in  the  way  these  services  are  now  paid  for."  (Hear- 
ings Before  the  Senate  Committee  on  Finance,  supra,  pt.  1,  at  98.) 
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So  strong  were  the  Secretary's  feelings  on  this  subject  that  he  subsequently 
offered  an  amendment  making  specialists'  services  reimbursable  under  Part  A 
rather  than  under  Part  B.  (Hearings  before  the  Senate  Committee  on  Finance, 
supra,  pt.  1,  at  113.) 

It  appears  to  the  College,  therefore,  that  HEW  is  attempting  to  carry  over  into 
the  proposed  regulations  a  number  of  concepts  and  assumptions  which  were 
specifically  considered  and  rejected  by  Congress.  By  failing  to  treat  all  physi- 
cians alike,  by  continuing  to  distinguish  between  personal  and  non-personal  serv- 
ices, by  applying  tests  to  specialists  that  are  not  applicable  to  any  other  physician, 
by  evolving  standards  for  "hospital-based"  physicians  which  have  no  relation  to 
those  who  practice  in  their  own  offices — by  all  of  these  means  and  methods,  HEW 
has  moved  directly  contrary  to  the  congressional  will. 

THE  FRACTIONATION  OF  THE  CHARGES  FOR  PHYSICIANS'  SERVICES 

The  proposed  regulations  unlawfully  break  up  a  physician's  service  into  parts, 
assigning  one  part  to  part  A  and  another  to  Part  B,  depending  upon  the  particu- 
lar arrangement  for  billing  and  payment  reached  by  the  hospital  and  the 
physician. 

Thus,  Section  405.486  in  effect  provides  that  if  the  billing  for  physicians'  serv- 
ices happens  to  be  by  or  through  the  hospital,  the  cost  component  of  the  charge 
must  be  reimbursed  to  the  hospital  under  Part  A  even  if  the  physician  .bears 
some  or  all  of  the  expense — in  other  words,  even  if  the  hospital  in  billing  the 
charges  is  merely  acting  as  an  agent  for  the  physician.  Conversely,  even  where 
the  physician  bills  directly,  the  cost  component  of  the  charge  must  be  reimbursed 
to  the  hospital  under  Part  A  if  the  hospital  happened  to  bear  some  or  all  of  the 
expense  initially,  even  though  such  expense  is  ultimately  borne  by  the  physician. 
Thus,  the  only  time  the  cost  component  of  a  physician's  charge  is  made  reim- 
bursable out  of  Part  B  funds  under  these  proposed  regulations  is  when  the 
physician  bills  directly  and  he  initially  pays  the  expense. 

There  simply  is  no  justification  whatever  in  the  Act  for  this  strange  treatment 
of  costs.  On  the  contrary,  this  attempt  to  pay  hospitals  for  what  is  properly  part 
of  the  physician's  charge  directly  conflicts  with  the  law  enacted  by  Congress. 

We  in  no  way  dispute  the  propriety  of  paying  a  hospital  from  Part  A  funds  for 
that  part  of  a  physician's  time  spent  in  purely  educational  and  administrative 
duties  for  the  hospital.  The  proposed  regulations  go  much  further,  however, 
and  attempt  to  fractionate  what  is  actually  a  single  charge  for  a  total  service. 
This  fractionation  is  based  solely  on  the  type  of  arrangement  which  the  physician 
happens  to  have  with  the  hospital.  The  proposed  regulations  thus  ignore  the 
fact  that  a  hospital  cannot  lawfully  practice  medicine.  Only  a  physician  can 
practice  medicine.  The  medical  services  rendered  by  physicians — including  the 
services  of  physician  specialists  such  as  pathologists,  anesthesiologists,  radiolo- 
gists, and  physiatrists — can  be  rendered  lawfully  only  by  a  physician  or  under 
his  direction  or  supervision. 

The  type  of  arrangement  which  a  physician  might  have  with  a  hospital  does  not 
alter  this  basic  fact  that  medical  services  are  rendered  by  physicians,  not  hospi- 
tals, and  as  such  should  clearly  be  reimbursed  from  Part  B  funds. 

Thus,  when  ancillary  personnel  are  performing  services  incidental  to  the  medi- 
cal services  rendered  by  the  physician,  the  cost  of  their  assistance  becomes 
merged  in  the  charge  for  the  medical  service.  The  charge  for  the  medical  service 
should  not  be  apportioned  between  the  physician  and  the  ancillary  personnel,  any 
more  than  a  practitioner  who  performs  a  medical  service  in  his  office  distin- 
guishes— or  is  required  to  distinguish  under  the  Act — between  his  own  personal 
service  and  that  of  his  staff  operation  under  his  supervision  and  control.  The 
reasonable  charge  covers  the  primary  service,  including  contributing  and  inci- 
dental costs. 

We  need  not  belabor  the  point  that  Congress  did  not  intend  to  pay  hospitals  for 
physicians'  services.  Moreover,  Section  1832,  1833,  1835,  1842,  and  1861  (s), 
although  not  as  artfully  drawn  as  one  might  wish,  make  clear  that  the  Part  B 
charge  for  medical  and  other  health  services  can  include  certain  costs  if  suf- 
ficiently related  to  the  physician's  professional  service.  HEW  in  effect  recog- 
nizes this  when  it  concedes  that  costs  billed  by  the  physician  and  initially  paid 
by  him  are  properly  reimbursable  out  of  Part  B  funds.  Therefore,  the  area  of 
disagreement  between  HEW  and  the  College  is  the  wholly  unwarranted  treat- 
ment of  the  physician's  charge  as  containing  elements  which,  depending  on  who 
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bills  or  who  undertakes  the  expense  first,  are  divisible  into  Part  A  and  Part  B. 

Thus,  the  basic  error  of  the  proposed  regulations  is  that  they  make  the  initial 
payment  of  expenses  or  the  happenstance  of  billing  determinative  of  whether 
Part  A  or  Part  B  funds  are  to  be  used,  instead  of  looking  at  the  service  to  be  fur- 
nished and  the  party  responsible  for  rendering  the  service. 

As  pointed  out  above,  the  real  question  is  not  who  bills  but  what  is  the  service 
and  who  is  the  vendor  of  that  service.  Nothing  in  the  Act,  or  in  the  law  gen- 
erally, supports  the  concept  that  a  charge  truly  belongs  to  the  hospital  simply 
because  the  hospital  and  the  physician  have  arranged  for  the  hospital  to  act  as 
the  collection  agent  for  the  physician.  Similarly,  it  is  difficult  to  comprehend 
what  possible  difference  it  makes  who  initially  bears  an  expense ;  the  only  mean- 
ingful question  is  who  in  fact  is  responsible  for  the  service  and  therefore,  ulti- 
mately, the  expense.  If  a  physician  is  ultimately  responsible  for  the  cost  of 
equipment  and  nonprofessional  personnel,  for  example,  it  is  irrelevant  that  the 
hospital  may  bill  for  the  cost  as  his  agent  or  that  the  hospital  may  initially 
pay  the  cost  before  collection  from  him  or  deducting  that  cost  from  what  he  is 
otherwise  entitled  to  as  his  professional  compensation. 

This  use  of  billing  by  HEW  as  a  determinative  factor  in  the  choice  of  reimburse- 
ment funds  is  reminiscent  of  the  Senate  version  of  Medicare,  which  was  defeated. 
It  will  be  recalled  that  the  Senate  sought  to  provide  that  a  service  would  be  a 
Part  A  service  if  it  was  provided  by  the  hospital  (or  by  others  under  contract 
with  it),  and  the  billing  was  done  by  the  hospital.  S.  70,141;  Committee  Print. 
"Summary  of  Major  Provisions  of  H.R.  6675,  "89th  Cong.,  1st  Sess.  4-5  (1965)  ; 
H.R.  Rep.  No.  682,  89th  Cong.,  1st  Sess.  38-39  (1965)  ;  Cong.  Rec.  6017,  15516, 
15522  (daily  ed.  Mar.  29,  July  9,  1965).  This  concept  was  rejected  by  Congress, 
and  it  should  not  be  resurrected  now  in  the  form  of  proposed  regulations. 

The  law  as  enacted  deals  with  a  total  service,  not  one  divisible  into  com- 
ponents. It  is  no  answer  to  rely  upon  Sections  1832  and  1861  (W)  as  has  been 
suggested  by  HEW  personnel.  Since  Section  1832(2)  (B)  specifically  excludes 
"physicians'  services,"  the  "arrangements"  referred  to  in  that  section  cannot  be 
an  arrangement  with  a  physician.  The  section  applies  only  to  services  other 
than  physicians'  services. 

It  appears  to  the  College  that  the  basic  error  upon  which  HEW  is  proceeding 
in  this  regard  is  in  assuming  that  simply  because  a  hospital  sends  a  bill,  it  in 
turn  is  "compensating"  a  specialist  for  his  services.  In  most  cases  (with  the 
single  exception  of  the  straight  salary  situation),  the  specialist  is  paying  the 
hospital  by  one  method  or  another  for  services  which  it  is  rendering  to  him.  He 
renders  the  medical  service  to  the  patient.  The  hospital,  in  turn,  may  provide 
him  certain  facilities  and  services.  His  total  charge  is  clearly  a  Part  B  charge. 
It  is  not  in  whole  or  in  part  a  Part  A  charge  any  more  than  it  would  become 
one  if  he  used  an  agency  to  collect  his  bills.  The  proposed  regulations  in  this 
respect  are  simply  unlawful. 

THE  ROLE  OF  THE  PART  A  INTERMEDIARY 

As  we  have  pointed  out  above,  once  a  charge  is  determined  to  be  for  a  physi- 
cian's service,  it  should  not  be  broken  down  into  components,  and  the  Part  B 
carrier  should  be  soley  responsible  for  deciding  any  question  as  to  whether  the 
charge  is  reasonable.  The  Part  A  intermediary  has  no  proper  role  in  any  such 
decision. 

Nevertheless,  regardless  of  which  view  HEW  takes  of  the  physician's  service 
and  regardless  of  whether  or  not  HEW  adopts  the  interpretation  of  the  Act  out- 
lined above,  the  fact  remains  that  the  proposed  regulations  wrongly  place  into 
the  hands  of  parties  who  are  selected  and  often  controlled  by  hospitals  the  deci- 
sion as  to  what  will,  and  what  will  not,  be  deemed  a  reasonable  charge  by  the 
physician. 

Thus,  Section  405.484(a)  provides  in  part  that  the  Secretary  will  respect  an 
agreement  between  a  hospital  and  a  physician  as  to  that  portion  of  the  physician's 
compensation  to  be  attributed  to  the  care  of  individual  patients  (which  in  turn 
will  form  one  basis  for  the  reasonable  charge  under  Part  B).  However,  if  the 
hospital  and  the  physician  fail  to  agree,  or  if  their  agreement  "appears"  un- 
reasonable, "it  will  be  the  function  of  the  fiscal  intermediary  handling  payments 
under  the  hospital  insurance  program  and  the  carrier  handling  payments  under 
the  supplementary  medical  insurance  program  to  resolve  the  issue — by  negotia- 
tion if  possible,  otherwise  by  time  studies  or  other  suitable  methods.  *  *  *"  No 
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standards  are  set  forth  by  which  one  can  tell  when  an  agreement  "appears"  un- 
reasonable, and  there  is  no  amplification  of  the  clear  implication  that  the  Part 
A  intermediary  will  finally  resolve,  along  with  the  Part  B  carrier,  any  dispute 
over  a  hospital-physician  agreement. 

Similarly,  Section  405.485(b)  states  in  part  that  while  the  present  level  of 
compensation  for  hospital-based  physicians  is  assumed  to  be  reasonable,  that  as- 
sumption "is  open  to  challenge  in  any  given  case,  and  the  carriers  must  deal  with 
such  challenges  on  the  basis  of  prevailing  rates  of  compensation  in  comparable 
institutions."  Here  again,  the  Part  A  intermediary  presumably  not  only  can 
challenge  the  reasonableness  of  present  levels  of  compensation  but  can  exercise  a 
direct  hand,  along  with  the  Part  B  carrier,  in  resolving  the  issue.  Moreover,  the 
proposed  regulation  completely  fails  to  set  forth  who  is  to  finally  determine  the 
issue  if  the  Part  A  intermediary  and  the  Part  B  carrier  cannot  agree.  HEW 
officials  are  frank  to  admit  that  they  have  not  provided  for  such  a  contingency, 
and  they  say  that  they  can  only  hope  it  does  not  arise.  Our  judgment  is  that 
it  may  well  arise,  and  arise  often,  if  the  Part  A  intermediary  can  dispute  the 
reasonableness  of  compensation  in  the  first  instance. 

Section  405.487(b)  begins  with  the  general  proposition  that  a  hospital-physician 
agreement  as  to  that  portion  of  the  physician's  compensation  to  be  allocated  to 
Part  B  reimbursement  will  generally  be  accepted,  assuming  an  adequate  ration- 
ale. The  section  then  goes  on  to  provide,  however,  that  "If  either  the  Part  A 
intermediary  or  Part  B  carrier  believes  that  the  rationale  does  not  justify  the 
allocation,  it  will  notify  the  other  so  that  coordinated  action,  if  necessary,  can 
be  undertaken"  (emphasis  added).  "Coordinated  action"  is  not  defined,  nor 
is  there  any  guide  as  to  what  will  happen  if  the  Part  A  intermediary  and  the 
Part  B  carrier  cannot  agree.  The  section  is  clear,  however,  that  the  Part  A 
intermediary  alone  can  challenge  an  allocation  merely  on  the  basis  of  a  "belief" 
rather  than  after  a  demonstration  of  unreasonableness. 

Illustration  (b)  (2)  provides  in  part:  "The  schedule  of  Part  B  charges  so  de- 
veloped by  the  hospital  and  physician  is  to  be  submitted  by  the  parties  to  the  Part 
A  intermediary  and  the  Part  B  carrier"  together  with  certain  other  specified  in- 
formation, and  Illustration  (c)  provides  that  "The  Part  B  carrier  would  approve 
the  schdeule  of  Part  B  charges  if  it,  with  the  advice  of  the  Part  A  intermediary, 
concurred  in  the  physician's  and  hospital's  determination  *  *  *"  (emphasis 
added).  Similarly,  Illustration  (d)(2),  involving  the  optional  method  of  com- 
putation, recites  that  "The  schedule  of  the  customary  amounts  billed  by  the  hos- 
pital for  the  procedure  and  the  uniform  percentage  as  computed  will  be  sub- 
mitted by  the  hospital  and  the  physician  to  the  Part  A  intermediary  and  the  Part 
B  carrier"  together  with  certain  other  specified  information,  and  Illustration  (e) 
provides  that  "The  Part  B  carrier  would  approve  the  uniform  percentage  com- 
puted in  accordance  with  subsection  (d)  if  it,  with  the  advice  of  the  Part  A 
intermediary,  concurred  in  the  physicians'  and  hospitals'  determinations  under 
subsections  (d)  (2)  (i)  and  (d)  (2)  (ii)  and  provided  that  the  respective  amounts 
so  determined  are  not  significantly  different"  (emphasis  added).  In  these  il- 
lustrations, the  Part  B  carrier  at  least  is  presumably  free  to  ignore  the  advice 
of  the  Part  A  intermediary,  but  the  fact  remains  that  all  information  must  be 
furnished  to  the  Part  A  intermediary,  and  its  advice  must  be  sought  and  evalu- 
ated before  a  decision  as  to  reasonableness  can  be  reached. 

While  we  have  listed  above  those  provisions  which  specifically  spell  out  a 
role  to  be  played  by  the  Part  A  intermediary,  it  should  also  be  noted  that  a 
number  of  sections  in  the  proposed  regulations  delineate  standards  or  require- 
ments without  specifying  who  is  responsible  for  reaching  a  decision  in  the  event 
of  a  dispute.  Thus,  it  may  well  be  that,  sub  silentio,  the  proposed  regulations 
award  the  Part  A  intermediary  an  even  more  significant  role  in  enforcement 
than  appears  from  the  literal  language  of  the  regulations. 

In  summary,  either  explicitly  or  by  implication,  the  Part  A  intermediary  is 
permitted  under  these  proposed  regulations  to  challenge  any  or  all  of  the  basic 
considerations  that  enter  into  the  determination  of  reasonable  charges  and  to 
have  a  hand  in  resolving  such  challenges.  In  some  instances,  the  Part  A  inter- 
mediary may  well  have  either  the  decisive  voice  in  resolving  the  challenge  or  at 
least  the  ability  to  prevent  a  final  resolution  of  the  matter  by  the  Part  B  carrier. 

The  plain  fact  is  that  in  at  least  three-fifths  of  the  states,  the  Part  A  inter- 
mediary will  be  controlled  by  hospitals.  (The  trade-mark  of  Blue  Cross,  for 
example,  is  owned  by  the  American  Hospital  Association.)  In  all  instances, 
the  hospitals  will  select  the  Part  A  intermediaries.    And  the  hospitals,  in  turn, 
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may  often  have  a  viewpoint  as  to  costs,  charges,  billing  and  reimbursement  dif- 
ferent from  that  of  physicians.  The  net  effect  of  the  proposed  regulations,  in 
our  judgment,  will  be  to  give  the  hospitals  what  amounts  to  double  leverage 
in  dealing  with  physicians.  That  is,  the  hospitals  can  negotiate  their  physician 
agreements  with  full  knowledge  of  their  control  over  the  Part  A  intermediary, 
combined  with  the  power  of  the  Part  A  intermediary  to  challenge  and  perhaps 
even  change  any  or  all  assumptions  underlying  the  determination  of  Part  B 
charges.  The  net  effect  will  be  to  destroy  the  physician's  ability  to  negotiate 
on  an  equal  basis  with  his  hospital ;  he  will  be,  in  all  meaningful  senses,  at  the 
mercy  of  his  hospital,  contrary  to  the  intent  of  Section  1801  of  the  Act. 

The  College  submits  that  this  power  awarded  to  the  Part  A  intermediary  is 
contrary  to  law.  Section  1816  of  the  Act,  which  allows  the  .Secretary  to  enter 
into  agreements  with  Part  A  intermediaries,  does  not  confer  upon  the  inter- 
mediary any  such  power.  Section  1842  deals  with  Part  B  carriers.  It  is  quite 
true,  of  course,  that  the  section  refers  in  part  to  carriers  under  Section  1816, 
but  clearly  this  reference  was  included  because  of  the  few  states  in  which 
Blue  Shield  provides  both  physician  and  hospital  service  coverage.  In  other 
words,  Congress  wanted  to  make  certain  that  the  Secretary  could  enter  into  a 
single  contract  where  the  carrier  provided  full  coverage.  But  Congress  did  not 
mean  to  legislate  that  the  Part  A  intermediary  who  provides  only  hospital 
service  coverage  can  determine  the  reasonableness  of  Part  B  charges.  It  should 
be  noted  in  this  regard  that  in  determining  the  amount  of  benefits,  the  Secretary 
is  given  full  power  as  to  the  amount  of  Part  A  benefits  but  not  as  to  the  amount  of 
Part  B  benefits.    ( See  Section  1869  ( a )  of  the  Act. ) 

In  our  judgment,  the  only  provision  that  is  both  fair  and  in  conformity  with 
the  law  is  that  if  the  hospital  and  the  physician  agree  as  to  an  allocation  of 
compensation  to  the  care  of  patients,  that  agreement  stands  unless  demonstrated 
to  be  clearly  unreasonable.  In  that  event,  it  is  solely  the  function  of  the  Part  B 
carrier  to  determine  reasonableness.  The  same  principle  would  apply  to  each 
of  the  other  sections  involving  criteria  and  assumptions  that  determine  or 
underlie  Part  B  charges.  The  Part  A  intermediary  should  have  no  voice  at  all 
in  the  determination  of  a  Part  B  charge,  and  we  strongly  urge  that  the  proposed 
regulations  be  amended  to  make  this  proposition  abundantly  clear. 

THE  ERRONEOUS  RECONSTRUCTION  OF  COSTS  AND  CHARGES 

Sections  405.483(c)(3)  and  405.485(a),  and  each  of  the  illustrations  accom- 
panying the  proposed  regulations,  all  suffer  from  a  common  failing:  They 
assume  that  the  Part  B  payment  for  each  individual  procedure  must  be  so  con- 
structed and  devised  as  to  equal  in  the  aggregate  a  specified  sum,  namely,  that 
part  of  the  physician's  total  compensation  which  has  been  properly  allocated  to 
personal  service  for  patients.  To  put  it  another  way,  the  proposed  regulations 
begin  with  a  compensation  factor  and,  by  a  process  of  division  and/or  multipli- 
cation, reconstruct  what  each  procedure  should  be  worth.  But  that  is  not  the 
method  which  Congress  envisaged.  Congress  repeatedly  emphasized  that  the 
cost  or  charge  itself  is  to  be  tested  against  a  standard  of  reasonableness.  If  the 
cost  or  charge  is  found  reasonable  under  all  the  circumstances,  it  must  be  deemed 
a  proper  one,  regardless  of  what  all  costs  and  all  charges  might  equal  in  the 
aggregate. 

For  example,  Congress  declared  in  Section  1814(b)  that  "The  amount  paid  to 
any  provider  of  services  with  respect  to  services  for  which  payment  may  be 
made  under  this  part  (Part  A)  shall,  subject  to  the  provisions  of  Section  1813, 
be  the  reasonable  cost  of  such  services  *  *  *  ;"  in  Section  1833(a)  (1)  that  80 
percent  "of  the  reasonable  charges  for  the  services"  shall  be  paid ;  in  Section 
1833(a)  (2)  that  80  percent  "of  the  reasonable  cost  of  the  services"  shall  be  paid  ; 
in  Section  1842(a)  (1)  (A)  and  (b)(3)(B)(i)  that  contracts  can  "make  deter- 
minations of  the  rates  and  amounts  of  payments  *  *  *  on  a  reasonable  cost  or 
reasonably  charge  basis"  and  that  a  Part  B  charge  "will  be  reasonable ;"  in  Sec- 
tion 1842(b)  (3)  that  in  determining  reasonable  charges,  "customary  charges 
for  similar  services  generally"  by  the  provider  and  "prevailing  charges  in  the 
locality"  shall  be  taken  into  consideration;  and  in  Section  1861  (v)  (1)  that  "The 
reasonable  cost  of  any  services  shall  be  determined  in  accordance  with  regula- 
tions *  *  *."  In  each  instance,  Congress  chose  not  to  define  reasonableness  in 
terms  of  an  overall  impact,  a  gross  amount,  or  a  relationship  with  compensation. 
Rather,  the  language  and  context  of  each  reference  to  reasonable  costs  and 
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charges  make  quite  clear  that  it  was  the  individual  cost  and  charge  that  was  to 
be  evaluated  and  judged.  If  a  charge  for  a  bone  marrow  test  is  reasonable,  and 
a  charge  for  a  blood  test  is  also  reasonable,  reimbursement  should  automatically 
follow  even  if  when  each  charge  for  each  service  is  added  together,  the  total 
does  not  precisely  equal  some  prior  allocation  of  compensation. 

For  this  reason,  we  urge  the  elimination  of  each  and  every  provision — and  par- 
ticularly those  in  the  illustrations — which  judges  reasonableness  on  any  basis 
other  than  the  reasonableness  of  the  individual  cost  or  procedure  under  con- 
sideration. 

THE  EMPHASIS  ON  PAST  PRACTICES 

The  Medicare  Act  speaks  of  reasonable  charges  and  reasonable  costs  in  the 
present  tense.  The  Act  says  nothing  about  testing  reasonableness  on  the 
basis  of  past  practices.  The  charge  or  cost  to  be  tested  is  the  present  charge  or 
cost — the  one  in  existence  at  the  time  the  test  is  made — and  the  standards  to  be 
applied  are  those  then  prevailing  rather  than  those  that  applied  at  some  previous 
point  in  time. 

The  proposed  regulations,  on  the  other  hand,  repeatedly  apply  past  practices 
and  past  experience  as  tests  of  present  reasonableness.  HEW  personnel  have 
explained  this  informally  by  stating  that  these  references  to  past  events  are 
solely  for  the  purpose  of  reaching  underlying  assumptions  during  the  first  year 
of  Medicare's  operation.  The  proposed  regulations,  however,  are  subject  to  mis- 
interpretation on  this  point. 

Thus,  Section  405.485(b)  provides  that  in  separating  the  physician's  profes- 
sional component  from  the  other  components  of  his  service,  the  "present  level  of 
compensation"  is  presumed  to  be  reasonable,  and  challenges  to  such  an  assump- 
tion must  be  dealt  with  "on  the  basis  of  prevailing  rates  of  compensation  in 
comparable  institutions."  And  Section  405.486(b)  (3)  states  that  the  ob- 
jective in  determining  reasonable  charges  where  the  physician  bills  patients 
directly  is  the  same  as  that  expressed  above,  "to  bring  about  as  little  change 
as  possible  (in  the  normal  case)  in  the  compensation  the  physician  receives  for 
for  his  professional  services  in  the  hospital." 

Similarly,  the  reasonable  charges  of  a  physician  who  assumes  all  costs  and 
who  bills  directly  "would  be  based  upon  the  remuneration  he  received  for  his 
services  prior  to  the  leasing  arrangement  plus  his  reasonable  costs  of  operation 
as  reflected  by  the  hospital's  cost  experience  in  providing  such  services" 
(Section  405.486(b)  (4) ).  In  other  words,  the  reasonableness  of  the  physician's 
costs  as  well  as  his  fee  would  be  based  on  costs  and  remuneration  from  prior  years. 
Section  405.488(b)  adds  that  the  total  costs  of  services  to  patients  "should  not  be 
increased  solely  by  reason  of"  the  division  of  payments  under  Part  A  and  Part  B, 
and  Illustrations  (b)  (2)  (ii)  and  (d)  (2)  require  the  submission  of  data  show- 
ing, under  both  the  item4)y-item  approach  and  the  optional  approach,  the  "cus- 
tomary amount (s)  billed  by  the  hospital  for  the  procedure."  In  addition,  under 
the  item-by-item  approach,  an  estimate  of  the  number  of  times  the  procedure  will 
be  performed  in  the  next  year  must  be  accompanied  by  "Comparable  data  for  a 
representative  past  period — e.g.,  a  year — "  and  an  explanation  of  "any  significant 
deviations"  between  the  two  (Illustration  (b)  (2)  (i) ). 

It  is  quite  true  that  Sections  405.485(b)  and  405.486(b)  (4)  and  Illustration 
(a)(1)  seem  to  recognize  that  revisions,  adjustments  and  changes  in  past 
practices  will  be  recognized  in  some  cases  and  under  certain  conditions.  These 
provisions,  however,  are  not  sufficiently  clear  and  are  too  restrictive.  If  HEW 
really  intends,  as  its  officials  have  informally  assured  the  College  they  do 
intend,  that  past  practices  are  to  be  used  as  a  guide  solely  for  judging  the  rea- 
sonableness of  charges  and  costs  during  the  first  year  of  Medicare's  operation, 
when  the  shifts  from  the  old  system  to  the  new  will  take  place,  then  that 
proposition  should  be  clearly  spelled  out  in  the  regulations.  After  the  first 
year  of  operation,  costs  and  charges  should  be  allowed  to  ebb  and  flow  with  the 
demands  of  the  profession  subject  only  to  the  requirement  of  reasonableness,  and 
reasonableness  must  be  judged  on  the  basis  of  all  relevant  facts  then  in  existence 
and  not  on  the  basis  of  what  may  have  prevailed  in  the  past. 

In  this  regard,  it  should  be  noted  that  Congress  was  careful  to  provide  at  the 
very  outset  of  the  Act  that  Federal  officials  shall  not  supervise  or  control  the 
practice  of  medicine,  the  manner  in  which  medical  services  are  provided,  the 
compensation  of  persons  providing  health  services,  etc.  (Section  1801).  As 
pointed  out  above,  the  Act  does  not  speak  in  terms  of  past  practices.   It  does  not 
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attempt  to  inhibit  change.  It  does  not  require  any  explanation  of  deviations 
from  one  year  to  the  next.  On  the  contrary,  when  the  Act  sets  forth  standards 
of  reasonableness,  it  refers  to  other  conditions  then  prevailing.  For  example, 
in  referring  to  reasonable  charges  under  Section  1842(b)  (3)  (i),  the  Act  sets 
out  that  the  charge  shall  not  be  higher  "than  the  charge  applicable,  for  a 
comparable  service  and  under  comparable  circumstances,  to  the  policyholders  and 
subscribers  of  the  carrier  *  *  *."  Similarly,  Section  1842(b)(3)  reads  in 
part:  "In  determining  the  reasonable  charge  for  services  for  purposes  of  this 
paragraph,  there  shall  be  taken  into  consideration  the  customary  charges  for 
similar  services  generally  made  by  the  physician  or  other  person  furnishing  such 
services,  as  well  as  the  prevailing  charges  in  the  locality  for  similar  services." 
These  sections  do  not  relate  back  to  customary  and  prevailing  charges  or 
comparable  service  and  circumstances  of  other  years.  Instead,  they  pinpoint  the 
present  as  the  relevant  period  for  comparison.  The  proposed  regulations  should 
do  the  same. 

WHETHER  THE  "ILLUSTRATIONS"  ARE  EXAMPLES  ONLY 

The  "Illustrations"  published  with  the  proposed  regulations  are  described  in 
the  covering  notice  as  "illustrative  methods  for  applying  the  principles  described 
in  Sections  405.480  through  405.888  *  *  *."  The  text  of  the  illustrations  them- 
selves, however,  will  almost  certainly  lead  those  concerned  with  enforcement  to 
believe  that  these  are  not  merely  illustrations  or  examples,  but  rather  binding 
delineations  of  how  to  separate  physician  payments  into  Part  A  and  Part  B 
components  and  of  how  to  determine  the  Part  B  charge  for  individual  procedures. 

We  have  pointed  out  above  that  the  illustrations  proceed  on  the  wrong  basis 
and  are  illegal,"  but  the  point  we  make  here  is  that  even  assuming  the  illustra- 
tions to  be  permissible,  they  certainly  cannot  be  made  the  only  basis  for  separat- 
ing payments  and  determining  charges.  Congress  carefully  provided  that  the 
sole  test  is  reasonableness.  Any  separation  of  Part  A  and  Part  B  payments  and 
any  establishment  of  Part  B  charges  that  result  in  reasonable  determinations 
must  be  deemed  acceptable  under  the  Act  no  matter  how  evolved.  Reasonableness 
is  to  be  tested  by  the  result  and  not  by  the  method  used  to  reach  it. 

The  Use  of  the  Optional  Method 

Illustration  (d)  (1)  provides  in  part  that  "Where,  because  of  the  high  volume 
of  low-cost  procedures  or  the  lack  of  necessary  statistical  data,  it  would  not  be 
feasible  for  the  physician  and  hospital  to  comply  with  the  requirements  of  the 
item-by-item  method,  the  optional  method  described  in  Section  405.483(c)  would 
be  applicable"  (emphasis  added).  HEW  officials  have  stated  that  they  do  not 
intend  for  the  optional  method  to  be  used  only  when  it  can  be  demonstrated 
that  use  of  the  item-by-item  method  is  not  feasible.  On  the  contrary,  these 
officials  have  stated  that  the  optional  method  can  be  used  whenever  the  physician 
chooses  to  use  it.  However,  the  fact  remains  that  the  illustration  reads  other- 
wise, and  those  whose  duty  it  is  to  interpret  and  apply  the  regulations  may  well 
feel  themselves  bound  by  the  literal  language  of  this  illustration  to  disallow 
the  optional  method  whenever  the  item-by-item  method  appears  feasible  or 
whenever  the  parties  have  failed  to  demonstrate  that  the  item  method  is  not 
feasible.  The  illustration  should  be  changed  by  eliminating  entirely  the  sentence 
from  the  illustration  quoted  above. 

This  point  is  particularly  important  in  view  of  our  position,  previously  sub- 
mitted in  detail  to  HEW  and  discussed  briefly  again  above,  that  the  requirement 
of  personal  attention  to  an  individual  patient  by  the  physician — a  requirement 
which  forms  the  basis  of  the  item-by-item  approach — is  contrary  to  law. 

In  the  light  of  the  above  comments,  we  respectfully  request  and  urge  the 
Department  to  rewrite  and  substantially  modify  its  proposed  regulations. 
Sincerely  yours, 

E.  Barrett  Prettyman,  Jr. 

Mr.  Burke.  Our  next  witness  is  Dr.  Milton  Terris.  Will  you 
identify  yourself  for  the  record,  Doctor  ? 
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STATEMENT  OF  DR.  MILTON  TERRIS,  PRESIDENT,  AMERICAN 
PUBLIC  HEALTH  ASSOCIATION 

Dr.  Terris.  Mr.  Chairman  and  members  of  the  committee,  I  am  Dr. 
Milton  Terris,  president  of  the  American  Public  Health  Association. 
I  am  also  professor  of  preventive  medicine  at  the  New  York  Medical 
College  in  New  York  City. 

Despite  the  brevity  of  experience  with  Public  Law  89-97,  I  believe 
we  can  make  the  judgment  that  the  benefits  of  the  medicare  program 
in  meeting  the  health  needs  of  persons  age  65  and  over  is  abundantly 
evident. 

It  is  also  evident  that  the  program  is  imperfect,  that  it  needs  to  be 
improved,  it  needs  to  be  continued,  and  that  it  needs  to  be  broadened. 

In  our  approach  to  viewing  Public  Law  89-97  and  title  XVIII  we 
work  from  the  standpoint  of  two  principles :  One,  that  fiscal  integrity 
must  be  preserved,  and  two,  that  effective  health  care  appropriate  to 
need  must  be  provided.  It  is  our  opinion  that  these  objectives  are  not 
mutually  exclusive,  that  they  can  and  should  be  made  compatible. 

We  believe  that  the  goal  of  both  Federal  and  State  programs  should 
be  achievement  of  a  single  uniformly  high  standard  of  medical  care, 
not  a  system  which  permits  a  high  level  of  care  for  certain  sections  of 
the  population  and  an  inferior  level  of  care  for  other  sections  of  the 
population.  It  is  our  belief  that  other  considerations  must  be  sec- 
ondary to  this  point  of  view. 

Our  first  recommendation  is  that  title  XVIII  be  amended  in  order 
that  all  existing  arrangements  for  providing  physicians'  sendees,  in- 
cluding salaried  physicians  and  group  health  plans,  be  eligible  for 
reimbursement. 

Despite  the  statement  in  the  original  act  that  the  intent  of  the  bill 
was  in  no  wav  to  interfere  with  the  practice  of  medicine  or  with  the 
manner  in  which  medical  services  are  provided,  the  law  has  done  just 
that.  The  rigidity  of  the  required  f  ee-f  or-service  payment  system  has 
made  necessary  an  artificial  accounting  for  services  rendered  under 
other  systems  of  reimbursement.  It  has  been  a  direct  interference 
with  the  best  in  medical  practice.  It  has  made  necessary  a  compli- 
cated system  of  medical  cost  accounting  maintained  at  an  unnecessary 
expense. 

In  the  United  States  at  the  present  time  there  is  an  increasing  tend- 
ency toward  the  development  of  prepaid  group  practice  and  toward 
the  use  of  salaried  physicians  in  hospitals.  These  tendencies  are  very 
important  from  two  points  of  view.  They  are  highly  significant  in 
improving  the  quality  of  services  available  to  people.  They  are  also 
very  important  because  studies  have  shown  that  under  these  relation- 
ships the  costs  of  effective  care  are  considerably  lower  than  under  the 
fee- for- service  system. 

We  would  submit  that  it  is  extremely  important  that  we  do  not  turn 
the  clock  back  with  regard  to  these  newer  developments  which  are 
occurring  in  medical  practice,  that  no  legislation  should  interfere  with 
the  possibility  of  progress  in  these  areas. 

Now,  although  section  130  of  H.R.  5710  makes  a  beginning  effort 
to  better  the  present  situation  by  covering  hospital  inpatient  X-ray 
and  laboratory  services,  we  believe  that  a  far  greater  improvement 
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would  result  if  all  salaried  hospital-based  specialist  services  were  cov- 
ered under  part  A. 

A  second  recommendation  is  that  title  XVIII  be  amended  to  elim- 
inate the  required  3-day  hospital  stay  prior  to  admission  to  an  ex- 
tended care  or  nursing  home  facility.  We  recognize  the  reason  for 
this  provision,  but  we  suggest  that  the  presently  required  3-day  hos- 
pital stay  does  not  necessarily  accomplish  the  objective  of  making  cer- 
tain that  the  patient  has  a  real  medical  evaluation  before  he  enters 
the  extended  care  or  nursing  home  facility. 

We  suggest  instead  that  there  be  required  a  medical  evaluation 
with  prescribed  criteria,  including  a  determination  of  rehabilitation 
potential,  before  admission  to  an  extended  care  facility,  a  nursing 
home,  or  release  to  a  home  health  agency. 

We  believe  the  present  provision  may  require  unnecessary  expensive 
hospital  stays  without  realizing  the  objective  of  that  provision. 

We  recommend  an  amendment  to  title  XVIII  to  eliminate  all  de- 
ductibles. We  know  of  no  proof  that  deductibles  furnish  any  real 
deterrent  to  the  seeking  of  unnecessary  care  by  individuals  and  there 
is  considerable  indication  that  the  deductibles  may  discourage  patients 
from  seeking  care  early  in  an  episode  of  illness.  The  administrative 
nightmare  which  has  resulted  from  the  deductibles  has  already  been 
covered  in  other  testimony  before  this  committee.  I  will  not  repeat 
this. 

The  American  Public  Health  Association  recommends  that  title 
XVIII  be  amended  so  that  depreciation  allowances  to  institutions, 
whether  under  voluntary  or  proprietary  auspices,  are  predicated  on 
funding  such  allowances,  and  we  agree  with  the  provisions  of  H.R. 
5710  except  that  we  would  add  two  things. 

First,  we  think  it  would  be  simpler  to  retain  the  depreciation  allow- 
ance in  the  medicare  fund  with  arrangements  whereby  an  institution 
would  have  a  charge  against  said  allowance  when  capital  expenditures 
are  to  be  made,  and  this  would  eliminate  the  need  for  expensive  and 
cumbersome  recapture  provisions. 

Secondly,  we  believe  the  depreciation  allowance  should  be  made 
only  when  it  is  consistent  with  the  State  plan.  However,  we  consider 
that  the  State  agency  from  whom  approval  is  required  should  be  the 
State  agency  which  has  the  responsibility  for  total  health  facility 
planning  and  not  necessarily  the  agency  designated  pursuant  to  sec- 
tion 1864(c). 

Our  next  recommendation  is  that  title  XVIII  be  amended  to  include 
as  a  reimbursable  charge  the  cost  of  prescription  drugs  for  out- 
of -institutional  care  where  medically  indicated.  Making  drugs  avail- 
able to  patients  whose  medical  condition  has  been  stabilized  is  sound 
preventive  medicine  which  in  many  cases  will  obviate  the  need  for 
more  costly  rehospitalization.  Most  beneficiaries  would  prefer  to  re- 
main in  their  homes  and  if  their  health  can  be  protected  in  this  en- 
vironment it  is  preferential  to  do  so  from  both  the  viewpoint  of  choice 
by  the  patient  and  from  the  viewpoint  of  cost.  We  have  long  sup- 
ported the  position  that  public  expenditures  for  prescription  drugs 
should  be  made  on  the  basis  of  generic  name.  This  stand  is  based 
upon  a  belief  that  effective  drugs  should  be  provided  at  the  lowest 
possible  cost. 
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It  appears  to  us,  and  we  hope  the  committee  will  be  equally  con- 
vinced, that  in  the  interest  of  guarding  the  financial  integrity  of  the 
program  it  should  be  required  that  drugs  be  prescribed  generically 
whenever  possible  from  a  formulary  in  which  only  the  products  of 
approved  manufacturers  would  be  listed. 

Our  final  recommendation  on  title  XVIII  is  that  there  be  an  amend- 
ment whereby  home  health  services  would  be  expanded  so  as  to  pro- 
vide comprehensive  health  care.  At  the  present  time  the  services  of 
such  specialists  as  nutritionists  and  dietitians  are  not  available  under 
title  XVIII. 

With  respect  to  title  XIX,  it  is  the  opinion  of  the  American  Public 
Health  Association  that  title  XIX  is  not  now  meeting  the  demon- 
strated health  needs  of  those  for  whom  it  is  intended,  and  there  is 
grave  doubt  in  our  view  as  to  whether  or  not  it  can  meet  those  needs. 

Certainly  the  less  fortunate  States  economically  have  not  and  prob- 
ably will  not  be  able  to  finance  their  share  of  this  program,  and  we 
believe  the  Congress  must  sooner  or  later  consider  adopting  one  of 
two  alternatives. 

The  first  is  Federal  support  of  the  title  XIX  program  up  to  and 
including  100  percent.  We  would  prefer  the  second  alternative,  which 
is  the  broadening  of  the  Federal  health  insurance  program,  title 
XVIII,  to  include  title  XIX  beneficiaries. 

The  American  Public  Health  Association  has  for  a  number  of  years 
been  persuaded  that  the  paid  up  insurance  method  is  preferred,  and  we 
believe  that  the  provision  of  health  care  to  individuals  who  have  pre- 
paid for  the  services  received  means  that  they  receive  services  as  a- 
right  rather  than  a  privilege.  Further,  this  means  a  great  deal  in 
terms  of  the  kind  of  care  they  get. 

We  would  like  to  point  out  to  the  committee  that  the  proposal  in 
H.R.  5710  which  essentially  defines  medical  indigency  runs  into  some 
difficulty.  In  our  studies  of  these  questions  we  have  found  it  extremely 
difficult  to  define  medical  indigency.  'While  it  is  possible  to  anticipate 
with  a  reasonable  degree  of  accuracy  costs  for  food,  clothing,  and 
shelter,  medical  problems  and  their  attendant  costs  are  completely 
unpredictable.  A  family  of  modestly  comfortable  means  can  in  the 
face  of  a  health  catastrophe  be  thrown  into  a  tragic  indebtedness. 

It  is  because  of  just  such  instances  that  the  APHA  favors  prepaid 
health  insurance  protection  and  we  urge  serious  committee  consid- 
eration of  this  approach. 

With  regard  to  title  XIX,  we  should  like  to  recommend  more  at- 
tention be  paid  to  the  question  of  quality  and  the  question  of  standards. 
We  recommend  that  XIX  be  amended  to  vest  in  State  health  depart- 
ments authority  to  certify  providers  of  service  from  practitioner 
through  facility  financed  under  this  title. 

With  respect  to  the  maternal  and  child  health  programs  we  support 
the  proposals  in  H.E.  5710  with  enthusiasm.  We  believe,  however, 
that  these  programs  should  be  coordinated  with  the  programs  devel- 
oped by  the  State  health  planning  agencies.  We  support  the  new 
requirements  that  a  certain  small  proportion  of  the  funds  for  this 
activity  be  set  aside  for  a  program  of  evaluation. 

This  is  in  our  opinion  a  long  overdue  step.  We  should  like  to  see 
it  made  a  part-  of  all  Federal  granting  programs  in  the  health  field. 
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We  support  the  proposals  in  H.R.  5710  for  programs  of  dental 
health  of  children  and  we  believe  further  that  this  program  should  be 
administered  by  the  agency  within  the  department  which  is  most  ex- 
perienced and  qualified  to  do  so.  the  dental  health  program  of  the 
Public  Health  Service. 

Finally,  we  should  like  to  bring  to  the  attention  of  the  committee 
the  need  for  a  new  federally  supported  program  to  aid  in  the  financing 
of  care  in  nonmedical  homes,  residences,  or  institutions  for  the  aged 
who  do  not  need  constant  medical  or  nursing  care.-  These  facilities 
would,  for  example,  provide  a  home  for  the  ambulatory  patient  who 
needs  only  occasional  medical  attention.  Such  a  program  would  help 
prevent  overutilization  of  hospital  and  nursing  home  facilities  while 
providing  a  site  for  needed  care  at  less  cost  than  if  the  patient  were 
institutionalized. 

We  believe  this  kind  of  program  is  neecssary  if  we  are  to  prevent 
the  misuse  of  costly  health  facilities  and  safeguard  the  financial  in- 
tegrity of  the  program. 

Thank  you  very  much. 

(The  statement  referred  to  follows:) 

Statement  of  Milton  Terbis,  M.D..  Pbesidext.  American  Public  Health 
Association,  on  Public  Law  89-97  and  H.R.  5710 

Less  than  one  year  has  elapsed  since  July  1.  1966,  when  the  first  of  a  series  of 
provisions  under  Title  18  of  P.L.  89-97  went  into  effect.  The  effective  date  for 
other  provisions  is  even  more  recent,  and  some  are  still  to  become  operative. 
Despite  this  brevity  of  experience,  we  believe  that  some  judgments  can  be  made, 
that  certain  problems  have  become  apparent,  and  that  certain  specific  changes  are 
indicated.  The  benefits  of  the  Medicare  program  in  meeting  the  health  needs  of 
persons  age  65  and  over  are  evident.  That  it  is  imperfect  is  equally  evident. 
That  the  program  should  be  improved,  continued  and  broadened  is.  to  the  APHA. 
indisputable. 

In  considering  amendments  to  P.L.  89-97.  it  is  incumbent  upon  the  Congress, 
and  especially  this  Committee,  to  weigh  carefully  both  the  experiences  of  the 
past  and  the  prospects  for  the  future  while  keeping  in  mind  two  especially 
pertinent  factors.  First,  fiscal  integrity  must  be  preserved.  Second,  effective 
health  care  appropriate  to  need  must  be  provided.  These  objectives  are  not 
mutually  exclusive — they  can  and  should  be  made  compatible. 

It  is  the  view  of  the  APHA  that  the  justification  for  enactment  of  Titles  18 
and  19  was  the  provision  of  quality  health  services  to  beneficiaries  in  need  of 
them.  The  goal  of  both  Federal  and  State  programs  should  be  achievement  of 
one  uniformly  high  standard  of  medical  care,  not  a  system  which  will  permit 
a  high  level  for  some  and  a  second  inferior  grade  of  medical  care  for  certain 
population  groups.    Other  considerations  must  be  secondary. 

This  ambitious  new  health  legislation  was  not  born  from  a  need  related  to 
financial  profit.  Xor  should  its  goal  be  merely  to  arrange  financial  details, 
spend  allotments,  and  reimburse  vendors.  There  must  be  continuous  attention 
to  how  the  money  is  used,  and  with  what  effects.  Every  effort  should  be  made 
to  obtain  as  much  effective  health  care  as  possible  from  the  resources  available. 

The  observations  and  recommendations  of  the  APHA  will  be  related  to  our 
sphere  of  competence — health — and  they  will  be  applicable  to  the  two  most  basic 
factors — financing  and  effectiveness  of  care.  This  statement  will  not 'cover  all 
of  the  points  raised  by  H.R.  5710.  but  it  will  deal  with  those  which,  in  our  view, 
are  most  critical  in  developing  the  best  program  possible. 

To  this  end : 

The  APHA  recommends : 

Amendment  of  Title  18.  P.L.  89-97.  in  order  that  ail  existing  arrangements 
for  providing  physicians'  services,  including  salaried  physicians  and  group 
health  plans,  will  be  eligible  for  reimbursement. 
Despite  the  intent  of  this  Committee  and  of  the  Congress  to  in  no  way  inter- 
fere either  with  the  practice  of  medicine  or  with  the  manner  in  which  medical 
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services  are  provided,  P.L.  89-97  has  done  just  that.  The  rigidity  of  the  required 
fee-for-service  payment  system  has  made  necessary  an  artificial  accounting  for 
services  rendered  under  other  systems  of  reimbursement.  It  has  been  a  direct 
interference  with  the  best  in  medical  practice.  It  has  made  necessary  a  com- 
plicated system  of  medical  cost  accounting  maintained  at  an  unnecessary 
expense.  The  results  are  frequently  confusing,  even  ludicrous — patients  receiv- 
ing a  physician's  bill  for  a  few  cents.  This  cumbersome  and  costly  requirement 
should  be  eliminated. 

Although  Section  130  of  H.R.  5710  makes  a  beginning  effort  to  better  this 
situation  by  covering  diagnostic  X-ray  and  laboratory  services,  a  far  greater 
improvement  would  result  if  all  salaried  hospital  based  specialist  services  were 
covered  under  Part  A. 

The  APHA  recommends : 

Amendment  of  Title  18  to  eliminate  the  required  three-day  hospital  stay 
prior  to  admission  to  an  extended  care  or  nursing  home  facility. 

The  logic  behind  this  requirement  was  to  assure  medical  evaluation  before 
placement,  but  the  presently  required  three-day  hospital  stay  does  not  neces- 
sarily accomplish  this  objective.  We  suggest,  in  its  stead,  a  prerequisite  medical 
evaluation,  with  prescribed  criteria,  including  a  determination  of  rehabilitation 
potential,  before  admission  to  an  extended  care  facility,  a  nursing  home  or  re- 
lease to  a  home  health  agency.  In  many  instances,  an  unnecessary,  expensive 
hospital  stay  would  be  eliminated  and,  in  every  instance,  a  plan  for  a  continued 
regimen  of  needed  service  would  result.  Physicians'  services,  now  possible 
under  Part  B,  makes  possible  an  out-of-hospital  evaluation  which  was  non- 
reimburseable  when  this  legislation  was  first  conceived  as  dealing  with  institu- 
tional benefits  only.  The  value  of  continuity  of  care,  recognized  by  the  re- 
quirement for  a  physician  plan,  should  be  constantly  emphasized. 

The  APHA  recommends : 

Amendment  of  Title  18  to  eliminate  all  deductibles. 

The  rationale  for  deductibles  is  essentially  twofold.  First,  that  they  deter 
the  hypochrondriac  or  the  merely  lonely  from  seeking  unnecessary  care,  thus 
preventing  unnecessary  overcrowding  of  facilities  and  overburdening  physi- 
cians ;  and  second,  some  financial  support  of  the  program  is  realized.  There  is 
no  proof  that  deductibles  furnish  any  such  deterrent.  And  there  is  indication 
that  they  may  discourage  patients  from  seeking  care  early  in  an  episode  of 
illness. 

Disregarding  completely  the  value  of  an  early  visit  in  an  episode  of  illness, 
deductibles  contribute  to  an  administrative  nightmare.  And  the  labor  and  con- 
comitant costs  involved  in  record  keeping  and  in  the  incessant  checking  and 
rechecking  on  deductibles  is  tremendous.  We  are  advised  that  overhead  costs 
to  intermediaries,  a  sizeable  portion  of  which  is  attributable  to  bookkeeping  re- 
quired to  keep  track  of  deductibles,  is  running  between  10  and  18  percent.  This, 
in  our  view,  is  inordinately  excessive  and  further,  is  an  unnecessary  and  un- 
productive charge  against  the  program.  Furthermore,  it  is  an  added  complexity 
for  the  beneficiary  himself. 

Although  the  new  Part  C  proposal  simplifies  some  of  the  confusion  which  exists 
currently,  and  although  the  uniting  of  diagnostic  and  therapeutic  outpatient 
services  is  most  desirable,  restricting  eligibility  for  hospital  outpatient  care  to 
those  enrolled  under  Part  B  seems  to  us  a  deletion  of  hospital  outpatient  diag- 
nostic benefits  now  available  nuder  Part  A. 

The  APHA  recommends : 

Amendment  of  Title  18  so  that  depreciation  allowances  to  institutions, 
whether  under  volutary  or  proprietary  auspices,  are  predicated  on  funding 
such  allowances. 

It  is  important  to  keep  in  mind  that  this  provision  of  the  law  is  intended 
specifically  for  renewing  or  rebuilding — a  depreciation  allowance  on  capital  ex- 
penditure— and  that  this  return  is  in  addition  to  (a)  a  2  percent  unidentifiable 
cost  factor  and  (b)  a  return  on  investment  which,  based  upon  the  formula  in- 
corporated in  the  law,  is  presently  running  about  7.5  percent.  The  intent  of 
Section  129  in  H.R.  5710  appears  consistent  with  our  recommendation,  but  we 
urge  the  Committee  to  consider  two  modifications. 

First,  we  believe  it  would  be  much  simpler  to  retain  the  depreciation  allow- 
ance in  the  Medicare  fund  with  arrangements  whereby  an  institution  would 
have  a  charge  against  said  allowance  when,  in  accordance  with  the  State  health 
facility  planning  authority,  capital  expenditures  are  to  be  made.  This  would  elim- 
inate the  need  for  cumbersome  recapture  provisions. 
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Second,  any  capital  expenditure  by  a  provider  of  service  should  be  required 
to  be  in  conformity  with  the  State  plan  for  facility  development.  Without  such 
approval,  a  depreciation  allowance  should  not  be  made.  And,  the  State  agency  of 
whom  approval  is  required  should  be  the  State  agency  which  has  responsibility 
for  total  health  facility  planning  and  not  necessarily  the  agency  designated 
pursuant  to  Section  1864  ( c ) ,  P.L.  89-97. 

The  APHA  recommends : 

Amendment  of  Title  18  to  include  as  a  reimbursible  charge  the  cost  of 
prescription  drugs  for  out-of-institutional  care  where  medically  indicated. 

Making  drugs  available  to  patients  whose  medical  condition  has  been  stabilized 
is  sound  preventive  medicine  which,  in  many  cases,  will  obviate  the  need  for  more 
costly  re-hospitaliziation.  Most  beneficiaries  would  prefer  to  remain  in  their 
homes  and  if  their  health  can  be  protected  in  this  environment  it  is  preferential 
to  do  so  from  both  the  choice  and  cost  vantage  points.  The  APHA  has  long 
supported  the  position  that  public  expenditures  for  prescription  drugs  should 
be  made  on  the  basis  of  generic  name  wherever  possible.  This  stand  is  based 
upon  a  belief  that  effective  drugs  should  be  provided  at  the  lowest  possible  cost. 
Examples  of  price  discrepancies  between  trade  and  generic  name  prescribing 
can  be  illustrated  by  three  examples  of  wholesale  prices  selected  at  random. 


Trade  name 

Cost  per  100 

Generic  name 

Cost  per  100 

Meticorten  (5  milligrams)   

Peritrate  (10  milligrams)  

$17. 90 
2.  50 

6.50 

Prednisone  (5  milligrams) . 
Pentaerythritol  tetranitrate  (10 

milligrams) . 
Meprobamate  

$1.00 
.50 

3.00 

Equanil    

It  appears  to  us,  and  we  hope  this  Committee  will  be  equally  convinced,  that  in 
the  interest  of  guarding  the  financial  integrity  of  this  program  it  should  be  re- 
quired that  drugs  be  prescribed  generically  whenever  possible  from  a  formulary 
in  which  only  the  products  of  approved  manufacturers  would  be  listed. 

The  APHA  recommends : 

Amendment  of  Title  18  whereby  home  health  services  would  be  expanded 
so  as  to  provide  comprehensive  health  care. 

Section  127  of  H.R.  5710  would  add  the  services  of  podiatrists  to  those  of  the 
health  disciplines  presently  included.  This  action  is  merited,  but  additional 
services  should  be  included.  The  home  is  the  locale  of  preference  if  appropriate 
health  care  can  be  provided  there.  But  whatever  the  needed  specialty  may  be,  it 
should  be  available.  Section  1861  should  be  amended  in  order  that  the  services 
of  indicated  specialists  (e.g.  nutritionists  and  dieticians)  can  be  reimbursed, 
hence  made  readily  available. 

TITLE  XIX 

It  is  the  opinion  of  the  APHA  that  Title  19  is  not  now  meeting  the  demonstrated 
health  needs  of  those  for  whom  it  is  intended.  There  is,  in  our  view,  grave  doubt 
as  to  whether  or  not  it  can.  Certainly  the  less  economically  fortunate  States 
have  not,  and  probably  will  not,  be  able  to  finance  their  share  of  this  program. 
We  believe  that  the  Congress  must  one  day  consider  adopting  one  of  two  alterna- 
tives. The  first  is  Federal  support  of  the  Title  19  program  up  to  and  including 
100  percent.  If  we  understand  the  language  of  H.R.  5710  there  seems  to  be  a  step 
in  this  direction  contained  in  Section  206  of  that  proposal.  A  second  alternative 
would  be  the  broadening  of  the  Federal  health  insurance  program  to  include  Title 
19  beneficiaries.  The  APHA  has  for  a  number  of  years  been  persuaded  that  the 
paid  up  insurance  method  is  preferred. 

We  believe  it  incumbent  upon  us  to  point  out  to  the  Committee  our  doubts  as 
to  the  wisdom  of  the  proposal  in  H.R.  5710,  Section  220,  whereby  Federal  partic- 
ipation in  Title  10  would  be  limited  to  those  persons  and  families  whose  incomes 
do  not  exceed  by  50  percent  the  highest  income  standards  for  eligibility  under  the 
cash  assistance  program.  While  it  is  possible  to  anticipate,  with  a  reasonable 
degree  of  accuracy  costs  for  food,  clothing  and  shelter,  medical  problems  and 
their  attendant  costs  are  completely  unpredictable.  A  family  of  modestly  com- 
fortable means  can,  in  the  face  of  a  health  catastrophe,  be  thrown  into  a  tragic 
indebtedness.  It  is  because  of  just  such  instances  that  the  APHA  favors  prepaid 
health  insurance  protection. 
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Unless  and  until  public  assistance  recipients  and  the  medically  indigent  are 
covered  by  the  Federal  health  insurance  program,  Title  19  should  be  improved. 
To  this  end : 

The  APHA  recommends : 

Amendment  of  Title  19  to  provide  75  percent  Federal  reimbursement  for 
the  compensation  and  training  of  professional  medical  personnel  and  support- 
ing staff  engaged  in  the  administration  of  this  program  irrespective  of  the 
State  agency  so  administering. 
The  present  arrangement  is,  in  our  view,  not  consistent  with  the  intent  of  the 
Congress  nor  of  this  Committee  when  P.L.  89-97  ;was  enacted.    We  subscribe  to 
and  support  fully  the  amendment  proposed  in  Section  224,  H.R.  5710,  and  urge 
its  approval. 
The  APHA  recommends : 

Amendment  of  Title  19  to  vest  in  State  Health  Departments  authority  to 
certify  providers  of  service  financed  under  this  Title. 
In  order  to  ensure  that  a  uniformly  high  level  of  medical  care  is  provided,  the 
qualifications  and  competence  of  providers  must  be  certified  all  along  the  line — 
from  practitioner  through  facility.  Just  as  certification  of  beneficiaries'  eligibil- 
ity is  mandated  to  the  unit  with  the  expertise,  the  State  welfare  authority,  certify- 
ing providers  should  be  mandated  to  the  unit  with  that  expertise,  the  State  health 
authority. 

In  the  interest  of  curtailing  unnecessary  administrative  work  and  confusion, 
we  believe  it  would  be  helpful  if  the  Department  of  Health,  Education,  and  Wel- 
fare adopted  a  policy  whereby  proof  of  Civil  Rights  compliance  furnished,  as  re- 
quired, under  Title  18  would  be  considered  valid  for  Title  19.  Neither  certifying 
State  agencies  nor  institutions  should  be  required  by  a  second  Federal  agency  to 
furnish  proof  of  compliance  already  submitted  to  another  agency  of  the  same 
Department. 

MATERNAL  AND  CHILD  HEALTH  PROGRAMS 

Several  amendments  are  proposed  in  H.R.  5710  (Sections  301,  303,  305  and 
306)  to  accelerate  our  total  effort  to  improve  the  health  status  of  our  nation's 
youth.  In  our  view,  there  are  few  if  any  ventures  of  comparable  worth.  These 
programs,  the  early  case-finding  and  treatment  of  handicapping  conditions  of 
children,  the  special  grants  for  maternity  and  infant  care,  and  the  training  of 
competent  personnel  all  merit  increased  support.  In  the  face  of  ample  proof  that 
we  can  do  better,  we  must.  The  APHA  strongly  supports  the  proposed  increases 
in  the  authorizations  for  these  programs. 

In  the  interest  of  maximum  accomplishment  from  programs  within  States  and 
communities,  we  urge  a  requirement  in  the  provisions  of  Sections  301,  303  and 
especially  306  of  H.R.  5710  that  these  grant  programs  be  coordinated  with  the 
State  planning  agency  required  by  P.L.  89-749  enacted  in  October  1966.  These 
vital  programs  should  be  made  an  integral  part  of  the  total  Federal-State-local 
health  effort. 

We  support  too  the  innovative  and  long  overdue  authority  called  for  in  Section 
307,  H.R.  5710.  It  is  long  past  the  time  for  a  careful  evaluation  of  the  results 
of  Federal  support  and  direction  of  operating  health  programs.  The  APHA  is 
persuaded  that  this  should  be  a  part  of  every  Federal  grant  program  and  heartily 
endorses  inclusion  of  this  provision.  We  must  state  that  such  evaluation  will, 
in  our  view,  be  more  objective  if  made  by  other  than  the  program  administra- 
tors. Hence,  we  hope  that  the  Secretary  of  HEW  will,  in  every  instance  pos- 
sible, seek  accomplishment  through  a  grant  or  contract  arrangement  with 
organizations  outside  the  Federal  Government. 

DENTAL  HEALTH  OF  CHILDREN 

Dental  diseases  and  their  complications  number  more  victims,  adults  and 
children  alike,  than  any  other  chronic  condition.  Disease  attack  is  particularly 
vicious  in  childhood.  It  begins  almost  at  birth — usually  no  later  than  the  second 
year — destroying  first  the  primary  or  baby  teeth  and  then,  as  soon  as  they  erupt, 
the  secondary  or  permanent  teeth  and  continuing  into  adulthood  for  as  long 
as  there  are  teeth  left  to  be  attacked.  Dental  disease  can  be  prevented,  but 
once  it  is  present  in  the  mouth  of  a  child,  it  can  be  controlled  only  through  con- 
tinuous professional  care. 

The  proposed  national  dental  health  program  for  children  offers  our  first  real 
opportunity  to  break  this  seemingly  endless  cycle  of  disease,  neglect,  and  destruc- 
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tion.  It  offers  a  progressive  program  of  comprehensive  dental  care  to  children 
across  the  country  who  would  not  otherwise  receive  such  care.  It  is  a  program 
which,  if  extended  to  all  the  nation's  children,  could  within  a  generation  virtu- 
ally eliminate  decay  as  a  major  cause  of  tooth  loss  and  bring  the  other  major 
destructive  dental  diseases  under  effective  control.  We  consider  this  proposal 
of  utmost  importance  to  the  health  protection  of  our  children,  and  we  urge  favor- 
able action  by  this  Committee.  We  further  believe  that  this  program  should  be 
administered  by  the  agency  within  the  Department  most  experienced  and  quali- 
fied to  do  so,  the  Dental  Health  Program  of  the  Public  Health  Service. 

NEW  PROGEAM 

Finally,  the  APHA  recommends  serious  consideration  by  this  Committee  and 
the  Congress  of  the  need  for  a  new  federally  supported  program  to  aid  in  the 
financing  of  non-medical  homes,  residences  or  institutions  for  beneficiaries  of 
programs  for  the  aged  who  do  not  need  constant  medical  or  nursing  care.  These 
facilities  would,  for  example,  provide  a  home  for  the  ambulatory  patient  who 
needs  only  occasional  medical  attention.  Such  a  program  would  help  prevent 
over-utilization  of  hospital  and  nursing  home  facilities  while  providing  a  site  for 
needed  care  at  less  cost  than  if  the  patient  were  institutionalized. 

Your  favorable  consideration  of  these  several  suggestions  will,  we  believe, 
do  much  to  improve  these  valuable  health  programs. 

Summary  of  Recommendations  of  the  American  Public  Health  Association 

APHA  recommends  specific  amendments  so  as  to  (a)  increase  effective  health 
care  for  beneficiaries  while  (b)  protecting  the  fiscal  integrity  of  funds  for  the 
program  by : 

UNDER  TITLE  18 

(1)  Making  eligible  for  reimbursement  all  existing  arrangements  of  providing 
physicians  services,  including  salaried  physicians  and  group  health  plans. 

(2)  Requiring  a  medical  evaluation  with  prescribed  criteria,  prior  to  admis- 
sion to  extended  care  facility,  nursing  home,  or  home  health  services — delete 
the  three  day  hospital  stay  requirement. 

(3)  Eliminating  all  deductibles. 

(4)  Requiring  depreciation  allowance  funding  whether  institution  is  under 
voluntary  or  proprietary  auspices  with  use  of  allowance  predicated  on  conform- 
ance with  state  plans. 

(5)  Reimbursing  cost  of  prescription  drugs  for  out-of -institution  care  where 
medically  indicated. 

(6)  Reimbursing  for  cost  of  (in  addition  to  podiatrists,  Section  127.  H.R.  5710) 
services  of  necessary  personnel,  including  nutritionists  and  dieticians,  in  home 
health  agency  programs. 

UNDER  TITLE  19 

(1)  Allowing  75  per  cent  Federal  reimbursement  for  compensation  and  train- 
ing of  professional  medical  staff  administering  state  programs,  irrespective  of 
public  agency  so  administering. 

(2)  Vesting  in  State  Health  Departments  authority  to  certify  providers  of 
health  services  under  this  Title. 

Federal  support  of  health  services  to  mothers  and  children  should  be  increased. 
APHA  recommends : 

(1)  Additional  funds  for  early  case  finding  and  treatment  of  handicapping 
conditions  of  children,  for  special  maternity  and  infant  care  projects,  for  maternal 
and  child  health  services,  for  personnel  training  and  for  research. 

(2)  Approval  of  the  dental-health-for-children  program. 

(3)  Requirement  that  each  of  these  grant  programs  be  coordinated  with  the 
State  Health  planning  agency  (P.L.  89-749). 

APHA  recommends  a  new  Federal  program  to  help  finance  non-medical  homes, 
residences  or  institutions  for  the  aged  who  do  not  require  constant  medical  or 
nursing  care. 

Mr.  Burke.  Thank  you  very  much,  Dr.  Terris.  Are  there  any 
questions  ? 
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Thank  you  again,  Doctor. 
Dr.  Terris.  Thank  you. 

(The  following  letter  was  received  by  the  committee :) 

The  American  Public  Health  Association,  Inc., 

New  York,  N.Y.,  April  5, 1967. 

Hon.  Wilbur  Mills, 

Chairman,  House  Committee  on  Ways  and  Means,  Longworth  Office  Building, 
Washington,  B.C. 

Dear  Mr.  Chairman  :  I  wish  to  submit  to  you  and  for  the  record  of  the  hearings 
that  you  are  currently  conducting  on  amendments  to  the  Social  Security  Act  an 
addendum  to  the  statement  which  I  presented  to  your  Committee  on  March  13, 
1967.  I  would  appreciate  it  if  this  letter  could  be  made  a  part  of  the  statement 
of  the  American  Public  Health  Association  and  the  expression  of  our  views 
relative  to  needed  changes  in  the  Social  Security  Act. 

The  Administration  has  proposed  in  the  bill  H.R.  5710  (which  you  have  intro- 
duced at  their  request)  to  eliminate  the  comparability  standards  between  the 
various  elements  of  Title  19  program  as  contained  in  Section  1902(a)  (10) .  This 
feature  of  Public  Law  89-97  as  it  now  stands  assures  that  there  will  be  com- 
parability in  the  amount,  duration,  and  scope  for  all  'beneficiaries  of  medical 
assistance  under  Titles  1,  4,  10,  14,  and  16  as  well  as  beneficiaries  receiving 
medical  assistance  who  are  in  the  medically  needy  group  but  not  receiving  cash 
assistance.  This  provision  means  that,  if  and  when  state  agencies  buy  into  the 
Part  B  feature  of  the  Title  18  program,  there  is  assurance  that  persons  under 
Title  19  will  receive  the  same  comprehensive  medical  services  with  the  same 
standards  of  care  that  are  provided  under  Title  18.  The  American  Public 
Health  Association  is  convinced  of  the  need  for  one  high  standard  of  effective 
health  care  and  the  proposal  of  the  Administration  to  eliminate  this  feature  of 
the  present  law  which  guarantees  comparability  of  services  would  be  an  invita- 
tion to  establish  a  second  grade  system  of  welfare  medicine.  To  this  the  APHA 
is  unalterably  opposed.  The  Administration  proposal  is  a  step  backward.  It 
would  establish  a  separate  and  unequal  system  of  care  with  higher  standards 
for  persons  over  65  years  of  age  and  a  lower  standard  for  children  and  their 
caretakers,  for  the  disabled  and  the  blind.  There  is  no  question  that  the  children 
of  this  nation  are  among  the  neediest  groups  in  the  country  and  they  should  not 
have  less,  but  in  fact  should  have  more  in  the  way  of  high  quality,  effective 
health  care. 

We  wish,  therefore,  to  protest  the  concept  which  has  been  introduced  by  the 
Administration  and  we  strongly  urge  you  and  your  Committee  to  reject  the 
proposal  of  the  Administration  contained  in  Section  223  of  H.R.  5710. 
Sincerely  yours, 

Milton  Terris,  M.D.,  President. 
Mr.  Burke.  We  will  now  hear  from  Dr.  Mowbray  and  Dr.  Barron. 

STATEMENT  OF  DR.  DOUGLAS  T.  MOWBRAY,  PRESIDENT,  AND  DR. 
EDWIN  N.  BARRON,  RETIRING  PRESIDENT,  AMERICAN  PODI- 
ATRY ASSOCIATION 

Dr.  Mowtbray.  Mr.  Chairman  and  members  of  the  committee,  I  am 
Douglas  T.  Mowbray,  president  of  the  American  Podiatry  Association 
and  a  doctor  of  podiatry  in  private  practice  in  Waterloo,  Iowa. 

Accompanying  me  is  Edwin  N.  Barron,  retiring  president  of  the 
association  and  also  a  doctor  of  podiatry  in  private  practice  in  Little 
Rock,  Ark. 

The  American  Podiatry  Association  is  a  voluntary,  nonprofit  orga- 
nization established  in  1912  and  composed  of  52  component  societies — 
one  in  each  State,  the  District  of  Columbia,  Puerto  Rico,  and  a  society 
for  podiatrists  in  Federal  service. 
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The  American  Podiatry  Association  supports  the  recommendation 
of  President  Johnson  to  include  podiatrists'  services  in  the  medicare 
program.  The  President  first  identified  this  need  in  July  1965,  when 
he  signed  the  bill  and  state  that : 

*  *  *  the  benefits  under  the  law  are  as  varied  and  broad  as  modern  medicine 
itself  *  *  *  and  if  it  has  a  few  defects — such  as  the  method  of  payment  of 
certain  specialists,  or  the  exclusion  of  podiatrists — these,  I  am  confident,  can  be 
quickly  remedied  *  *  * 

In  his  message  to  the  90th  Congress  on  aid  to  the  aged,  he  observed 
that — 

*  *  *  Certain  types  of  podiatry  services  are  important  to  the  health  of  the 
elderly.   Yet,  these  services  are  excluded  under  present  law  *  *  * 

Our  statement  addresses  itself  to  section  127  of  H.K.  5710  which 
proposes  to  add  these  services  to  the  program. 

Mr.  Chairman,  during  the  89th  Congress  your  committee  carefully 
considered  this  matter  and  in  Report  So.  2300  approved  H.R.  13455 
as  amended.  This  bill,  introduced  by  Congressman  George  M.  Rhodes, 
would  have  amended  the  definition  of  the  term  "physician"  in  title 
XVIII  of  the  Social  Security  Act  to  include  a  doctor  of  podiatry  and 
cover  the  services  of  such  doctors  under  the  medicare  program. 

H.R.  13455  would  have  also  excluded  routine  foot  care  as  a  benefit, 
whether  provided  by  a  podiatrist  or  medical  doctor.  This  exclusion 
was  also  recommended  by  President  Johnson  in  his  recent  message. 

Our  study  of  your  committee's  report  approved  last  session  clearly 
indicates,  Mr.  Chairman,  that  it  was  planned  to  add  podiatrists'  serv- 
ices to  the  program  in  the  same  manner  as  other  health  service 
disciplines. 

The  report  recognized  this  in  stating  that  the  bill  would,  in  effect, 
provide  that  doctors  of  podiatry  be  treated  under  the  law  in  the 
same  manner  as  medical  doctors.  The  report  also  recommended  that 
podiatrists'  services  be  excluded  from  coverage  under  the  hospital 
insurance  program,  part  A,  and  covered  under  the  supplementary 
medical  insurance  program,  part  B.  This  concept  is  consistent  with 
private  health  insurance  plans. 

In  other  words,  your  committee  recommended  that  subscribers  to 
the  supplementary  medical  insurance  program  could  select  a  podiatrist 
to  provide  services  covered  by  the  plan. 

Prior  to  the  enactment  of  Public  Law  89-97,  subscribers  to  private 
health  insurance  contracts,  including  those  for  persons  over  65,  could 
select  a  podiatrist  to  perform  a  covered  medical  or  surgical  service 
on  the  foot.  Public  Law  89-97  created  an  inequity  for  the  insured 
by  not  including  the  services  of  podiatrists.  Your  committee's  rec- 
ommendations for  amendments  to  the  Medic- Act  would  correct 
this  inequity. 

In  sharp  contrast,  section  127  of  H.R.  5710  does  not  provide  a  clear 
understanding  of  the  manner  in  which  podiatrists  would  participate 
in  the  program.  These  amendments  do  not  appear  to  fulfill  the  intent 
of  your  committee's  report,  Report  No.  2300,  and  could  cause  many 
administrative  problems. 

These  amendments  also  raise  the  question  as  to  whether  or  not  sub- 
scribers would  have  to  obtain  certification,  that  the  services  of  podia- 
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trists  were  medically  required,  from  such  persons  as  are  designated  as 
a  "physician"  under  the  provisions  of  the  act. 

Similarly,  the  present  proposal  implies  that  podiatrists  would  not 
be  able  to  independently  order  supplies  and  services  required  as  part 
of  their  treatment.  These  concepts  are  not  consistent  with  any  private 
health  insurance  plan  and  could  result  in  additional  costs.  The  pro- 
posal now  before  your  committee,  Mr.  Chairman,  also  is  not  in  keeping 
with  the  health  insurance  plans  for  Federal  employees  which  include 
the  podiatrist  in  the  definition  of  "physician." 

A  podiatrist,  by  legislative  enactment  in  all  jurisdictions,  is  licensed 
to  examine,  diagnose,  and  treat  the  foot  medically  and  surgically.  He, 
therefore,  has  been  accorded  the  legal  right  to  the  exercise  of  independ- 
ent professional  judgment.  There  is  a  serious  question  as  to  whether 
the  provisions  of  section  127  of  H.K.  5710  embody  this  concept. 

SUMMARY 

There  are  only  four  classes  of  doctors  licensed  to  treat  by  medical 
and  surgical  means — the  medical  doctor,  osteopath,  dentist,  and  podia- 
trist. The  definition  of  "physician"  in  Public  Law  89-97  includes  all 
of  these  except  the  podiatrist.  We  respectfully  urge  that  consideration 
be  given  to  amending  this  definition  to  include  the  podiatrist. 

This  action  would  be  in  compliance  with  the  present  law  which 
guarantees  a  free  choice  of  health  services  by  the  patients  and  prohibits 
Federal  interference.  This  action  would  also  be  consistent  with  other 
health  insurance  plans  and  would  provide  for  the  participation  of  po- 
diatrists in  the  medicare  program  in  keeping  with  the  recommenda- 
tions made  by  your  committee. 

In  conclusion,  Mr.  Chairman,  I  would  like  to  stress  several  points 
which  are  of  concern  to  this  committee. 

First,  including  podiatrists'  services  would  help  relieve  the  health 
manpower  shortage.  Second,  this  would  also  provide  for  a  free  choice 
of  services  by  patients. 

Finally,  there  would  be  no  added  costs  to  the  program  by  including 
podiatrists'  services.  This  view  was  expressed  by  the  Health  Insur- 
ance Association  of  America  in  its  statement  to  this  committee  on 
March  10. 

Section  127  would  include  nonroutine  foot  treatment,  whether  provided  by  a 
physician  (as  at  present)  or  by  a  qualified  podiatrist.  Such  treatment  by  podia- 
trists would  justifiably  be  limited  to  services  of  a  type  covered  if  performed  by  a 
physician.  The  cost  of  such  an  extension  of  the  program  should  not  require  an 
increase  in  the  SMI  premium.   We  would  not  oppose  this  extension. 

Mr.  Chairman,  we  appreciate  the  opportunity  of  presenting  this 
statement  on  H.R.  5?10  and  will  be  pleased  to  answer  any  questions 
you  or  the  members  of  the  committee  may  have. 

(The  report  referred  to  follows :) 

[H.  Kept.  2300,  89th  Cong.,  2d  sess.] 

Payment  for  Podiatrists'  Services  Under  Supplementary  Medical  Insurance 

Program 

The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill  (H.R. 
13455)  to  amend  title  XVIII  of  the  Social  Security  Act  to  provide  payment  for 
podiatrists'  services  under  the  program  of  supplementary  medical  insurance 


75-833  O— 67— pt.  2  47 


1140  SOCIAL  SECURITY  AMENDMENTS  OF  1967 


benefits  for  the  aged,  having  considered  the  same,  report  favorably  thereon  with 
an  amendment  and  recommend  that  the  bill  as  amended  do  pass. 
The  amendment  is  as  follows : 

Strike  out  all  after  the  enacting  clause  and  insert  the  following: 
"That  (a)  section  1861  (r)  of  the  Social  Security  Act  is  amended  by  inserting 
before  the  period  at  the  end  thereof  the  following:  ",  or  (3)  a  doctor  of  podiatry 
or  surgical  chiropody,  but  (unless  clause  (1)  of  this  subsection  also  applies  to 
him )  only  with  respect  to  functions  which  he  is  legally  authorized  to  perform  as 
such  by  the  State  in  which  he  performs  them". 

"(b)  Section  1862(a)  of  such  Act  is  amended — 

"  ( 1 )  by  striking  out  'or'  at  the  end  of  paragraph  ( 11 )  ; 
"(2)  by  striking  out  the  period  at  the  end  of  paragraph  (12)  and  inserting 
in  lieu  thereof  ' ;  or' ;  and 

"(3)  by  adding  after  paragraph  (12)  the  following  new  paragraph: 
"'(13)  where  such  expenses  are  for  routine  foot  care,  including  the  re- 
moval of  corns  or  calluses  and  the  trimming  of  nails.' 

"Sec.  2.  The  amendments  made  by  the  first  section  of  this  Act  shall  apply 
with  respect  to  services  furnished  after  December  31,  1966." 

Your  committee's  bill  would  amend  the  definition  of  the  term  "physician"  in 
title  XVIII  of  the  Social  Security  Act  to  include  a  doctor  of  podiatry  or  surgical 
chiropody  and  thereby  cover  the  services  of  such  doctors  under  the  medicare 
program.  Doctors  of  podiatry  or  surgical  chiropody  are  respected  members  of 
the  health  service  team,  and  often  perform  their  services  in  cooperation  with 
medical  doctors.  Your  committee's  bill  would,  in  effect,  provide  that  doctors  of 
podiatry  and  surgical  chiropody  be  treated  under  the  law  in  the  same  manner  as 
medical  doctors.  Thus  their  services  would  be  excluded  from  coverage  under  the 
hospital  insurance  program  (part  A)  and  covered  under  the  supplementary  medi- 
cal insurance  program  (part  B) . 

In  line  with  the  exclusion  under  present  law  of  such  services  as  routine  physical 
checkups,  most  dental  services,  eye  examinations  for  the  purpose  of  prescribing, 
fitting,  or  changing  eyeglasses,  examinations  for  hearing  aids,  immunizations,  etc., 
your  committee's  bill  would  exclude  routine  foot  care  such  as  treatment  of  corns 
or  calluses  and  the  trimming  of  nails.  The  exclusion  of  routine  foot  care  would 
be  consistent  also  with  the  practice  of  private  insurance  of  excluding  routine  foot 
care  when  covering  podiatrists'  services. 

The  exclusion  of  routine  foot  care  would  apply  generally  to  such  care,  includ- 
ing any  routine  foot  care  that  might  be  provided  by  a  medical  doctor,  but  as  a 
matter  of  fact  medical  doctors  almost  never  provide  such  care.  Thus  the  ex- 
clusion of  routine  foot  care  would  not  in  fact  be  a  deliberalization  from  present 
law  in  this  respect. 

The  provisions  of  the  bill  would  be  effective  for  services  furnished  after 
December  31, 1966. 

Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House  of  Repre- 
sentatives, changes  in  existing  law  made  by  the  bill,  as  reported,  are  shown  as 
follows  (existing  law  proposed  to  be  omitted  is  enclosed  in  black  brackets,  new 
matter  is  printed  in  italic,  existing  law  in  which  no  change  is  proposed  is  shown 
in  roman )  : 

Sections  1861  (r)  and  1862  (a)  of  the  Social  Security  Act 
definitions  of  services,  institutions,  etc. 
Sec.  1861.  For  purposes  of  this  title — 

He  *****  * 

Physician 

(r)  The  term  "physician",  when  used  in  connection  with  the  performance  of 
any  function  or  action,  means  (1)  a  doctor  of  medicine  or  osteopathy  legally 
authorized  to  practice  medicine  and  surgery  by  the  State  in  which  he  performs 
such  function  or  action  (including  a  physician  within  the  meaning  of  section 
1101(a)  (7)),  or  (2)  a  doctor  of  dentistry  or  of  dental  or  oral  surgery  who  is 
legally  authorized  to  practice  dentistry  by  the  State  in  which  he  performs  such 
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function  but  only  with  respect  to  (A)  surgery  related  to  the  jaw  or  any  structure 
contiguous  to  the  jaw  or  (B)  the  reduction  of  any  fracture  of  the  jaw  or  any 
facial  bone,  or  (3)  a  doctor  of  podiatry  or  surgical  chiropody,  out  (unless  clause 
(1)  of  this  subsection  also  applies  to  him)  only  with  respect  to  functions  which 
he  is  legally  authorized  to  perform  as  such  Jyy  the  State  in  which  he  performs 
them. 

******* 

EXCLUSIONS  FROM  COVERAGE 

Sec  1862.  (a)  Notwithstanding  any  other  provision  of  this  title,  no  payment 
may  be  made  under  part  A  or  part  B  for  any  expenses  incurred  for  items  or 
services — 

(1)  which  are  not  reasonable  and  necessary  for  the  diagnosis  or  treat- 
ment of  illness  or  injury  or  to  improve  the  functioning  of  a  malformed  body 
member ; 

(2)  for  which  the  individual  furnished  such  items  or  services  has  no  legal 
obligation  to  pay,  and  which  no  other  person  (by  reason  of  such  individual's 
membership  in  a  prepayment  plan  or  otherwise)  has  a  legal  obligation  to 
provide  or  pay  for  ; 

(3)  which  are  paid  for  directly  or  indirectly  by  a  governmental  entity 
(other  than  under  this  Act  and  other  than  under  a  health  benefits  or  insur- 
ance plan  established  for  employees  of  such  an  entity),  except  in  such  cases 
as  the  Secretary  may  specify  ; 

(4)  which  are  not  provided  within  the  United  States  (except  for  emer- 
gency inpatient  hospital  services  furnished  outside  the  United  States  under 
the  conditions  described  in  section  1814(f) )  ; 

(5)  which  are  required  as  a  result  of  war,  or  off  an  act  of  war,  occurring 
after  the  effective  date  of  such  individual's  current  coverage  under  such 
part ; 

(6)  which  constitute  personal  comfort  items ; 

(7)  where  such  expenses  are  for  routine  physical  checkups,  eyeglasses, 
or  eye  examinations  for  the  purpose  of  prescribing,  fitting,  or  changing 
eyeglasses,  hearing  aids  or  examination  therefor,  or  immunizations; 

(8)  where  such  expenses  are  for  orthopedic  shoes  or  other  supportive  de- 
vices for  the  feet ; 

(9)  where  such  expenses  are  for  custodial  care ; 

(10)  where  such  expenses  are  for  cosmetic  surgery  or  are  incurred  in  con- 
nection therewith,  except  as  required  for  the  prompt  repair  of  accidental 
injury  or  for  improvement  of  the  functioning  of  a  malformed  body  member ; 

(11)  where  such  expenses  constitute  charges  imposed  by  immediate  rela- 
tives of  such  individual  or  members  of  his  household ;  [or] 

(12)  where  such  expenses  are  for  services  in  connection  with  the  care, 
treatment,  filling,  removal,  or  replacement  of  teeth  or  structures  directly 
supporting  teeth[.];  or 

(13)  where  such  expenses  are  for  routine  foot  care,  including  the  removal 
of  corns  or  calluses  and  the  trimming  of  nails. 

The  Chairman.  Dr.  Mowbray,  we  appreciate  very  much  your  bring- 
ing to  us  the  position  of  your  very  fine  association.  We  appreciate 
also  your  bringing  to  the  witness  table  those  you  have  with  you,  par- 
ticularly Dr.  Ed  Barron  of  Little  Rock,  a  longtime  friend  of  mine, 
who  preceded  you  I  understand  as  president  of  the  national  associa- 
tion.   Is  that  right  ? 

Dr.  Barron.  Right. 

The  Chairman.  Did  he  immediately  precede  you  ? 
Dr.  Mowbray.  Yes ;  this  is  correct.    I'm  sorry. 

The  Chairman.  We  had  hoped  to  be  able  to  correct  this  matter  while 
he  was  president.    Maybe  we  can  do  it  while  you  are  president. 
Dr.  Mowbray.  Thank  you. 

The  Chairman.  You  do  prefer  the  language  of  the  bill  that  we  re- 
ported from  the  committee  last  year  to  the  language  which  is  in  H.R. 
5710,  is  that  correct  ? 
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Dr.  Mowbray.  This  is  correct,  sir. 

The  Chairman.  You  did  point  out  the  change  in  the  bill  that  we 
reported  last  year. 

Dr.  Mowbray.  That  is  right. 
Dr.  Barron.  Yes,  sir. 

The  Chairman.  Any  questions  of  these  very  fine  people  ? 

If  not,  we  thank  you  gentlemen. 

Dr.  Mowbray.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Dr.  Gardner.  Dr.  Gardner,  if  you  will  identify 
yourself  for  our  record  by  giving  us  your  name,  address,  and  capacity 
in  which  you  appear  we  will  appreciate  it. 

STATEMENT  OP  DR.  LYTT  I.  GARDNER,  NATIONAL  CHAIRMAN, 

PHYSICIANS  PORUM 

Dr.  Gardner.  Thank  you.  Mr.  Chairman  and  members  of  the  com- 
mittee, I  am  Dr.  Lytt  I.  Gardner,  national  chairman  of  the  Physicians 
Forum  and  professor  of  pediatrics  at  the  State  University  of  New 
York,  Upstate  Medical  Center  in  Syracuse. 

I  would  like  to  present  to  you  a  summary  of  my  full  statement, 
hoping  that  the  full  statement  will  be  included  in  the  record. 

Our  organization  since  1939  has  tried  to  bring  objective  considera- 
tions to  the  problems  of  the  extension  of  medical  care  to  create,  if  you 
will,  a  dialectic  in  the  Hegelian  sense  in  the  discussion  of  the  problems 
of  medical  care.  We  welcome  the  opportunity  to  comment  on  provi- 
sions of  H.R.  5710  and  other  matters,  such  as  section  101,  the  increase 
in  benefits  for  the  old-age  survivors  and  disability  insurance. 

We  as  an  organization  feel  that  good  health  among  the  aged,  as 
among  other  groups,  requires  adequate  financial  resources  to  permit 
the  individual  to  have  the  other  attributes  required  for  existence,  so 
that  good  health  naturally  proceeds  from  there. 

We  favor  the  health  insurance  for  the  disabled,  section  125,  a  small 
group  statistically,  but  very  high  risk  medically.  We  also  favor 
section  127,  the  podiatrists'  services,  feeling  that  if  the  old  people 
are  able  to  ambulate  they  may  very  likely  be  able  to  keep  out  of  bed, 
which  we  all  realize  has  some  hazards  both  in  young  age  and  old  age. 

Section  130,  hospital  outpatient  and  inpatient  benefits.  We  favor 
the  proposed  new  part  C  for  title  XVIII  which  provides  more  adequate 
inpatient  benefits  and  we  favor  particularly  the  notion  that  those 
eligible  for  part  A  benefits  would  be  entirely  covered  for  inpatient 
diagnostic  X-ray  and  laboratory  procedures.  We  note  that  Senators 
Aiken,  Mansfield,  and  Prouty  have  introduced  Senate  bill  110  which 
would  further  extend  this  concept  to  include  not  only  radiologists  and 
pathologists,  but  also  physiatrists — these  are  specialists  in  physical 
medicine  and  rehabilitation  and  are  not  to  be  confused  with  psychia- 
trists— and  the  anesthetists  as  well. 

The  development  of  the  new  heart  diseases,  cancer  and  stroke  re- 
gional programs  is  going  to  have  a  very  great  impact  on  medicine  in 
this  country,  and  it  very  likely  will  increase  the  total  number  of  hos- 
pital-based specialists.  We  feel  it  is  difficult  to  justify  why  the  hos- 
pital-based anesthetist,  internist,  surgeon,  otolaryngologist,  and  so 
forth  should  not  be  placed  in  the  same  category  that  the  new  part  C 
would  place  the  radiologist  and  the  pathologist. 


SOCIAL  SECURITY  AMENDMENTS  OF  196-7 


1143 


This  leads  us  to  a  general  consideration  of  the  pitfalls  of  the  laissez- 
faire  f ee-f or-service  concept.  We  feel  that  the  notion  of  a  nationwide 
fee  schedule,  which  is  gaining  some  cognizance  in  this  country,  using 
the  local  prevailing  fees  as  a  mode  of  determination  of  what  is  a 
proper  fee,  has  some  serious  drawbacks  in  the  future  for  us.  In  such 
a  seller's  market  the  only  direction  for  fees  is  up.  This  is  a  serious 
problem  in  costing  future  medical  services  in  the  United  States. 

Secretary  John  Gardner  of  HEW  has  recently  been  quoted  by  the 
New  York  Times  to  have  found  that  physicians'  fees  have  gone  up 
7.8  percent  in  1966,  the  greatest  annual  increase  in  40  years,  and  this 
he  reportedly  attributed  to  two  factors :  that  the  number  of  physicians 
has  not  kept  pace  with  the  increased  demand  for  their  services,  which 
"helped  push  up  the  price"  and  also  evidence  that  medicare  was  not 
a  "major  factor"  in  the  rise  in  doctor  fees. 

He  made  several  recommendations  which  we  approve  heartily, 
especially  those  regarding  the  encouragement  of  group  practice,  espe- 
cially prepaid  practice,  and  to  make  more  efficient  use  of  equipment, 
personnel,  and  consultation.  Another  two  of  his  proposals  we  con- 
cur with  heartily :  the  use  of  Federal  funds  to  train  physicians'  assist- 
ants, and  to  encourage  doctors  to  use  assistants  for  more  kinds  of 
work  which  would,  we  hope,  multiply  the  usefulness  of  the  physician. 
We  also  favor  the  plan  to  create  a  national  center  for  health  services 
research  to  help  develop  community  health  care  systems. 

Quality  control  of  institutional  and  professional  services  is  a  prob- 
lem, and  one  that  will  increase  as  the  use  of  public  funds  for  health 
care  increases  in  this  country.  The  fee- f or-service  concept  makes  it 
very  difficult  to  achieve  overall  quality  and  cost  control  in  our  present 
institutions.  We  recommend  that  the  administration  of  HEW  direct 
the  Health  Insurance  Benefits  Advisory  Council  to  set  up  a  careful 
evaluation  of  the  question  of  the  issues  of  institutional  and  profes- 
sional quality  in  the  entire  medicare  program,  including  determination 
of  whether  the  present  almost  total  reliance  on  the  Joint  Commission 
on  Accreditation  of  Hospitals  is  indeed  in  the  best  interests  of  the 
public. 

We  recommend  that  the  following  portions  of  section  1861  (e)  (8)  of 
the  Social  Security  Amendments  of  1965  relating  to  requirements  for 
hospital  standards  be  deleted:  "*  *  *  except  that  such  other  require- 
ments may  not  be  higher  than  the  comparable  requirements  prescribed 
for  the  accreditation  of  hospitals  by  the  Joint  Commission  on  Accredi- 
tation of  Hospitals  *  *  *." 

We  emphasize  that  the  requirements  of  the  joint  commission  are 
minimal  ones,  and  there  should  be  no  prohibition  of  more  adequate 
Federal  standards. 

The  providers  of  service,  both  institutional  and  professional,  have 
to  finance  the  J oint  Commission  on  Accreditation  of  Hospitals,  which 
in  turn  exercises  quality  control  on  the  providers  of  services.  This 
could  be  interpreted  as  a  situation  involving  conflict  of  interest.  Per- 
haps the  staff  of  the  joint  commission  could  be  supplemented  by  staff 
from  HEW  to  form  a  "Joint- Joint"  Commission  which  would  be  less 
susceptible  to  the  conflict-of-interest  criticism. 

Furthermore,  on  the  problem  of  the  quality  standards  for  physi- 
cians under  title  XVIII,  part  B,  the  only  standard  so  far  is  licensure, 
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and  with  the  ever-increasing  complexity  of  modern  medicine  in  the 
field  of  nuclear  biology,  radiotherapy,  surgery  of  the  heart  and  great 
vessels,  and  so  forth,  it  is  obvious,  I  think,  to  all  of  us  that  a  medical 
license  alone  is  not  sufficient  evidence  of  adequate  training  to  cope 
with  all  these  specialized  fields. 

Elimination  of  deductibles.  We  favor  the  elimination  of  deducti- 
bles in  title  XVIII,  part  A,  and  part  B,  and  prohibition  of  deductibles 
in  programs  set  up  by  the  States  in  title  XIX.  With  the  social  security 
minimum  benefit  of  $44  a  month,  a  $50  deductible  payment  looms 
quite  large,  so  that  this  not  only  delays  treatment,  but  introduces 
excessive  complications  for  the  patient,  especially  regarding  reim- 
bursement procedures. 

Coverage  of  prescription  costs.  We  realize  this  is  a  serious  problem 
and  a  very  complicated  one.  Some  older  people  have  to  choose  between 
drugs  and  food.  There  are  many  older  people  who  have  maintained  a 
sort  of  internal  balance  with  certain  drugs.  They  don't  have  to  go  to 
the  hospital,  but  they  do  need  the  drugs  and  they  may  have  consider- 
able difficulty  in  paying  for  these  drugs.  We  suggest  that  a  reasonable 
initial  step  would  be  to  start  a  program  on  a  limited  basis  for  the  few 
important  drugs  such  as  insulin,  digitalis,  and  so  forth  for  providing 
drugs  to  the  elderly  in  order  that  experience  can  be  gained  in  this  par- 
ticularly difficult  problem. 

Section  220,  Title  II:  Limitation  on  Federal  Participation  in 
Medical  Assistance.  We  believe  it  is  rather  premature  to  place  re- 
strictions on  the  State  programs  under  title  XIX  until  they  have  got 
going.  On  the  other  hand,  we  don't  have  illusions  about  this  type 
of  program.  We  realize  that  this  is  welfare  medicine  with  a  means 
test,  and  has  this  disadvantage  for  the  overall  future  of  the  develop- 
ment of  medical  care  programs  in  this  country. 

As  one  hospital  administrator  mentioned  to  me  the  other  day,  "If 
they  don't  have  coverage  under  part  B  of  XVIII  or  can't  otherwise 
pay  their  bill,  then  we  turn  them  over  to  medicaid  or  welfare,"  so 
that  "medicaid-or-welfare"  has  developed  a  similar  bracketing  and 
connotation,  at  least  in  New  York  State. 

We  particularly  feel  that  section  225,  the  setting  up  of  an  advisory 
council,  is  worth  consideration  by  the  Congress,  and  we  look  with 
favor  on  the  provisions  that  a  majority  of  the  membership  of  the 
council  would  consist  of  representatives  of  consumers. 

Title  III :  Improvement  of  Child  Health.  That,  of  course,  is  very 
close  to  my  heart  as  a  pediatrician.  I  see  every  day  in  my  practice 
the  results  of  congenital  abnormalities  in  children,  with  tragic  results 
if  they  aren't  corrected  early.  Considering  that  we  in  the  United 
States  are  in  11th  place  in  world  figures  for  infant  mortality,  it  is  really 
high  time  that  we  get  on  with  the  job  of  providing  the  basic  coverage 
for  physical  handicaps  in  children  throughout  the  country,  especially 
children  in  disadvantaged  areas.  Title  III  would  do  a  little  to  help 
in  this.  The  relatively  modest  expenditure  of  money  would  be  re- 
couped over  and  over  again  in  terms  of  better  health  and  effectiveness 
of  the  children  and  mothers  reached  by  these  measures. 

In  conclusion,  then,  the  Physicians  Forum  would  not  like  to  see 
the  social  security  legislation  of  1965  with  its  succeeding  amendments 
perpetuate  a  pattern  of  welfare  medicine.    The  efforts  of  Secretary 
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Gardner  and  the  Department  of  HEW  to  explore  new  and  efficient 
methods  of  health  care,  and  to  encourage  group  practice  on  a  prepaid 
premium  basis  meet  with  our  enthusiastic  approval.  These  and  other 
programs  of  health  care,  such  as  national  compulsory  health  insurance 
or  a  nationalized  health  service,  must  be  thoroughly  explored  if  we 
are  to  meet  the  challenges  of  the  21st  century. 

In  this  great  country  we  must,  to  paraphrase  Lincoln,  disenthrall 
ourselves  of  the  dogmas  of  the  past.  We  must  cast  off  the  chains  that 
bind  us  to  the  17th  century  "Poor  Law,"  and  divide  our  people  into 
haves  and  have  nots,  into  private  medical  care,  and  welfare  medical 
care.  We  must  act  anew,  and  we  must  think  anew.  We  must  say,  as 
did  Tennyson's  Ulysses : 

Come  my  friends, 

"Tis  not  too  late  to  seek  a  newer  world. 
Push  off,  and  sitting  well  in  order  smite 
The  sounding  furrows ;  for  my  purpose  holds 
To  sail  beyond  the  sunset.  *  *  * 

Thank  you. 

(The  statement  referred  to  follows :) 

Statement  of  Lytt  I.  Gardner,  M.D.,  National  Chairman, 
The  Physicians  Forum 

summary 

(1 )  Title  I,  Sect.  101,  Increase  in  OASDI  Benefits 

Supported;  reasons  given  as  related  to  general  support  required  for  good 
health. 

(2)  Title  I,  Sect.  125,  Health  Insurance  for  the  Disabled 
Supported ;  medically  high-risk  group  in  great  need. 

(3)  Title  I,  Sect.  127,  Podiatrists'  Services 
Supported ;  benefits  to  elderly  described. 

(4)  Title  I,  Sect.  ISO,  Hospital  Outpatient  and  Inpatient  Benefits 

New  part  C,  Title  XVIII  supported.  Importance  of  total  coverage  in  part  A, 
Title  XVIII  for  x-ray  and  laboratory  specialists'  services.  Problem  of  fees  from 
specialists  not  covered  by  Title  XVIII  is  discussed. 

(5)  Pitfalls  of  Laissez-faire  Fee-for-service  Concept 

In  sellers'  market  doctors  fees  trend  rapidly  upward.  New  recommendations 
of  Secy.  Gardner  of  H.E.W.  regarding  rising  medical  costs  are  detailed  and  com- 
mented on. 

(6)  Quality  Control  of  Institutional  and  Professional  Services. 

Question  is  raised  as  to  whether  H.E.W.  should  rely  totally  on  Joint  Com- 
mission on  Accreditation  of  Hospitals,  since  Joint  Commission  may  have  some 
conflict  of  interest.  Recommendation  to  improve  institutional  quality  control 
is  made.  Lack  of  quality  standards  for  physician-specialists  under  Title  XVIII 
is  scored. 

(7)  Elimination  of  Deductibles  in  Titles  XV I II  und  XIX. 
This  is  strongly  favored. 

(8)  Coverage  of  Drug  Costs  in  Titles  XVIII  and  XIX 
A  limited  pilot  program  favored. 

(9)  Title  II,  Sect.  220,  Limitation  on  Federal  Participation  in  XIX 
Restrictions  believed  to  be  premature.  Title  XIX  discussed  at  length. 

(10)  Title  II,  Sect.  Advisory  Council  re.  Medical  Assistance 
Supported. 
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(11 )  Title  III,  Sections  301-303,  Child  and  Maternal  Health 
Enthusiastically  supported. 

(12)  Principles  of  Good  Medical  Care 

Physicians  Forum  is  concerned  that  Medicare  is  perpetuating  welfare  medi- 
cine. To  meet  challenges  of  21st  century  medical  care  techniques  that  will  pre- 
serve dignity  of  the  individual  are  absolutely  essential :  new  patterns  such  as 
group  practice  on  prepaid  premium  or  capitation  basis,  national  compulsory 
health  insurance  or  a  nationalized  health  service  must  be  explored. 

Statement 

Chairman  Mills  and  members  of  the  committee,  the  statement  I  wish  to  make 
is  in  my  role  as  National  Chairman  of  the  Physicians  Forum,  a  national  organiza- 
tion of  physicians  established  in  1939  to  provide  a  forum  for  the  discussion  of 
improved  methods  of  extending  medical  care.  To  quote  the  constitution  of  the 
Physicians  Forum  adopted  in  1947 :  "Methods  for  the  prevention  of  disease  and 
for  the  distribution  of  high  quality  medical  care  have  not  kept  pace  with  the 
advance  of  medicine  and  the  social  and  economic  changes  that  have  taken  place. 
Physicians  and  laymen  must  cooperate  to  bring  the  benefits  of  modern  medicine 
to  all  people." 

My  background  is  as  a  medical  teacher,  investigator  and  practitioner,  devoting 
myself  especially  to  genetic  and  biochemical  abnormalities  of  children.  I  have 
been  on  the  medical  school  faculties  of  the  University  of  North  Carolina,  Johns 
Hopkins,  Tale  and  now  am  Professor  of  Pediatrics  at  the  State  University  of 
New  York,  Upstate  Medical  Center  in  Syracuse,  N.Y.  In  1962-63  I  was  presi- 
dent of  the  Society  for  Pediatric  Research,  and  am  on  the  Board  of  Directors 
of  the  Scientists'  Institute  for  Public  Information,  the  Advisory  Board  of  the 
Medical  Letter  and  the  Editorial  Board  of  the  Journal  of  Clinical  Endocrinology 
and  Metabolism.  In  1961  I  was  a  recipient  of  the  E.  Mead  Johnson  Award  for 
Pediatric  Research  of  the  American  Academy  of  Pediatrics.  Past  duties  have 
included  membership  on  the  Training  Committee  of  the  National  Institute  of 
Child  Health  and  Human  Development  and  on  the  Editorial  Board  of  the  Journal 
Pediatrics. 

The  Physicians  Forum  welcomes  the  opportunity  to  comment  on  the  President's 
proposals  for  revisions  in  the  Social  Security  system  as  outlined  in  H.R.  5710 
and  on  other  related  matters. 

TITLE  I,  SECT.   101,  INCREASE  IN  OASDI  BENEFITS 

We  favor  the  proposed  increase  in  benefits  for  the  old-age,  survivors,  and  dis- 
ability insurance.  The  increase  in  the  maximum  amount  of  earning  counted 
for  tax  purposes  will  also  make  for  more  equitable  taxation,  since  the  present 
palttern  of  taxation  tends  to  call  upon  a  disproportionate  percentage  of  the  lower 
wage  earner's  income  for  this  tax  as  compared  with  the  middle  and  upper  income 
groups. 

The  Physicians  Forum  supports  these  improvements  because  we  recognize 
that  good  health,  among  the  aged,  as  among  all  other  groups,  requires  adequate 
financial  resources  to  allow  the  individual  to  secure  sufficient  food,  clothing. 
sheEer  and  recreation. 

TITLE  I,  SECT.   125,  HEALTH  INSURANCE  FOR  THE  DISABLED 

An  important  group  to  be  covered  under  the  Health  Insurance  Benefits  Pro- 
gram are  the  social  security  disability  beneficiaries  under  age  65,  (sect.  125)  a 
statistically  small  but  medically  high-risk  group  who  have  great  need  of  these 
services. 

TITLE  I,  SECT.   127,  PODIATRISTS'  SERVICES 

We  believe  that  much  disability  in  older  people  could  be  prevented  if  the  pro- 
visions of  H.R.  5710  relating  to  podiatrists'  services  were  enacted.  As  long  as 
an  older  person  is  able  to  walk  comfortably  and  go  about  his  or  her  business  on 
foot,  there  is  far  less  opportunity  for  the  development  of  the  circulatory  disturb- 
ances associated  with  excessive  chair  and  bed  existence. 
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TITLE  I,  SECT.   130,  HOSPITAL  OUTPATIENT  AND  INPATIENT  BENEFITS 

We  are  in  favor  of  the  proposed  new  part  C  for  title  XVIII  which  provides 
more  adequate  inpatient  benefits  for  those  eligible  for  part  A  benefits.  This 
will  eliminate  some  of  the  excessive  complexities  of  the  present  law  which  re- 
quires that  the  physician  component  of  x-ray  and  laboratory  services  be  sep- 
arated for  purposes  of  payment,  and  will  provide  that  those  eligible  for  part 
A  benefits  will  be  entirely  covered  for  inpatient  diagnostic  x-ray  and  laboratory 
procedures.  In  this  regard  the  new  part  C  is  a  much  more  realistic  beginning 
for  providing  specialized  physician  services  to  inpatients.  It  should  be  pointed 
out,  however,  that  this  coverage  is  still  very  incomplete,  since  the  specialized 
services  of  x-ray  and  laboratory  physicians  are  only  two  items  in  the  list  of 
services  from  specialized,  hospital-based  physicians  found  in  many  of  our  medical 
centers. 

The  recent  proposed  title  XVIII  amendment  of  Senators  Aiken,  Mansfield  and 
Prouty  (S.  110)  would  include  not  only  the  radiologists  and  pathologists  (labora- 
tory specialists),  but  also  the  physiatrists  (specialists  in  physical  medicine  and 
rehabilitation)  and  the  anesthetists.  It  should  also  be  recognized  that  the  de- 
velopment of  the  Heart  Disease,  Cancer  and  Stroke  Regional  programs  will 
further  increase  the  proportionate  number  of  hospital-center  based  specialists 
of  all  kinds.  It  is  difficult  to  justify  why  the  hospital-based  anesthetists,  intern- 
ist, surgeon,  otolaryngologist,  etc.  should  not  be  placed  in  the  same  category  that 
the  new  part  C  places  the  radiologist  and  the  pathologist. 

PITFALLS  OF  LAISSEZ-FAIRE  FEE-FOB- SERVICE  CONCEPT 

If  we  continue  in  the  traditional  fee-for-service  approach  for  these  other 
physicians  we  further  imbed  ourselves  in  a  financial  morass  from  which  there  is 
no  escape.  The  fee  schedule  proposed  by  Senators  Aiken,  Mansfield  and  Prouty 
(S.  110),  represents  a  well-motivated,  but  basically  ineffective  attempt  to  solve 
the  problem  of  rising  costs  of  professional  services.  This  nationwide  fee  sched- 
ule would  vary  with  locality,  depending  upon  the  prevailing  fees  charged  outside 
the  Social  Security  plan.  In  such  a  seller's  market  the  only  direction  for  fees  is 
up.  We  believe  that  no  fee  schedule  approach  will  solve  the  problem  of  rising 
costs.  Mr.  John  W.  Gardner,  Secretary  of  the  Department  of  Health,  Educa- 
tion, and  Welfare,  was  reported  in  the  March  1,  1967  New  York  Times  to  have 
found  that  physicians'  fees  had  gone  up  7.8  per  cent  in  1966,  the  greatest  annual 
increase  in  40  years,  and  more  than  double  the  usual  yearly  increase.  He  at- 
tributed this  to  two  factors,  according  to  the  news  story, :  that  the  number  of 
physicians  has  not  kept  pace  with  the  increased  demands  for  their  services, 
which  "helped  push  up  the  price" ;  and  also  the  evidence  that  Medicare  was 
not  a  "major  factor"  in  the  rise  in  doctor's  fees.  Secretary  Gardner's  main 
recommendations  are  quoted  below  : 

1.  A  study,  to  be  undertaken  shortly  by  the  Department  of  Health,  Edu- 
cation, and  Welfare  to  see  if  generic  drugs — those  sold  by  their  chemical 
name  instead  of  by  brand — are  as  effective  as  brand-name  products. 

2.  Making  drugs  safer  and  cheaper  by  having  the  Food  and  Drug  Ad 
ministration  provide  an  official  source  of  information  to  physicians  on  the 
efficacy  and  side  effects  of  new  drugs. 

3.  Encouraging  group  practice,  especially  prepaid  practice,  by  physicians 
to  make  more  efficient  use  of  equipment,  personnel  aud  consultation. 

4.  Broadening  private  and  public  health  insurance  plans  to  include  more 
alternative  types  of  medical  care.  This  would  be  achieved  partly  through 
model  state  laws  that  would  encourage  or  require  comprehensive  health 
insurance  coverage. 

5.  Reviewing  the  formulas  for  paying  hospitals  for  Medicare  and  Medic- 
aid to  encourage  greater  hospital  efficiency.  Mr.  Gardner  said  the  present 
Medicare  reimbursement  plan,  based  on  "reasonable  cost,"  tended  to  main- 
tain hospitals  that  were  inefficient  in  size,  plant  layout,  and  equipment. 

6.  Using  Federal  funds  to  train  physicians'  assistants  and  to  encourage 
doctors  to  use  assistants  for  more  kinds  of  work. 

7.  Creating  a  national  center  for  health  services  research  and  develop- 
ment in  the  Department  of  Health,  Education,  and  Welfare  to  develop 
community  health  care  systems. 
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QUALITY  CONTROL  OF  INSTITUTIONAL  AND  PROFESSIONAL  SERVICES 

When  services  are  provided  by  physicians  on  a  fee-for-service  basis,  working 
in  institutions,  overall  quality  and  cost  control  present  some  unusual  difficul- 
ties. We  recommend  that  the  administration  of  H.E.W.  direct  the  Health  In- 
surance Benefits  Advisory  Council  to  set  up  a  careful  evaluation  of  the  question 
of  the  issues  of  institutional  and  professional  quality  in  the  entire  Medicare 
program,  including  determination  of  whether  the  present  almost  total  reliance 
on  the  Joint  Commission  on  Accreditation  of  Hospitals  is  indeed  in  the  best 
interests  of  the  public.  It  is  recommended  that  the  following  portion  of  sect. 
1861(e)  (8)  of  The  Social  Security  Amendments  of  1965  relating  to  requirements 
for  hospital  standards  be  deleted:  ".  .  .  .  except  that  such  other  requirements 
may  not  be  higher  than  the  comparable  requirements  prescribed  for  the  ac- 
creditation of  hospitals  by  the  Joint  Commission  on  Accreditation  of  Hospitals 
.  .  .  ."  We  emphasize  that  the  requirements  of  the  Joint  Commission  are 
minimal  ones,  and  there  should  be  no  prohibition  of  more  adequate  Federal 
standards. 

It  must  be  recognized  that  the  providers  of  services  (both  institutional  and 
professional)  have  to  finance  the  Joint  Commission  on  Accreditation  of  Hos- 
pitals, which  in  turn  exercises  quality  control  on  the  providers  of  services. 
This  could  be  interpreted  as  a  situation  involving  conflict  of  interest,  especially 
since  the  hospital-based  medical  care  of  the  elderly  now  involves  such  heavy 
expenditures  of  public  funds  to  these  institutions  and  their  related  profes- 
sional staffs.  It  is  our  understanding  that  the  Joint  Commission  presently  is 
inadequately  staffed  to  inspect  properly  and  frequently  enough  the  large  num- 
bers of  hospitals  and  nursing  homes  now  receiving  Medicare  payments  in  the 
United  States.  I  think  it  a  proper  function  of  the  Federal  government  to  look 
into  this  situation  to  see  if  the  pubilc  interest  is  being  fully  protected.  Per- 
haps the  staff  of  the  Joint  Commission  could  be  supplemented  by  staff  from 
H.E.W.  to  form  a  "Joint-Joint"  Commission  which  would  be  less  susceptible 
to  the  conflict  of  interest  criticism. 

Furthermore,  is  it  in  the  best  interests  of  the  public  that  there  are  no  quality 
standards  for  physicians  under  title  XVIII  part  B  except  for  licensure?  (sect. 
1861,  (r)  of  the  Social  Security  Amendments  of  1965).  The  rapidly  advancing 
technologies  of  medicine  require  ever-more  specialized  training  to  master  the 
fields  of  nuclear  biology  and  radiotherapy,  surgery  of  the  heart  and  great  ves- 
sels, cardio-pulmonary  physiology,  organ  transplantation,  etc.  It  is  obvious 
to  all  that  a  medical  license  alone  is  not  a  sufficient  evidence  of  adequate  train- 
ing to  cope  with  these  or  other  specialized  fields. 

ELIMINATION  OF  DEDUCTIBLES  IN  TITLES  XVIII  AND  XIX 

Our  organization  strongly  favors  elimination  of  the  deductible  in  title  XVIII. 
parts  A  and  B,  and  prohibition  of  deductibles  in  programs  set  up  by  the  states 
under  title  XIX.  Some  patients  have  postponed  needed  care  in  hopes  that 
they  could  make  it  through  the  year  without  paying  the  deductible  sum.  For 
a  person  on  the  minimum  social  security  monthly  benefit  of  $44,  a  $50  deducti- 
ble payment  looms  quite  large.  This  can  only  have  adverse  effects  from  the 
public  health  standpoint,  in  that  the  identification  of  disease  in  the  elderly  is 
delayed  and  inhibited. 

Deductibles  in  the  outpatient  department  are  almost  impossible  from  the  ad- 
ministrative point-of-view,  and  are  very  costly  to  administer.  Both  the  out- 
patient and  the  inpatient  deductibles  discriminate  against  the  poorest.  They 
may  also  cause  delay  in  essential  hospitalization  or  outpatient  diagnostic  pro- 
cedures so  that  eventual  therapy  is  ineffective,  with  resultant  longer-term 
disability  and  overall  increased  medical  costs. 

Further,  the  deductible  clause  introduces  excessive  complications  for  the 
patient,  especially  regarding  reimbursement  procedures.  This  is  particularly 
true  if  the  patient  makes  the  mistake  of  crossing  a  state  line  in  seeking  medical 
care,  a  likely  possibility  in  our  mobile  society.  A  member  of  the  Physicians 
Forum  in  Philadelphia  sent  me  the  following  newspaper  story,  which  speaks  for 
itself  in  telling  the  frustrating  story  of  a  lady  in  Penns  Grove,  N.J.,  reprinted 
from  the  Philadelphia  (Pa.)  Bulletin: 
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"Frustrating  Road  Ahead  for  Patient  With  Doctors'  Bills  From  2  States 
"(By  David  M.  Cleary  of  The  Bulletin  Staff) 

"Question :  My  mother  has  Medicare  A  and  B,  and  by  the  time  she  entered  a 
hospital  in  December,  she  had  paid  $40  in  doctor  bills  since  July.  She  was  a 
clinic  patient  in  a  Philadelphia  hospital,  so  the  hospital's  doctors  took  care  of  her, 
except  for  two  consultants  who  were  called  in.  They  charged  $35.  Then  the 
family  doctor  came  to  see  her  twice  after  she  got  home,  charging  $14.  She  paid 
all  these  bills,  plus  the  $18  for  six  months  of  Part  B  coverage,  making  a  total  of 
$107,  which  is  hard  on  a  Social  Security  income  of  $70  a  month. 

"Couldn't  the  hospital  do  the  paperwork  for  the  two  doctors  it  called  in? 
And  how  can  my  mother  get  the  rest  of  the  money  back? 

"Mrs.  A.B.,  Penns  Grove,  N.J. 

"Answer :  Your  mother's  procedure  for  claiming  reimbursement  is  more  com- 
plex than  average,  because  she  dealt  with  doctors  in  both  Pennsylvania  and 
New  Jersey.  The  reimbursement  system  is  set  up  according  to  where  the  services 
were  rendered,  not  where  the  patient  lives. 

"First  of  all,  Medicare  Part  A  paid  the  hospital  for  the  services  of  its 
salaried  doctors,  so  you  don't  get  any  bills  from  them.  But  the  hospital  doesn't 
act  for  other  doctors  who  attended  you  while  there ;  their  bills  come  under  Part  B. 

"Of  the  $107  total,  only  $89  represents  doctors'  bills,  and  only  $31.20  of  that  is 
recoverable,  since  your  mother  must  pay  the  first  $50  and  20  percent  of  the  re- 
maining $39  herself. 

"Even  getting  the  $31.20  is  likely  to  be  frustrating  and  lengthy.  She  must  send 
one  claim  to  Pennsylvania  Blue  Shield  in  Camp  Hill,  attaching  the  $35  in  receipts 
from  the  two  Pennsylvania  doctors,  and  another  to  Prudential  Insurance  Co., 
Box  6500,  Millville,  N.J.  attaching  the  $54  worth  of  receipted  bills  from  New 
Jersey  doctors. 

"Each  of  those  paying  agents  will  query  Social  Security  headquarters  in  Balti- 
more about  your  mother's  status,  and  if  they  query  at  about  the  same  time,  both 
will  be  advised  that  she  hasn't  paid  her  first  $50  yet.  The  upshot  is  likely  to  be  a 
letter  from  Camp  Hill  saying  she  isn't  entitled  to  anything  and  a  check  from 
Millville  for  only  $3.20  because  all  Millville  will  know  any  thing  about  is  the 
$54  paid  to  New  Jersey  doctors. 

"Avoiding  that  problem  takes  time  and  patience,  but  it  can  be  done.  If  your 
mother  will  send  a  claim  to  Millville  first,  then  apply  to  Camp  Hill  after  she 
receives  the  payment  from  Millville,  the  electronic  brain  in  Baltimore  will  okay 
the  second  payment  from  Camp  Hill,  amounting  to  80  percent  of  $35,  or  $28. 

"If  all  this  seems  hopelessly  complicated,  your  only  recourse  appears  to  be  to 
complain  to  members  of  Congress.  They  enacted  the  law,  and  they  are  the  people 
with  power  to  simplify  it." 

coverage  of  prescription  drug  costs  in  titles  xviii  and  xix 

The  cost  of  drugs  is  a  serious  problem.  The  President  recognized  this  in  his 
recent  message  on  Aid  for  the  Aged  when  he  observed  that  Medicare  does  not 
cover  prescription  drugs  for  a  patient  outside  the  hospital,  and  directed  an 
immediate  study  of  the  cost  of  drugs.  Some  older  people  have  to  choose  between 
drugs  and  food.  A  member  of  the  Physicians  Forum  in  Maryland  has  written 
me  the  following  suggestions  : 

"As  a  next  step,  both  Titles  XVIII  and  XIX  should  cover  drugs,  that  is, 
there  should  be  mandatory  coverage  of  drugs.  Title  XVIII  should  include  drug 
coverage  under  Part  B,  simply  because  for  many  patients,  the  cost  of  drugs  is  the 
most  important  single  item  in  their  medical  care.  Many  aged  persons,  for- 
tunately, remain  in  homeostasis  [proper  internal  balance]  with  very  occasional 
physician's  visits,  taking  a  considerable  amount  of  drugs  on  a  year-round  basis — 
the  diabetic,  asthmatic,  the  arthritic,  and  patients  with  Parkinsonian  disease,  etc. 
Some  of  these  patients  do  not  have  enough  physcian's  visits  during  the  course 
of  the  year  to  equal  the  coinsurance  feature  of  fifty  dollars. 

"Under  Title  XIX,  a  number  of  states  have  started  their  programs  without 
including  drugs  for  the  relief  clients  covered  under  the  program.  *  *  *  Patients 
in  such  states  have  to  go  to  the  County  authorities,  to  private  agencies,  literally 
to  scrounge  for  drugs." 
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The  mounting  problem  of  the  costs  of  drugs  to  elderly  people  on  limited  income 
is  one  that  must  be  met.  That  the  problem  is  being  faced  in  the  Congress  is  indi- 
cated by  the  bill  introduced  by  Representative  Boggs  of  this  Committee  (H.R. 
276)  which  would  include  prescribed  drugs  under  part  B  of  title  XVIII.  In  the 
bill  of  Senators  Aiken,  Mansfield  and  Prouty  (S.  110)  there  is  also  a  provision 
for  supporting  the  costs  of  certain  "qualified  drugs,"  these  to  be  determined  by 
a  National  Formulary  Committee. 

This  is  undoubtedly  a  complicated  issue — how  best  to  provide^  prescription 
drugs  to  the  elderly  patient,  and  at  the  same  time  maintain  quality  control  of  the 
drugs  and  the  most  advantageous  cost  for  the  government.  Perhaps  a  reasonable 
initial  step  would  be  to  start  a  program  on  a  limited  basis  with  a  few  important 
drugs,  such  as  insulin,  digitalis,  etc.,  so  that  needed  experience  can  be  gained. 

TITLE  II,  SECT.  220.  LIMITATION  ON  FEDERAL  PARTICIPATION  IN  MEDICAL  ASSISTANCE 

Our  organization  feels  that  it  is  rather  premature  to  place  restrictions  on  the 
state  programs  under  Title  XIX  before  they  have  really  had  a  chance  to  get 
unlimbered.  On  the  other  hand  we  have  no  illusions  about  the  basically  un- 
healthy nature  of  this  type  of  program :  it  is  welfare  medicine  with  a  means 
test. 

The  Physicians  Forum  prepared  a  position  paper  on  the  general  aspects  of 
Title  XIX  which  is  detailed  below : 

"STATEMENT  ON  TITLE  XIX  OF  PUBLIC  LAW  89-97 

"This  amendment  to  the  Social  Security  Act  passed  by  Congress  in  1965  relates 
to  Federal  grants  to  States  for  medical  assistance  programs..  It  is  popularly 
referred  to  as  'Medicaid'  (or  'Medical')  and  is  to  be  distinguished  from  Title 
XVIII  ('Medicare')  which  provides  for  the  financing  of  health  insurance  for  the 

aged. 

"main  provisions 

"1.  The  concept  of  medical  indigency,  applied  by  Congress  to  the  65-and-over 
age  group  in  the  Kerr-Mills  legislation  of  1960,  is  extended  to  include,  in  addi- 
tion, all  recipients  of  federally-aided  public  assistance  programs;  namely,  de- 
pendent children  and  their  families,  the  blind  and  the  permanently  and  totally 
disabled  plus  all  other  medically  needy  children.  This  means  that  States  may 
secure  Federal  monies  toward  defraying  the  costs  of  medical  care  for  individuals 
and  families  meeting  the  definitions  of  the  federally-eligible  groups  whether  or 
not  they  require  cash  benefits  for  maintenance,  if  their  income  and  resources  are 
not  sufficient  to  meet  their  medical  care  costs. 

"2.  States  or  territorial  jurisdictions  to  be  eligible  for  Federal  aid  must  have 
programs  approved  by  the  Secretary  of  Health,  Education,  and  Welfare.  Guide- 
lines for  these  include  the  following : 

"(1)  In  developing  the  medical  assistance  aspects  of  its  programs,  a  State 
must  not  reduce  aid  or  assistance  under  its  existing  categorical  plans. 

"(2)  A  program  must  eventually  apply  equally  to  all  eligible  groups 
within  the  State  and  include  a  minimum  of  five  specific  medical  care  serv- 
ices: inpatient  and  outpatient  hospital  care,  skilled  nursing  home  care  (for 
adults  only),  physicians'  services,  laboratory  and  X-ray  services ;  the  amount, 
scope,  duration  and  methods  of  rendering  such  services  to  be  determined  by 
the  State. 

"(3)  Eligibility  requirements  must  take  into  consideration  only  income 
and  resources  available  to  the  recipients,  exclude  adult  children  from  respon- 
sibility for  the  medical  care  costs  of  their  aged  parents,  and  omit  any  speci- 
fied period  of  residency  in  the  State.    Each  State  sets  its  own  means  test. 

"(4)  Determination  of  eligibility  is  the  responsibility  of  the  State  agency 
charged  with  such  determination  under  the  Old  Age  Assistance  provisions 
of  the  Social  Security  Act. 

"(5)  There  must  be  equal  coverage  and  eligibility  requirements  by  197f> 
for  that  portion  of  a  State's  population  not  included  in  the  federally-aided 
categories,  with  the  necessary  financing  for  these  non-categorical  groups  to 
be  borne  by  the  State  alone. 

"GOOD  FEATURES 

"1.  Increased  Federal  money  will  be  available  to  the  States  to  help  finance 
medical  care  services. 
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"2.  Medical  assistance  programs  for  all  groups  within  a  State  will  be  uniform 
in  content  and  financing  provisions. 

"3.  Publicly  financed  medical  care  services  will  be  available  to  a  larger  sec- 
tion of  the  population  including  those  unable  to  meet  their  medical  care  .costs 
but  otherwise  able  to  maintain  themselves. 

"4.  Eligibility  requirements  are  liberalized  not  only  with  respect  to  the  in- 
clusion of  the  medically  indigent,  but  by  the  elimination  both  of  residency  re- 
quirements and  of  responsibility  of  children  for  their  parents'  medical  care 
expenses. 

"5.  States  may  not  reduce  existing  aid  programs  in  order  to  develop  medical 
assistance  programs. 

"bad  features 

"1.  This  is  enabling  legislation :  a  State  may  or  may  not  choose  to  participate. 

"2.  This  is  not  a  national  program:  each  participating  State  or  territorial 
jurisdiction  writes  its  own  medical  care  program  and  eligibility  requirements 
accordng  to  very  minimal  guidelines. 

"3.  This  is  welfare  medicine :  a  means  test  is  a  prerequisite  to  eligibility  for 
medical  care  services  financed  under  this  program. 

"4.  The  quality  of  the  medical  care  to  be  made  available  is  uncertain :  no  sig- 
nificant safeguards  or  standards  are  written  ino  the  law. 

"5.  Federal  aid  is  not  available  to  the  States  for  the  medically  indigent  who 
are  in  the  21-64  age  groups  and  do  not  fall  into  any  of  the  designated  federally- 
aided  categories. 

"So  much  for  the  law  itself  as  enacted  by  Congress.  What  have  been  the 
experiences  to-date  and  what  are  the  prospects  under  the  legislation  as  it  now 
stands? 

"As  of  November  30,  1966  twenty-five  States  and  Puerto  Rico  and  the  Virgin 
Islands  had  programs  in  operation  with  the  possibility  that  three  more  plans 
might  be  implemented  or  approved  before  the  end  of  the  year.  For  the  remain- 
ing 24  jurisdictions  no  programs  were  in  the  offing.  In  the  deep  south,  only 
Louisiana  had  a  program  in  operation. 

"Although  this  seems  to  represent  faster  progress  than  occurred  with  the 
Kerr-Mills  program,  and  Title  XIX,  itself,  contains  improvements  over  Kerr- 
Mills,  one  cannot  help  but  sees  analogies  between  the  two  which  bode  no  good 
for  a  goal  of  good  quality,  comprehensive,  personalized  care  for  all  people  in 
the  Nation.  Since  Federal  aid  requires  that  the  State  allocate  matching  funds, 
albeit  based  on  formulas  favoring  the  poorer  States,  we  again  may  have  the 
situation  of  the  wealthier  States  coming  up  with  the  more  adequate  programs 
and  getting  a  disproportionate  share  of  Federal  funds.  There  still  may  be  States 
that  won't  bother  to  formulate  programs.  After  six  years  of  operation,  seven 
jurisdictions  out  of  54  still  had  no  programs  of  medical  assistance  to  the  aged 
under  Kerr-Mills. 

"And  what  about  the  welfare  aspects  of  this  program?  Although  the  intent 
of  Congress  was  to  eliminate  some  of  the  undesirable  aspects  of  a  means  test 
and  the  liberalizing  elements  represent  important  advances,  a  means  test  is  still 
a  prerequisite  to  entitlement  to  services.  Even  more  significant,  perhaps,  is  the 
mandatory  designation  of  the  welfare  agency  as  the  agency  to  make  the  deter- 
mination of  eligibility.  Many  people,  in  need  of  medical  care,  will  refuse  to 
submit  to  this  indignity.  And  keeping  in  mind  the  dual  system  of  medical 
care  long  prevalent  in  this  country,  private  care  and  charity  medicine,  this 
method  of  entitlement  to  services  not  only  perpetuates  two  classes  of  medical 
care  but  actually  extends  charity-type  medicine  to  more  people. 

"Paradoxically,  even  a  poor  law  can  be  weakened  further,  so  that  the  efforts 
of  men  of  good  will  may  be  needed  not  only  to  improve  it  but  even  to  preserve 
it  as  is.  The  history  and  nature  of  the  New  York  State  program  constitute  a 
case  in  point.  When  title  XIX  became  law,  New  York  State  already  had  a 
medical  assistance  program  for  the  medically  indigent  of  all  population  groups 
with  income  ceilings  for  entitlement  relatively  high.  With  the  prospects  of 
Federal  aid  to  supplement  what  it  was  already  committed  for,  it  felt  able  to 
raise  this  ceiling  to  a  figure  more  nearly  approaching  cost  of  living  estimates  for 
the  State.  New  York  came  up  with  a  figure  of  $6000  (net  income  after  taxes 
and  medical  insurance  premiums),  for  a  family  of  four,  and  continued  to  cover 
all  groups. 

"The  New  York  program  produced  a  vitriolic  attack  from  conservative  forces 
in  the  State  as  well  as  in  Congress.   It  went  back  to  the  State  legislature  almost 
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immediately,  and  a  deductible  feature  for  out-of-hospital  expenses  was  intro- 
duced. Restrictions,  ostensible  to  reduce  the  cost  to  the  Federal  government, 
were  considered  by  the  House  Ways  and  Means  Committee  but  were  not  acted 
on  by  the  89th  Congress.  Activity  along  these  lines  in  the  90th  Congress  can 
be  expected. 

"conclusion 

"Title  XIX  is  a  program  that  has  the  potential  of  bringing  medical  care  to 
certain  additional  groups  in  the  population,  mainly  the  poor.  It  is  a  limited 
program  at  best  and  contains  many  undesirable  features.  Its  potential  is  further 
limited  by  economic  and  political  forces  within  each  State;  With  all  this,  its 
limited  benefits  must  still  be  protected  from  attack  and,  where  possible,  improved 
and  extended." 

TITLE  II,  SECT.    225   ADVISORY  COUNCIL 

Our  organization  supports  the  proposal  to  create  an  Advisory  Council  on  the 
administration  and  policies  of  medical  assistance,  and  looks  with  favor  on  the 
provision  that  a  majority  of  the  membership  of  the  council  would  consist  of  repre- 
sentatives of  consumers.  It  is  suggested  that  at  least  two  representatives  of 
consumers  would  be  physicians  associated  with  consumer  groups. 

TITLE   III,    IMPROVEMENT   OF   CHILD  HEALTH 

I  cannot  overemphasize  the  importance  of  support  of  Title  III  relating  to  im- 
provement of  child  health.  I  see  every  day  in  my  own  practice  the  long-term 
effects  of  congenital  abnormalities  in  children,  whether  caused  by  genetic  or 
environmental  factors.  Often  the  difference  between  normal  childhood  and  adult 
life  and  a  tragic,  blighted  existence  can  be  ascribed  to  early  diagnosis  and  treat- 
ment of  defects  found  at  birth.  Sect.-  301  receives-  our-enthusiastic  support  for 
early  case  finding  and  treatment  of  handicapping  conditions  of  children. 

A  similar  principle  applies  to  the  proposal  to  support  special  projects  to  im- 
prove dental  health  in  childhood  (sect.  302)  and  to  increase  support  for  maternity 
and  infant  care  projects  ( sect.  303) . 

It  should  be  cause  for  national  concern  that  this  nation,  supposedly  the  most 
affluent  culture  ever  to  exist,  ranks  11th  in  infant  mortality,  behind  nations  such 
as  Norway,  Sweden  and  Britain.  This  is  almost  certainly  due  to  the  vast  in- 
equities which  exist  in  our  heterogeneous  peoples  scattered  over  a  continent,  and 
to  the  historical  forces  which  have  shaped  the  ethnic  and  economic  composition 
of  our  population.  It  is  not  defensible  to  permit  the  cultural  and  economic  de- 
privation of  disadvantaged  areas  of  this  country  to  take  such  a  toll  of  life  and 
health  in  the  young.  The  United  States  is  the  only  Western  industrial  nation 
without  a  national  allowance  for  children,  and  the  various  states'  programs  for 
needy  children  are  very  spotty.  Title  III  will  at  least  do  a  little  to  help  some  of 
those  children  who  have  physical  handicaps.  The  relatively  modest  expenditures 
will  be  recouped  over  and  over  again  in  terms  of  better  health  and  effectiveness 
of  the  children  and  mothers  reached  by  these  measures. 

Principles  of  Good  Medical  Care 

The  Physicians  Forum  believes  that  everyone  is  entitled  to  good  medical  care 
as  a  fundamental  right.  Society  must  accept  responsibility  for  assuring  compre- 
hensive, personalized,  high  quality  medical  care  to  everyone.  This  includes  all 
needed  preventive,  diagnostic,  therapeutic  and  rehabilitative  health  services. 
Physicians  should  play  a  major  role  in  helping  society  to  fulfill  this  responsibility. 

To  this  end  the  Physicians  Forum  affirms  the  following  principles  of  good 
medical  care : 

1.  A  single  class  of  medical  care  for  all 

2.  Elimination  of  financial  barriers 

3.  Teamwork 

4.  Total  care  for  the  total  person 

5.  Adequate  health  manpower 

6.  Quest  for  excellence. 

A  Single  Class  of  Medical  Care  for  All — Throughout  the  country  several  classes 
of  medical  care  exist  side  by  side.  The  prevailing  basis  for  segregating  patients 
is  income  status.  Those  who  cannot  afford  medical  care  are  segregated  into  pub- 
lice  ward  and  clinic  services.  The  charity  medicine  which  they  receive  is  gen- 
erally piecemeal,  inadequate,  and  provided  with  scant  concern  for  the  dignity  of 
the  individual.    Furthermore,  in  many  private  practices  and  medical  institutions 
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in  all  parts  of  the  country,  more  or  less  overt  racial  discrimination  is  superim- 
posed on  economic  segregation.  These  practices  fail  to  meet  social  needs  and 
desirable  standards  of  medical  ethics,  and  represent  a  denial  of  democratic  rights. 
All  such  segregation  and  discrimination  must  be  eliminated  through  appropriate 
legislation  and  administrative  policies,  vigorously  enforced.  This  objective  must 
be  furthered  by  educational  and  other  efforts  to  promote  personal  commitment  on 
the  part  of  health  personnel  to  a  single  class  of  medical  care  for  all. 

Elimination  of  financial  barriers. — Federal  financial  participation  is  neces- 
sary to  assure  to  all  persons  continuous  and  complete  coverage  of  medical-care 
costs  from  job  to  job,  place  to  place,  and  decade  to  decade.  Such  a  universal 
program  must  cover  the  full  range  of  medical  care  services  from  health  education, 
screening,  and  preventive  care,  to  treatment  and  rehabilitation,  including  physi- 
cians' and  dentists'  care,  institutional  services,  drugs,  and  necessary  supporting 
services.  To  yield  the  greatest  return  for  the  medical  care  dollar,  the  payment 
program  must  provide  service  benefits  and  must  be  rationally  organized.  Deduct- 
ible and  co-insurance  features  are  undesirable  as  they  are  likely  to  delay  treat- 
ment and  actually  increase  both  cost  and  duration  of  disability. 

Teamwork. — With  the  increasing  complexities  of  medicine,  teamwork  has  be- 
come a  virtual  necessity.  Many  types  of  functional  relationships  among  the 
providers  of  health  services  have  evolved.  Experience  indicates  that  formally- 
constituted  arrangements  often  are  most  effective  and  satisfying.  These  may 
be  illustrated  by  three  examples : 

1.  The  full-time  staffs  of  hospitals  and  medical  groups  which  offer  oppor- 
tunities to  improve  the  quality  of  patient  care  and  stimulate  professional 
growth. 

2.  Regional  programs  which  coordinate  a  teaching  medical  center  with 
neighboring  hospitals  to  offer  the  most  advanced  and  specialized  medical 
techniques  to  the  entire  population,  urban  and  rural. 

3.  The  multi-disciplinary  rehabilitation  team  which  facilitates  maximum 
physical,  social,  and  psychological  recovery. 

Less  than  optimal  medical  care  occurs  too  often  when  practitioners  are  func- 
tionally isolated  and  health  institutions  are  functionally  independent. 

Total  care  for  the  total  person. — The  current  fragmentation  of  medical  care 
frustrates  many  physicians  and  other  health  professionals  in  their  efforts  to 
establish  sound  patient-physician  relationships  and  to  provide  a  unified  approach 
to  their  patients'  physical  and  emotional  needs.  To  replace  the  general  practi- 
tioner of  the  past  who  could  provide  personalized  medical  attention  before  the 
current  era  of  specialization,  a  well-trained  personal  physician  should  provide 
preventive  as  well  as  therapeutic  care,  with  continuity,  and  with  concern  for 
the  physical  and  emotional  well-being  of  each  family  member.  These  physicians 
should  be  supported  and  supplemented  by  a  complete  range  of  specialized  serv- 
ices to  promote  health  and  provide  prompt  treatment  of  all  medical  and  psychiat- 
ric disabilities.  Continuity  and  personalized  care  must  not  be  compromised  by 
size  or  administrative  complexity.  There  is  need  for  greater  consideration  of 
the  social  and  psychological  aspects  of  patient  care. 

Adequate  health  manpower. — There  is  a  great  and  increasing  shortage  of  phy- 
sicians and  other  health  personnel.  Society  must  provide  full  tuition  and  finan- 
cial support  to  induce  qualified  individuals  to  become  physicians,  dentists,  nurses, 
medical  technicians  and  other  health  personnel.  Discrimination  against  racial 
minorities,  women,  and  other  special  groups  must  be  eliminated  from  education 
and  training  in  the  health  fields  and  from  opportunities  for  advancement.  Sal- 
aries of  nurses  and  other  poorly  paid  health  personnel  should  be  made  attractive 
and  competitive  with  the  rewards  of  other  professions.  There  must  be  improved 
utilization  of  physicians  and  other  health  personnel  through  imaginative  but 
realistic  work  analyses  and  the  development  of  new  staffing  patterns  so  that 
each  type  of  health  worker  can  function  to  the  maximum  of  his  capabilities. 

Quest  for  excellence. — The  quest  for  excellence  requires  an  atmosphere  of  intel- 
lectual searching.  Continuing  experimentation  is  essential  in  the  search  for  ever 
better  medical  care.  New  findings  and  skills  must  be  neither  accepted  nor  re- 
jected uncritically.  Prime  regard  for  patient  welfare,  high  standards,  adequate 
training,  and  scientific  research  are  basic  essentials  for  good  medical  care.  Clin- 
ical practice  must  be  subjected  to  rational  evaluation;  physicians  must  be  ac- 
countable through  formal  mechanisms  both  to  colleagues  and  to  patients. 
Resources  must  be  allocated  for  demonstration  projects,  for  quality  studies,  and 
for  recognition  of  high  competence  and  unusual  contributions. 
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Requirements  for  Adequate  Medical  Care. — These  fundamentals  of  medical 
care  planning  recognize  the  essential  and  complementary  roles  of  the  individual 
health  worker,  of  hospitals  and  other  local  health  services,  and  of  the  Federal 
government.    Comprehensive  high  quality  medical  care  requires: 

1.  the  personal  commitment  of  each  health  worker  to  this  goal 

2.  the  initiative  and  flexibility  of  local  organizations  to  meet  diverse  local 
conditions 

3.  assurance  by  the  Federal  government  of  equal  opportunity  for  all 
through  maintenance  of  standards  and  through  financial  aid  for  special 
problems  requiring  national  action. 

This  last  responsibility  cannot  be  fulfilled  with  the  proportion  of  the  nation's 
wealth  now  devoted  to  health.  The  proportion  must  be  increased  substantially, 
perhaps  even  doubled.  Finally,  it  must  be  recognized  that  medical  care  is  not  the 
total  answer  and  may  not  even  be  the  major  part  of  the  answer  to  improvement  of 
the  health  of  the  people.  Much  poor  health,  disease  and  disability  are  the  result 
of  the  total  environment  in  which  we  live.  Wars,  slums,  environmental  pollution 
and  hazards,  racial  discrimination,  exploitation  of  human  labor  and  other  social 
ills,  are,  in  a  fundamental  sense,  appropriate  concerns  of  health  personnel.  We 
physicians  should  recognize  that  our  responsibility  must  extend  beyond  the 
problems  of  individual  patient  care  to  the  broader  issues  of  public  policy. 

Conclusion 

The  Physicians  Forum  would  not  like  to  see  the  Medicare  legislation  of  1965, 
with  its  succeeding  amendments,  perpetuate  a  pattern  of  welfare  medicine.  The 
efforts  of  Secretary  Gardner  and  the  Department  of  Health,  Education  and  Wel- 
fare to  explore  new  and  efficient  methods  of  health  care,  and  to  encourage  group 
practice  on  a  prepaid  premium  basis  meet  with  our  enthusiastic  approval.  These, 
and  other  patterns  of  health  care,  such  as  national  compulsory  health  insurance 
or  a  nationalized  health  service,  must  be  thoroughly  explored  if  we  are  to  meet 
the  challenges  of  the  21st  century. 

In  this  great  country  we  must,  to  paraphrase  Lincoln,  disenthrall  ourselves 
of  the  dogmas  of  the  past.  We  must  cast  off  the  chains  that  bind  us  to  the 
17th  century  Poor  Law,  and  divide  our  people  into  haves  and  have  nots,  into 
private  medical  care  and  welfare  medical  care.  We  must  act  anew,  and  we  must 
think  anew.    We  must  say,  as  did  Tennyson's  Ulysses : 

"Come  my  friends, 

"  'Tis  not  too  late  to  seek  a  newer  world. 
"Push  off,  and  sitting  well  in  order  smite 
"The  sounding  furrows ;  for  my  purpose  holds 
"To  sail  beyond  the  sunset. . . ." 

Mr.  Burke  (presiding).  Thank  you  very  much,  Dr.  Gardner. 

Are  there  any  questions  ?  There  being  no  questions  and  no  further 
witnesses,  the  testimony  having  been  completed  for  the  day,  the  com- 
mittee will  adjourn  until  10  a.m.  tomorrow  morning  when  we  will  take 
up  another  subject  matter. 

The  committee  stands  adjourned. 

(Whereupon,  at  12:30  p.m.,  the  committee  adjourned  on  the  social 
security  hearing  until  10  a.m.  Thursday,  March  16, 1967.) 
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THURSDAY,  MARCH  16,  1967 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

Washington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  the  committee 
room,  Longworth  House  Office  Building,  Hon.  Wilbur  D.  Mills 
(chairman  of  the  committee)  presiding. 
The  Chairman.  The  committee  will  please  be  in  order. 
Our  first  witness  this  morning  is  our  colleague  from  Minnesota,  the 
Honorable  Donald  M.  Fraser.    Mr.  Fraser,  we  appreciate  your  being 
with  us  today  and  you  are  recognized,  sir. 

STATEMENT  OF  HON.  DONALD  M.  TEASER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MINNESOTA 

Mr.  Fraser.  Thank  you  very  much,  Mr.  Chairman  and  members  of 
the  committee.  I  am  pleased  to  have  the  opportunity  of  presenting 
information  in  support  of  H.R.  5710,  the  Social  Security  Amendments 
of  1967.  An  identical  bill  has  been  introduced  in  my  name  to  demon- 
strate my  strong  endorsement  for  broad  increases  in  benefits  and  cov- 
erage under  the  social  security  laws. 

SECTION   101.     INCREASE  IN  BENEFITS 

In  Minnesota  we  had  403,673  persons  receiving  monthly  benefit  pay- 
ments under  social  security  at  the  end  of  1965.  That  year  a  total  of 
$349,786,000  was  paid  to  them. 

The  bill  the  committee  is  considering  would  increase  those  payments 
about  $80  million  a  year.  In  the  Twin  Cities  where  my  district  is 
located  there  would  be  a  $30  million  increase  in  benefits  for  the  recip- 
ients in  Hennepin  and  Ramsey  County. 

I  know  from  personal  contact  with  these  retired  people  that  this 
increase  is  badly  needed.  And  the  children  of  these  retired  people  are 
solidly  in  favor  of  raising  the  present  starvation  levels  to  more  ade- 

?uate  levels.    The  generation  of  working  men  and  women  will  look 
orward  to  their  own  retirement  with  less  misgiving  if  decent 
schedules  of  benefits  can  be  adopted  by  the  90th  Congress. 

One  of  the  most  active  and  knowledgeable  groups  of  retired  citizens 
in  my  district  is  the  Legislative  Goals  Senior  Citizens  Study  Club. 
Their  experience  shows  that  an  even  greater  increase  than  appears  in 
H.R.  5710  is  necessary.  They  recommend  minimums  of  $150  for  a 
single  person  and  $200  for  a  couple. 
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Another  large  and  effective  group  in  Minneapolis  is  the  Old  Timers 
Union  Club  AFL-CIO.  They  have  written  to  me  giving  full  en- 
dorsement to  the  increases  in  H.R.  5710.  I  am  sure  that  every  other 
Member  of  Congress  has  similar  groups  who  know  from  firsthand 
experience  that  the  present  benefits  are  far  too  meager. 

SECTION  104.     INDIVIDUALS  AGE  7  2 

The  increases  proposed  for  individuals  age  72  and  over  who  lack  the 
minimum  number  of  quarters  in  covered  employment  are  sensible 
improvements. 

However,  I  would  like  to  suggest  one  further  change.  We  should 
permit  former  State  and  local  public  employees  over  age  72  to  receive 
the  benefits  we  have  authorized  under  the  so-called  Prouty  amend- 
ment. Under  existing  law  persons  over  72  are  required  to  deduct 
State  and  local  government  pensions  from  benefits  under  the  Prouty 
amendment. 

Thus,  most  do  not  qualify  for  assistance  under  the  Prouty  amend- 
ment. 

It  seems  to  me  only  fair  that  this  small  social  security  benefit  should 
be  made  available  to  former  public  employees  even  though  they  are 
now  receiving  a  retirement  benefit  under  their  governmental  system. 

In  Minneapolis  a  handful  of  retired  city  employees  who  are  over 
72  receive  very  small  checks  because  they  entered  the  program  when 
salaries  were  very  low. 

As  you  know,  the  Prouty  amendment  is  only  a  temporary  provision 
to  bring  benefits  now  to  persons  over  72  or  who  reach  72  in  the  next 
few  years  and  have  less  than  the  normal  requirement  of  "quarters  of 
coverage"  under  social  security.  The  Prouty  amendment  is  designed 
so  that  this  group  will  become  smaller  and  smaller  each  year. 

I  certainly  hope  that  this  can  be  one  of  the  improvements  to  H.R. 
5710  that  the  committee  will  consider. 

SECTION  125.  HEALTH  INSURANCE  FOR  THE  DISABLED 

Totally  and  permanently  disabled  are  another  group  who  need  med- 
icare coverage.  And  for  exactly  the  same  reasons  as  Congress 
adopted  medicare  for  the  elderly  over  a  year  ago. 

Those  reasons  are : 

1.  The  disabled  are  without  earning  power  to  pay  their  own  hospital 
and  medical  bills,  just  as  the  elderly. 

2.  They  are  likely  to  have  higher  and  more  frequent  bills  than  the 
average  person. 

3.  They  are  probably  unable  to  obtain  private  insurance  coverage — 
and  if  they  can,  the  cost  is  likely  to  be  prohibitive. 

In  Minnesota  there  are  400,000  persons  now  eligible  for  medicare 
and  another  11,500  disabled  workers  who  would  be  eligible  for  med- 
icare if  H.R.  5710  passes.  The  estimated  annual  cost  for  hospital 
insurance  for  this  11,500  would  be  $2,500,000. 
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SECTION  13  2    ( NEW ) .     REIMBURSEMENT  FOR  MEDICARE  PATIENTS' 
TRANSPORTATION  TO  THERAPY  CENTER 

Mr.  Chairman  and  members  of  the  committee,  this  section  deals  with 
a  matter  of  some  great  concern  to  me  and  to  people  in  my  State.  I 
hope  the  committee  can  look  at  this  carefuly.  There  is  a  provision 
in  the  present  medicare  law  which  leads  to  inefficient  use  of  profes- 
sional medical  personnel.  The  law  doesn't  allow  transportation  ex- 
pense to  be  paid  for  a  patient  to  visit  a  hospital  or  rehabilitation  center 
for  therapeutic  care.  The  law  tends  to  encourage  a  therapist  to  make 
individual  trips  to  treat  a  single  patient  in  his  home. 

Ten  members  of  Congress  joined  me  last  year  in  supporting  a  change 
in  the  law.  They  were  Congressmen  James  A.  Byrne,  Ronald  B. 
Cameron,  John  H.  Dent,  Leonard  Farbstein,  Bernard  F.  Grabowski, 
Jacob  H.  Gilbert,  Thomas  P.  O'Neill,  Claude  Pepper,  Benjamin  S. 
Rosenthal,  and  Fernard  J.  St  Germain. 

The  problem  is  well  explained  in  a  letter  I  received  recently  from 
the  head  of  the  Department  of  Physical  Medicine  and  Rehabilitation 
at  the  University  of  Minnesota. 

I  am  writing  again  about  my  concern  that  the  provision  under  medicare  to 
send  therapists  into  the  home  without  equal  provision  for  transportation  for 
patients  to  the  hospital  for  outpatient  therapy  will  result  in  a  disastrous  deple- 
tion of  hospital  personnel. 

Our  recent  survey  of  facilities  and  therapists  in  this  area  indicates  that  we 
have  approximately  one-fourth  as  many  therapists  as  we  need.  If  we  are  going 
to  provide  the  most  extensive  treatment,  then  we  must  utilize  these  therapists 
efficiently. 

A  therapist  can  treat  approximately  30  percent  as  many  patients  if  she  travels 
to  the  home  as  she  can  working  in  a  rehabilitation  center  or  hospital  physical 
therapy  department,  and  even  then  is  very  limited  in  the  kinds  of  things  she  can 
do.  Her  actual  usefulness,  therefore,  is  between  10  and  15  percent  of  what  it 
would  be  in  an  organized  center. 

At  the  meeting  of  the  American  Rehabilitation  Foundation  Expert  Medical 
Committee  this  fall,  we  discussed  this  problem  of  provision  of  rehabilitation 
therapy  to  patients  in  their  homes.  There  were  physiatrists  from  every  part 
of  the  United  States,  New  York,  Philadelphia,  Georgia,  Texas,  Connecticut,  Wash- 
ington, Minnesota,  and  Michigan. 

All  of  these  men  have  been  in  physical  medicine  and  rehabilitation  for  many 
years  and  are  leaders  in  the  field.  All  of  them  are  interested  in  developing  the 
best  possible  kinds  of  services  and  have  had  experience  with  virtually  every  kind 
of  service  which  has  been  tried. 

In  discussing  this  problem,  not  a  single  example  could  be  found  or  cited  where 
a  home  rehabilitation  therapy  service  had  been  developed  which  provided  any- 
where near  as  good  therapy  as  outpatient  therapy,  and  always  at  a  much  greater 
cost. 

The  evidence  is  clear,  the  physiatrists  who  have  been  on  the  spot  and  testing 
these  systems  find  that  administration  of  rehabilitation  therapy  in  the  home  is 
ineffective  and  inefficient  use  of  personnel. 

Frederic  J.  Kottke,  M.D.,  Professor  and  Head,  Department  of  Physical  Medi- 
cine and  Rehabilitation. 

This  same  viewpoint  has  been  expressed  by  the  American  Congress 
of  Phys;cal  Medicine  and  Rehabilitation. 

The  hospital  director  at  the  Veterans'  Administration  hospital  in 
Ann  Arbor,  Mich.,  has  endorsed  this  change  on  the  basis  of  his  ex- 
perience. He  states : 

The  health  manpower  shortage  is  increasing  in  all  disciplines.  Travel  of  health 
personnel  to  the  patient  is  wasteful  and  should  not  normally  be  necessary.  Con- 
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centration  of  patients  in  hospitals  or  clinics  allows  one  therapist  to  see  many 
patients  so  that  many  profit  from  his  skill. 

For  these  reasons  I  believe  the  committee  may  want  to  consider  an 
amendment  that  would  delete  from  section  1861  (m)  (7)  of  the  Social 
Security  Act  the  words:  "but  not  including  transportation  of  the  in- 
dividual in  connection  with  any  such  item  or  service." 

SECTION  201.  EARNINGS  EXEMPTION  FOR  PUBLIC  ASSISTANCE  RECIPIENTS 

One  of  the  most  important  features  of  H.E.  5710  is  the  work  incen- 
tive provision  in  section  201. 

In  Minneapolis  the  mothers  on  AFDC  have  organized  a  league 
which  is  part  social  action  and  part  political  action.  I  know  from 
meeting  with  them  and  talking  to  professional  caseworkers  that  part- 
time  work  can  be  a  real  boost  to  the  self-respect  and  well  being  of 
children  and  the  mothers. 

Let  me  read  to  you  from  a  letter  I  received  recently  from  a  mother 
who  receives  public  assistance.  She  has  been  able  to  retain  some  of 
her  earnings  from  part-time  work  because  Congress  allowed  earnings 
exemptions  in  both  the  Elementary  and  Secondary  Education  Act  and 
Economic  Opportunity  Act.    She  writes  as  follows : 

As  an  A.D.C.  mother  I  would  like  for  you  to  know  personally  what  the  "Work 
Incentive  Program"  means  to  me. 

I  am  now  working  as  a  Neighborhood  Development  Aide  for  the  Citizens 
Community  Center.  This  is  my  first  real  work  experience  as  I  married  young 
and  started  a  family  young.  After  being  on  A.D.C.  for  four  years  which  I 
have  truly  appreciated  I  was  glad  to  be  able  to  go  to  work  part  time.  This 
gave  me  a  chance  to  give  my  children  a  few  extras  such  as  musical  instruments, 
better  clothes,  and  my  teenagers  an  allowance  so  they  can  participate  in  more 
activities  such  as  Y.M.C.A.,  dances,  sports,  et  cetera. 

My  family  is  proud  of  the  fact  that  I  am  working  and  now  that  my  children 
are  all  in  school,  I  would  very  much  like  training  so  I  can  go  on  to  full  time 
work  and  become  financially  independent  and  to  be  able  to  further  help  my 
children  with  their  education. 

I  am  very  thankful  for  the  experience  of  working  at  the  Center  and  how  I 
have  learned  to  work  and  grow. 

In  Minnesota  there  are  14,660  families  and  42,055  children  receiving 
AFDC  help.  The  average  maintenance  grant  to  a  family  is  $175.28. 
The  change  proposed  by  section  201  would  have  an  enormous  effect 
on  these  families  and  these  children.  I  believe  that  the  exemption 
of  $85  plus  half  of  all  earned  above  $85  would  be  an  even  better  in- 
centive than  the  amount  of  H.K.  5710.  Both  the  aid  to  the  blind  pro- 
gram and  the  economic  opportunity  Act  have  this  higher  exemption 
and  it  works  very  well. 

SECTION   2  0  9    ( NEW ) .  FEDERAL  SHARING  OF  THE   COST  OF  GENERAL 

ASSISTANCE 

Another  improvement  of  our  public  assistance  laws  that  should 
receive  your  consideration  at  this  time  is  the  conversion  of  local  pro- 
grams of  general  relief  into  a  categorical  aid  program  under  our  wel- 
fare laws  with  Federal  and  State  Governments  sharing  the  cost. 

For  too  long  we  have  expected  local  villages  and  cities  to  handle 
all  poor-relief  that  did  not  come  within  such  major  federally  aided 
categories  as  old-age  assistance,  aid  to  families  with  dependent  chil- 
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dren,  and  aid  to  the  blind  and  disabled.  This  has  resulted  in  very  low 
standards  for  general  assistance  and  places  too  great  a  burden  on  the 
limited  tax  resources  of  local  government. 

The  Advisory  Council  on  Public  Welfare  reported  last  J une  in  the 
excellent  booklet,  "Having  the  Power,  We  Have  the  Duty,"  some  of 
the  deficiencies  of  the  present  welfare  system.  They  listed  the  follow- 
ing as  the  types  of  poor  persons  who  are  not  being  helped  by  any  fed- 
rally  aided  public  assistance  program: 

Most  needy  adults  under  65  years  of  age  who  are  unemployed  or 
unable  to  earn  an  adequate  income; 

Most  needy  children  living  with  both  parents  or  someone  other  than 
a  close  relative  ; 

Needy  disabled  adults  who  are  not  both  permanently  and  totally 
disabled ; 

Many  children  in  need  because  of  the  unemployment  of  a  parent ; 

Needy  otherwise  eligible  persons  who  have  not  resided  in  a  particu- 
lar State  for  a  specified  period  of  years ; 

Needy  mothers  who  are  employable  but  for  whom  no  jobs  are  avail- 
able; and 

Persons  rapidly  losing  their  vision  but  not  yet  blind  enough  to  qual- 
ify for  assistance  for  the  blind. 

These  are  the  groups  that  could  be  aided  by  the  amendment  I 
suggest. 

Last  year  I  asked  the  Department  of  Health,  Education,  and  Wel- 
fare for  comments  on  the  possible  cost  of  this  program.  Commissioner 
Ellen  Winston  estimated  the  cost  at  $500  million. 

It  seems  to  me  that  the  time  has  arrived  when  we  must  upgrade  the 
assistance  programs  being  administered  throughout  the  country. 
Matching  funds  from  the  Federal  Government  and  uniform  standards 
for  eligibility  are  badly  needed. 

SECTION  2  38    (NEW).     FEDERAL  SHARING  OF  THE  COST  OF  STATE  CHILD 

WELFARE  SERVICES 

Last  year  I  was  one  of  the  members  who  gave  support  to  the  pro- 
posal of  our  late  colleague,  the  Honorable  John  E.  Fogarty,  for  Fed- 
eral sharing  of  State  child  welfare  services.  Congressman  James  A. 
Burke  and  others  are  carrying  forward  this  idea  in  the  90th  Congress. 

Minnesota's  State  commissioner  of  public  welfare  has  termed  this 
proposal  the  single  most  important  piece  of  welfare  legislation  Con- 
gress could  enact  this  year.  Experts  in  my  district — with  private 
agencies  as  well  as  with  government — are  very  much  in  favor  of  this 
proposal.    I  hope  the  committee  will  make  it  a  part  of  H.R.  5710. 

SECTION  401.  SOCIAL  WORK  MANPOWER  AND  TRAINING 

The  University  of  Minnesota  in  my  district  has  the  only  graduate 
school  of  social  work  in  Minnesota.  The  requests  for  graduates  far 
exceeds  the  ability  of  the  school  to  give  graduate  training.  John  C. 
Kidneigh,  director  of  the  school,  reports  that  agencies  from  every  part 
of  the  country  write  asking  for  graduates  to  employ. 
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Of  the  120  graduate  students  now  enrolled  73  are  residents  of 
Minnesota  and  47  are  from  out  of  State.  But  another  100  Minnesota 
residents  have  to  go  out  of  State  to  get  their  social  work  training. 

Section  401  would  set  up  a  program  that  would  make  it  possible  for 
the  University  of  Minnesota  to  expand  its  graduate  training  program 
to  help  fill  the  pressing  need  for  more  skilled  people.  Funds  for 
adding  to  the  faculty  and  for  providing  student  traineeships  are  badly 
needed. 

Earl  J.  Beatt,  executive  director  of  Family  and  Children's  Service 
in  Minneapolis  makes  this  comment  typical  of  professionals  faced  with 
the  problem  of  hiring  qualified  staffs. 

Legislation  such  as  the  Social  Work  Manpower  Training  Act,  which  would 
help  to  increase  needed  manpower  in  the  field  of  social  welfare,  is  a  crying  need 
if  we  are  to  truly  organize,  structure  and  provide  many  of  the  programs  which 
have  already  been  recommended  through  legislation  of  Congress. 

SECTIONS  504  AND  5  03.    SPECIAL  EXEMPTIONS  AT  AGE  G5  AND  RETIREMENT 

INCOME  DEDUCTION 

The  changes  in  the  Internal  Revenue  Code  will  be  welcomed  by 
many  of  our  older  taxpayers.  Much  of  the  complexity  and  inequity 
in  treatment  of  retired  persons  will  be  eliminated. 

One  group  who  have  been  asking  for  modification  of  tax  treatment 
are  the  retired  State  and  local  government  workers.  I  have  been  in 
close  touch  with  Mr.  W.  F.  Doerr,  executive  secretary  of  the  Minneap- 
olis Municipal  Employees  Retirement  Board. 

Municipal  employees  of  the  city  of  Minneapolis  and  its  related 
boards  and  commissions  have  since  1920  contributed  a  fixed  portion  of 
their  pay  to  a  retirement  fund  which,  when  supplemented  by  the 
municipal  government,  provides  an  allowance  not  later  than  age  65. 

Under  Minnesota  State  law  the  members  of  this  fund  are  exempted 
from  participation  under  social  security.  There  is  no  choice  for  them 
on  this  matter. 

Under  present  Federal  law  the  portion  which  they  have  contributed 
to  their  own  retirement  allowance  is  tax  paid ;  the  portion  contributed 
by  the  employer  becomes  taxable  income.  This  is  an  added  burden 
by  contrast  with  employer  contributions  to  social  security.  This 
burden  is  particularly  onerous  because  it  falls  in  the  later  years  of  re- 
tirement after  tax  paid  personal  contributions  are  paid  out  and  when 
purchasing  power  of  their  fixed  dollar  income  is  eroding. 

If  H.R.  5710  becomes  law,  section  504  and  its  special  tax  exemption 
of  $2,300  for  single  taxpayers  over  65  would  provide  a  fair  standard 
for  offsetting  the  tax  inequality  of  non-social  security  retirees. 

Of  the  2,375  former  Minneapolis  city  employees  receiving  retirement 
allowances  at  the  end  of  1965,  about  75  percent  received  less  than 
$2,300  per  year.  This  means  that  section  504  will  provide  tax  relief  to 
these  retired  employees  who  need  it  most. 

Section  505  is  also  desirable  for  these  social  security  exempt  public 
employees  under  age  65.  It  provides  them  the  same  retirement  income 
deduction  as  those  receiving  social  security  or  railroad  retirement 
benefit. 

In  the  Minneapolis  system,  for  example,  about  25  percent  or  642 
retired  employees  are  under  the  age  of  65.    This  includes  about  60 
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who  are  disabled  and  47  who  are  survivors  of  employees  who  died  while 
in  service.  It  is  particularly  important  that  this  group  also  receive  tax 
relief. 

SUMMARY 

I  certainly  feel  that  H.R.  5710  is  an  excellent  bill.  This  Congress 
will  have  strengthened  our  social  security,  welfare,  and  tax  laws  im- 
measurably if  we  enact  it  into  law. 

The  additional  suggestions  for  Federal  sharing  of  the  costs  of 
child  welfare  services  and  of  general  assistance  and  of  the  revision 
in  the  medicare  law  relating  to  the  payment  of  transportation  costs 
for  persons  who  need  rehabilitation  therapy  are  logical  next  steps  in  a 
strengthened  public  welfare  program. 

Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Mr.  Fraser,  for  your  very  fine  state- 
ment. We  appreciate  your  coming  to  the  committee.  Are  there  any 
questions  of  Mr.  Fraser? 

Mr.  Bush.  Mr.  Chairman,  I  have  one. 

The  Chairman.  Yes,  sir.  Mr.  Bush. 

Mr.  Bush.  Mr.  Fraser — a  very  quick  one.  With  respect  to  the 
amendments  that  you  propose,  have  you  had  a  chance  to  put  a  price 
tag  on  these  benefits  and  if  so  how  would  you  propose  that  this  be  paid 
for? 

Mr.  Fraser.  The  price  tag  on  bringing  general  assistance  or  what 
we  call  poor  relief  into  a  categorical  aid  program,  a  Federal  and  State 
aided  program,  would  cost  around  $500  million,  and  of  course  that 
figure  is  in  my  statement.  That  would  have  to  be  financed  out  of  gen- 
eral revenue.  There  is  no  special  tax  or  source  from  which  that  could 
be  paid. 

The  amendment  that  deals  with  the  payment  for  transportation  for 
patients  who  need  therapy  care,  who  ought  to  be  able  to  go  to  a  hospital 
or  therapy  center  instead  of  having  the  doctor  or  therapist  go  to  them, 
I  do  not  have  a  price  tag  on. 

My  expectation  would  be  that  this  amendment  might  save  the  Gov- 
ernment money.  To  the  extent  that  medical  personnel  are  more  ef- 
ficiently used  it  would  seem  to  me  that  the  costs  would  tend  to  be  lower 
rather  than  higher. 

In  other  words,  if  a  therapist — and  they  are  really  in  short  supply — 
has  to  travel  out  to  a  home  to  provide  some  kind  of  therapy,  therapy 
which  will  be  inadequate  at  best,  it  is  going  to  be  more  expensive  than 
if  we  pay  the  cost  of  the  patient  to  come  clown  to  see  the  doctor,  or  the 
therapist,  or  the  physiatrists,  or  whatever  at  a  hospital  or  therapy 
center. 

I  don't  think  that  this  would  be  a  significant  cost  item.  I  think  that 
amendment  could  be  made  without  any  problem. 

Mr.  Bush.  But  on  this  Federal  sharing  in  the  cost  of  general  assist- 
ance, you  would  propose  to  just  increase  the  taxes  further  to  pay  for 
this. 

Mr.  Fraser.  If  I  may  make  an  observation  about  that,  the  heaviest 
burden  for  poor  relief  in  the  United  States  tends  to  fall  on  the  core 
or  central  cities  in  our  metropolitan  areas.  The  poor  for  a  variety  of 
reasons  tend  to  migrate  to  the  central  cities,  but  of  course  largely 
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because  that  is  where  housing  is  available.  This  also  happens  to  be 
where  there  is  the  most  acute  tax  distress  in  the  United  States,  the 
local  tax  problem.  You  may  not  share  that  view,  but  this  is  certainly 
true  in  my  State.  We  have  severe  financial  problems  in  the  city  of 
Minneapolis  because  our  tax  resources,  which  are  limited  to  property 
tax,  are  inadequate  to  meet  the  burdens. 

One  of  the  very  important  reasons  from  my  point  of  view  for  putting- 
poor  relief,  which  is  locally  financed  in  our  area,  under  a  federally 
aided  program,  would  be  to  help  provide  some  tax  relief  to  these  core 
or  central  cities,  but  it  would  also  have  the  other  two  important  effects. 
It  would  even  out  the  tax  burden.  You  get  areas  of  high  unemploy- 
ment, for  example,  where  after  unemployment  compensation  runs 
out,  then  the  poor  relief  loads  begin  to  grow.  This  happens  in  the 
northern  part  of  Minnesota  in  the  iron  ore  area,  on  the  iron  range, 
and  this  is  a  very  heavy  burden  on  local  government.  This  program 
would  help  distribute  that  burden.  More  importantly  than  all,  per- 
haps, it  would  tend  to  upgrade  standards  because  in  many  communi- 
ties the  poor  relief  standards  are  very  low. 

These  are  all,  I  think,  important  reasons  why  this  ought  to  be 
looked  at  very  seriously.  There  is  no  reason  why  the  four  categorical 
groups  now  should  be  the  only  people  aided  by  the  Federal  Govern- 
ment. It  seems  to  me  that  those  who  are  generally  in  need  of  relief 
should  be  aided. 

Mr.  Bush.  I  think  that  is  right,  but  as  you  get  into  adding  to  these 
programs  you  have  a  whole  other  group  that  we  aren't  doing  much 
for  and  that  is  the  young  people,  and  their  families  living  on  a  $6,000 
income.  They  have  kids  with  horrible  expensive  braces  they  have  to 
put  on  their  teeth.  They  have  to  put  them  through  school.  They  pay 
a  $600  tax  on  a  $6,000  income.  Older  people  on  a  $6,000  income  under 
proposed  law  would  pay  nothing  and  they  have  medicare  going  for 
them.  I  think  many  of  the  things  that  you  recommend  are  worthy 
and  I  know  that  many  people  on  this  side  of  this  committee  and  the 
chairman  would  probably  feel  that  many  of  these  things  are 
worthwhile. 

The  only  gnawing  problem  I  have  is  how  do  we  pay  for  it  and  if  we 
are  going  to  do  all  these  things  who  is  going  to  look  after  this  other 
group,  the  young  people. 

I  come  from  a  metropolitan  area  and  it  would  be  tempting  to  stick 
the  people  in  the  country  by  doing  more  Federal  things  in  the  city, 
but  I  am  just  not  sure  this  is  equitable. 

However,  I  appreciate  your  statement  and  certainly  it  is  a  lot  of 
food  for  thought. 

Mr.  Fraser.  If  I  may  just  add  one  comment,  I  noticed  many  of  our 
colleagues  both  in  the  Congress  and  in  the  political  arena  have  been 
calling  for  a  turnback  of  Federal  revenues  to  State  and  local 
government. 

One  of  the  most  efficient  ways  to  do  this  in  a  very  specific  way  which 
would  be  enormously  useful  would  be  to  pick  up  a  part  of  the  cost 
of  poor  relief. 

Mr.  Bush.  Of  course  that  is  discriminatory. 

Mr.  Fraser.  This  would  get  money  back  very  directly  and  would 
have  these  other  important  side  effects. 
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Mr.  Bush.  But  in  my  opinion  it  would  not  be  altogether  equitable 
because  you  come  from  a  city  and  so  do  I,  and  it  would  be  great  for 
us,  but  there  are  a  lot  of  people  avIio  feel  there  are  some  poverty  prob- 
lems in  the  rural  population. 

All  I  can  say  is  though  you  might  like  it  and  though  I  might  like  it 
because  we  are  both  city  Congressmen,  I  submit  there  are  plenty  of 
people  in  the  Congress  and  in  the  country  who  wouldn't  like  it,  so  I 
am  just  not  sure  that  it  is  altogether  equitable  and  of  course  one  of 
the  things  this  committee  must  concern  itself  with  is  the  equity  of 
taxation. 

Mr.  Collier.  Will  the  gentleman  yield  just  a  minute  ? 
Mr.  Bush.  Yes,  sir. 

Mr.  Collier.  Just  to  make  an  observation  on  this  problem  of  relief 
to  larger  cities,  and  indeed  we  all  understand  what  the  problem  is,  it 
seems  to  me  we  must  also  remember  during  the  last  3  years,  to  be  exact, 
no  segment  of  our  national  picture  has  received  more  assistance  from 
the  Federal  Government  than  this  group.  I  am  not  suggesting  it  is 
necessarily  wrong,  but  some  19  new  programs  to  provide  relief  to  the 
big  cities  and  its  tax  problem  have  been  enacted  into  law. 

At  some  place  there  is  a  breaking  point.  I  think  Ave  all  ought  to 
understand  that.  In  that  same  light  let  me  suggest  that  the  President, 
as  you  well  know,  has  submitted  a  new  budget.  There  is  no  provision 
in  it  for  this  kind  of  program,  and  Congress  is  going  to  be  told  re- 
peatedly this  year  to  hold  the  line  on  the  President's  budget.  I  just 
don't  know  how  you  are  going  to  get  3  pounds  of  waste  out  of  a  pound 
of  fat. 

Mr.  Fraser.  Mr.  Chairman,  may  I  just  respond  briefly. 

I  recognize  the  revenue  problems  this  year  and  T  happen  to  think 
that  this  is  one  of  the  programs  that  ought  to  have  a  fairly  high  prior- 
ity. There  are  a  lot  of  programs  that  our  Government  is  going  to  be 
financing  and  they  all  ought  to  be  looked  at  rather  carefully. 

May  I  just  say,  though,  on  your  other  point  about  all  these  pro- 
grams, all  of  them  are  really  only  aimed  to  help  people  wherever  they 
are  found  whether  in  the  central  cities  or  in  the  rural  areas.  The 
Elementary  and  Secondary  Education  Act  helps  the  poor  child  where- 
ever  he  lives.  The  poverty  program  helps  the  poor  people  wherever 
they  live. 

While  it  is  true  there  is  an  aggregation  of  these  people  in  the  metro- 
politan areas,  I  think  that  is  a  matter  of  happenstance  and  not  one  of 
design  on  anybody's  part. 

Mr.  Collier.  I  am  sure  of  that.  I  made  this  comment  not  as  criti- 
cism, but  rather  as  an  observation,  one  that  we  should  be  cognizant  of 
in  legislating  in  the  future  if  we  wish  to  stay  within  the  realm  of  fiscal 
reason  as  to  what  can  and  cannot  be  done,  desirable  as  these  things 
might  be. 

Mr.  Fraser.  If  I  may  comment,  we  are  spending  about  $70  or  $80 
million  a  day  now  in  Vietnam.  Hopefully,  some  day  that  will  come 
to  a  close. 

Mr.  Collier.  Amen. 

Mr.  Fraser.  At  that  time  there  will  be  released  to  be  turned  back 
either  to  the  taxpayer  or  to  State  and  local  government,  or  through 
federally  sponsored  programs,  a  considerable  amount  of  money,  and 
if  you  in  your  wisdom  don't  think  that  this  kind  of  program  should  be 
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adopted  this  year,  I  hope  at  least  you  will  be  thinking  about  it  when 
the  money  is  available. 

The  Chairman.  Any  further  questions  of  Mr.  Fraser? 

If  not,  again  we  thank  you,  sir. 

Mr.  Fraser.  Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Our  next  witness  today  is  the  Honorable  E.  Y. 
Berry  from  the  State  of  South  Dakota.    You  are  recognized,  sir. 

STATEMENT  OF  HON.  E.  Y.  BERRY,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  SOUTH  DAKOTA 

Mr.  Berry.  Mr.  Chairman,  I  greatly  appreciate  the  opportunity  to 
present  my  views  on  pending  social  security  legislation  to  this  com- 
mittee. As  author  of  a  bill  which  would  provide  immediate  benefit  in- 
creases of  8  percent,  an  automatic  escalator  clause  to  increase  benefits 
to  keep  them  in  line  with  cost-of-living  increases,  and  a  provision  for 
automatic  tax  increases  to  cover  any  new  benefit  costs,  I  am  deeply 
aware  of  the  importance  of  this  legislation.  I  would  like  to  make 
three  main  points  for  this  committee. 

1.  Social  security  programs  have  gone  far  beyond  their  original  scope 
and  cost  to  the  point  where  the  payroll  taxes  are  a  significant  burden. 
This  means,  of  course,  that  the  program  is  far  from  a  quasi-insurance 
program  which  was  the  original  intention.  While  we  are  assisting 
many  elderly  and  disabled  persons,  we  are  on  the  borderline  of  creat- 
ing a  quasi-welfare  program  where  each  American  is  forced  to  par- 
ticipate in  this  program.  Estimates  regarding  the  amount  which  a 
person  might  save  if  he  did  not  have  to  contribute  to  the  program  range 
as  high  as  $65,000  for  a  young  man  who  might  save  each  year  until  he 
is  65  years  of  age.  The  committee  must  realize  the  impact  of  this 
program,  particularly  in  light  of  the  proposals  for  increases. 

2.  Secondly,  I  would  like  to  point  out  a  feature  in  my  bill  which  I 
have  included  to  bring  attention  to  the  fact  that  social  security  is  far 
from  a  "free  ride."  Whenever  the  Secretary  of  the  Treasury,  in  con- 
junction with  the  Secretary  of  Health,  Education,  and  Welfare,  de- 
termines that  the  cost-of-living  escalations  will  not  generate  enough 
new  taxes  to  cover  the  required  higher  benefits,  payroll  taxes  must  be 
immediately  and  automatically  increased. 

3.  Lastly,  I  would  urge  the  committee  to  give  full  consideration  to 
each  of  the  alternative  proposals  which  are  pending  in  the  field  of 
improvements  to  the  social  security  program.  Hopefully,  the  con- 
structive parts  of  many  bills  can  be  incorporated  into  a  solid,  workable 
formula  best  geared  to  our  needs. 

The  Chairman.  Are  there  any  questions  ?  If  not,  thank  you,  Mr. 
Berry,  for  being  with  us  today. 

We  are  pleased  to  have  our  colleague  from  California,  the  Honor- 
able Jerome  R.  Waldie,  with  us  this  morning.    You  are  recognized. 

STATEMENT  OF  HON.  JEROME  R.  WALDIE,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Waldie.  Mr.  Chairman,  I  introduced  H.R.  4283  on  January  31 
of  this  year  to  correct  what  I  feel  is  an  inequity  in  the  Social  Security 
Act  to  cover  the  case  of  one  of  my  constituents  and  others  throughout 
the  United  States. 
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H.R.  4283  will  amend  title  II  of  the  Social  Security  Act  to  permit  a 
woman  to  become  entitled  to  full  wife's  insurance  benefits  after  at- 
taining age  65  even  though  she  became  entitled  to  reduced  old-age 
insurance  benefits  (or  disability  insurance  benefits)  before  attaining 
that  age. 

The  case  in  point  is  one  where  my  constituent  retired  at  the  age  of 
69,  having  paid  in  toward  social  security  4  years  beyond  the  qualified 
age  of  65.  At  that  time  his  wife's  age  was  66.  As  the  social  security 
law  stands  now  the  wife  is  entitled  to  50  percent  of  his  social  security 
benefits,  even  though  she  might  not  have  worked  at  any  time.  How- 
ever, in  this  case  the  wife  contributed  toward  social  security  and  had 
chosen  to  retire  at  62.  Thus,  the  Social  Security  Administration 
states  that  the  wife  is  not  entitled  to  50  percent  of  the  husband's  bene- 
fits, but  only  to  such  benefits  earned  by  herself.  If  the  wife  had  never 
worked,  she  would  receive  50  percent  of  her  husband's  social  security 
bnefits  in  the  normal  course  of  events. 

I  appreciate  the  opportunity  of  having  incorporated  in  the  record 
of  these  hearings  on  the  President's  proposals  for  revision  of  the  social 
security  system  my  statement  in  substantiation  of  my  introduction  of 
H.K.  4283. 

The  Chairman.  We  appreciate  your  coming  to  the  committee,  Mr. 
Waldie.    Are  there  any  questions?    There  are  none.    Thank  you. 

Dr.  Fry.  Dr.  Franklin  Clark  Fry,  president  of  the  Lutheran  Church 
in  America. 

Dr.  Fry,  we  appreciate  having  you  with  us  this  morning.  If  you 
will  identify  yourself  by  giving  us  your  name,  address,  and  capacity 
in  which  you  appear  Ave  will  be  glad  to  recognize  you  for  10  minutes. 

STATEMENT  OF  DR.  FRANKLIN  CLARK  FRY,  PRESIDENT, 
LUTHERAN  CHURCH  IN  AMERICA 

Dr.  Fry.  Thank  you. 

The  Chairman.  Pardon  me,  Dr.  Fry,  just  a  minute.    Mr.  Rhodes. 

Mr.  Rhodes.  Mr.  Chairman,  I  believe  that  we  all  feel  to  be  highly 
honored  by  the  appearance  of  Dr.  Fry  here  this  morning.  Dr.  Fry 
is  not  only  president  of  the  Lutheran  Church  in  America,  but  he  is 
also  the  chairman  of  the  Executive  Committee  of  the  World  Comicil 
of  Churches,  and  I  am  pleased  that  Dr.  Fry  has  come  to  testify  and 
support  legislation  which  I  have  introduced  to  improve  the  coverage 
of  ministers  under  social  security. 

Dr.  Fry.  Thank  you.  Mr.  Chairman,  I  assure  you  that  I  know 
that  the  honor  is  mine  to  appear  before  this  distinguished  committee. 

The  Chairman.  Thank  you,  sir. 

Dr.  Fry.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Franklin  Clark  Fry.  I  am  president  of  the  Lutheran  Church  in 
America  which,  for  the  record,  has  a  membership  of  3.2  million  per- 
sons. I  am  appearing  today  to  testify  on  behalf  of  our  church's  board 
of  pensions  through  which  it  provides  pensions,  death  benefits,  and 
health  benefits  to  some  6,500  ministers  and  their  dependents. 

I  appreciate  this  opportunity  to  testify  on  social  security  and  in  so 
doing,  to  state  my  strong  support,  and  that  of  the  Board  of  Pensions 
of  the  Lutheran  Church  in  America,  for  H.R.  5940  introduced  by  Mr. 
Rhodes  of  this  committee. 
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The  effect  of  this  bill  would  be  that  all  ministerial  service  would  be 
automatically  covered  under  social  security  unless  an  individual  min- 
ister elects  to  be  exempt  on  grounds  of  conscientious  objection  to  public 
or  governmental  insurance.  That,  in  my  opinion,  would  place  such 
coverage  on  a  much  more  adequate  and  equitable  basis  than  now 
prevails. 

When  social  security  coverage  for  ministers  was  first  proposed  in 
the  mid-1950's,  the  administration  recommended  an  employee-em- 
ployee basis  similar  to  that  applicable  to  lay  employees  of  churches. 
That  proposal  met  with  vigorous  opposition  arising  out  of  many 
denominations.  Some  stated  that  they  believed  that  ministers  ought 
not  to  be  regarded  as  "employees."  Others  wanted  to  avoid  a  situa- 
tion in  which  a  minister  who  opposed  coverage  on  grounds  of  con- 
science because  of  the  "separation  of  church  and  state"  principle  would 
be  compulsorily  covered  if  he  accepted  a  call  to  a  church  that  had  pre- 
viously elected  coverage  for  its  minister. 

Accordingly,  a  revised  basis  was  adopted  by  Congress  that  served 
to  satisfy  almost  all,  if  not  completely  all,  parties.  Under  the  basis 
which  is  currently  in  effect,  each  minister  makes  an  irrevocable  elec- 
tion whether  to  participate,  and  if  he  opts  to  participate,  this  election 
is  on  the  self-employed  basis. 

In  order  to  safeguard  the  system  against  antiselection,  the  minister 
must  make  the  election  within  2  years  after  ordination  (or,  for  existing 
ministers,  within  2  years  of  the  date  when  coverage  was  first  possible) . 
Because  in  the  past,  many  ministers  for  one  reason  or  another,  failed 
to  meet  the  deadline,  it  has  been  extended  three  times  by  legislation. 

At  present,  however,  coverage  is  available  only  for  newly  ordained 
ministers. 

Although  this  coverage  basis  has  worked  out  reasonably  well,  it  has 
not  been  wholly  satisfactory.  In  the  aggregate,  about  75  percent  of 
all  ministers  have  availed  themselves  of  the  opportunity  of  social 
security  coverage.  That  percentage  however,  needs  some  interpreta- 
tion. 

It  is  somewhat  misleading,  because  the  proportion  of  those  electing 
coverage  has  been  about  95  percent  among  older  ministers,  but  only 
about  60  percent  for  younger  ones. 

As  a  result,  over  the  long  run,  the  proportion  of  ministers  who  are 
covered  may  well  drop  to  only  50  percent. 

Why  are  so  comparatively  few  of  the  younger  ministers  covered 
under  social  security?  Various  surveys  have  been  made,  which  in- 
dicate that  two  major  reasons  exist  for  failing  to  elect  coverage.  The 
first  reason  is  financial — a  belief  that  a  better-protection  buy  can  be 
obtained  elsewhere,  or  a  desire  to  spend  less  money  currently. 

The  second  reason  is  political — a  personal  dislike  of  social  security 
and  other  governmentally  sponsored  welfare  programs. 

Undoubtedly,  too,  many  young  ministers  have  not  elected  coverage 
within  the  2-year  period  required  because  they  have  not  carefully 
looked  ahead  at  their  long-distant  future  needs  for  social  security 
protection.  Only  a  small  minority  have  not  elected  coverage  on 
grounds  of  conscience. 

The  revised  basis  in  H.R.  5940  is  premised  on  the  underlying  princi- 
ple that  social  security  coverage  is  desirable  for  ministers  just  as  it  is 
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for  the  employed  members  of  their  congregations  who  are  compulsorily 
covered. 

In  my  view,  the  financial  and  political  arguments  which  some  minis- 
ters advance  against  being  covered  have  no  validity  as  a  basis  for  the 
exemption  of  ministers  from  compulsory  coverage,  since  these  same 
arguments  would  apply  equally  to  lay  members  of  congregations  who 
are  not  allowed  to  elect  out  of  coverage  on  those  grounds. 

Nor  can  ministers  argue  validly  for  special  treatment  on  grounds  of 
religious  conscience.  In  any  event,  the  revised  coverage  basis  con- 
tained in  the  bill  meets  this  point  fully. 

The  bill  provides  that  all  ministers  are  to  be  covered  unless  they 
apply  for  exemption  on  the  grounds  of  conscience  based  on  religious 
principles.  Coverage  would,  of  course,  continue  automatically  for 
those  who  are  now  covered  by  virtue  of  having  previously  filed  a 
waiver. 

For  ministers  not  now  covered  by  social  security  and  for  those  or- 
dained in  the  future,  coverage  would  be  automatic  unless,  within  a 
2-year  period,  they  file  an  application  for  exemption.  This  procedure 
as  to  exemption  follows  the  precedent  of  the  so-called  Amish  provision 
in  the  1965  act.  The  present  exemption  of  ministers  and  members 
of  religious  orders  who  have  taken  a  vow  of  poverty  would  be  con- 
tinued. 

The  proposed  basis  should  have  general  appeal  since  it  accomplishes 
what  was  originally  intended — to  give  the  special  privilege  of  exemp- 
tion from  social  security  only  to  those  who  are  conscientiously  op- 
posed thereto  on  religious  grounds.  The  result  would  be  to  assure 
much-needed  social  security  protection  to  the  vast  majority  of  minis- 
ters. 

The  fact  that  ministers  must  continue  to  pay  the  self-employed  rate 
need  not  be  a  serious  deterrent.  Many  congregations  are  now  indi- 
rectly paying  part  or  all  of  the  minister's  social  security  contribu- 
tion through  an  increase  in  his  salary  intended  for  that  purpose. 

Furthermore,  Congress  has  recognized  the  financial  burden  of  the 
self-employed  under  the  original  "1%  times  the  employee  rate"  basis 
by  setting  a  7-percent  ceiling  on  the  self-employed  rate  for  the  cash 
benefits  and  by  having  the  self-employed  pay  the  same  rate  as  the  em- 
ployee for  hospital  benefits. 

I  hope  and  anticipate  that  there  will  be  little,  if  any,  opposition  to 
the  proposal  contained  in  ELR.  5940.  I  am  informed  that  copies  of 
the  bill  have  been  furnished  to  the  proper  church  authorities  operating 
all  the  denominational  pension  plans. 

Undoubtedly,  the  committee  will  be  given  the  views  of  many  of 
them.  I  trust  that  the  comments  will  all  be  favorable  to  Mr.  Rhodes' 
bill,  and  I  hope  that  the  committee  will  incorporate  it  in  any  social 
security  legislation  that  is  reported  out. 

Such  action  will,  in  my  judgment,  be  highly  beneficial  to  ministers 
and  their  families  by  providing  them  with  an  excellent  package  of  re- 
tirement, disability,  survivor  and  health  benefits,  through  the  combina- 
tion of  social  security  and  denominational  pension  plans. 

It  is  my  view  and  that  of  the  board  of  pensions  of  the  Lutheran 
Church  in  America,  for  which  I  speak,  that  this  measure  will  strength- 
en the  social  security  program  and  is  in  the  national  interest. 
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Thank  you,  sir. 

The  Chairman.  Dr.  Fry,  we  appreciate  very  much  your  bringing 
to  the  committee  your  thoughts  with  respect  to  this  matter  and  that 
of  your  board. 

Any  questions  of  Dr.  Fry  ?  Mr.  Schneebeli. 

Mr.  Schneebeli.  Dr.  Fry,  does  it  seem  a  little  inequitable  to  you 
that  ministers  and  the  farmers  and  self-employed  generally  until 
sometime  in  the  1970's  will  be  paying  50  percent  more  than  high  sal- 
aried employees  such  as  the  president  of  General  Motors  and  even  after 
1972  will  still  be  paying  40  percent  more  than  the  employee  group? 
Does  this  seem  to  you  to  be  fair  ? 

Dr.  Fry.  Really  I  have  never  been  greatly  troubled  by  the  per- 
centage charged  to  the  president  of  General  Motors  since  I  hadn't  been 
a  ware  of  it,  to  tell  you  the  truth. 

Mr.  Schneebeli.  I  say  ministers  pay  50  percent  more  into  social 
security  than  does  the  president  of  General  Motors. 

Dr.  Fry.  They  do? 

Mr.  Schneebeli.  Yes.   Does  this  seem  a  little  unfair  to  you? 
Dr.  Fry.  Does  the  fact  that  they  are  on  a  self-employed  basis  seem 
unfair  to  me  ? 

Mr.  Schneebeli.  The  fact  that  they  have  to  pay  50  percent  into 
social  security  to  get  the  same  benefits. 

Dr.  Fry.  In  order  to  be  on  the  self-employed  basis  they  have  to 
pay  50  percent  more  and  I  would  say  that  it  is  well  worth  paying  the 
50  percent  more  to  be  on  the  self-employed  basis. 

Mr.  Schneebeli.  You  mean  merely  to  have  that  privilege  of  being 
on  a  self-employed  basis  ? 

Dr.  Fry.  Because  there  are  various  principles  involved.  Allusion 
has  been  made  in  my  brief  statement  to  the  separation  of  church-and- 
state  issue.  I  think  the  church-and-state  issue  is  not  involved  at  all  if 
ministers  are  treated  on  a  self-employed  basis.  I  think  it  could  very 
well  be  considered  involved  if  they  were  taxed  as  employees  and  their 
employing  congregation  were  taxed. 

Mr.  Schneebeli.  That  is  all. 

The  Chairman.  Mr.  Collier. 

Mr.  Collier.  Dr.  Fry,  just  one  question.  You  say  one  of  the  ad- 
vantages of  being  self-employed  of  course  is  that  you  "are  in  no  manner 
conflicting  with  the  so-called  separation  of  church  and  state? 

Now,  if  you  have  a  Government  program,  such  as  this  is,  wherein  it 
would  be  compulsory,  do  you  not  construe  this  in  some  respect  to  re- 
move this  advantage  that  you  refer  to  of  separation  of  church  and 
state  ? 

Because  it  becomes  compulsory,  then  you  have  a  little  different  situ- 
ation it  seems  to  me  than  when  it  is  voluntary. 

Dr.  Fry.  This  bill  does  not,  of  course,  provide  compulsory  coverage 
for  ministers  who  object  on  grounds  or  conscience.  I  would  very 
strongly  express  my  personal  view,  speaking  now  only  for  F.  C.  Fry, 
that  it  is  highly  desirable  for  ministers  to  be  on  a  self-employed  basis 
in  order  to  avoid  the  situation  in  which  the  Government  would  be  tax- 
ing a  congregation  of  believers  for  the  services  of  a  minister. 

I  was  one  of  those  who  in  the  first  stages  of  this  discussion  in  the 
midfif ties  opposed  the  coverage  of  ministers  in  social  security.  I  gave 
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an  address  to  the  Church  Pensions  Conference  in  that  direction  in 
those  days  because  of  the  church-state  issue,  but  as  soon  as  the  self- 
employed  basis  was  suggested  by  the  Congress  I  embraced  it  heartily 
becaue  I  think  that  eliminates  any  posible  implication  of  church-state 
issues  in  this  matter. 

Mr.  Collier.  Even  though  it  is  compulsory  and  there  is  no  ready 
choice  on  the  part  of  ministers. 

Dr.  Fry.  I  find  no  infringement  on  the  rights  of  the  church. 

Mr.  Collier.  Thank  you. 

Dr.  Fry.  The  infringement  would  begin,  let  me  repeat,  only  if 
the  State  gets  to  the  point  of  taxing  congregations  for  the  privilege  of 
being  served  in  a  spiritual  way. 

The  Chairman.  Mr.  Battin. 

Mr.  Battin.  Dr.  Fry,  let  me  compliment  you  on  your  concise  state- 
ment and  your  responses  to  questions  so  far  to  the  Members  of  Con- 
gress. I  was  interested  on  page  2  of  your  statement  that  why  some  of 
the  younger  ministers  did  not  want  to  go  into  the  program  was,  for 
the  first  reason,  financial. 

Dr.  Fry.  That  is  right. 

Mr.  Battin.  And  a  belief  that  they  could  buy  better  protection  else- 
where. Based  on  that,  has  the  church  done  anything  as  far  as  papers 
or  discussions  trying  to  overcome  this  or  any  other  objection  to  it  ? 

Dr.  Fry.  Yes,  sir.  Speaking  in  behalf  of  the  boards  of  pensions 
of  the  Lutheran  Church  in  America,  we  work  very  hard  to  overcome 
such  objection.  There  has  been  constant  advocacy  on  the  part  of  the 
board  in  personal  conference  and  in  immeasurable  correspondence  to 
try  to  persuade  people  to  come  into  social  security. 

Mr.  Battin.  I  know  your  Mr.  Lund  and  I  know  his  power  of  per- 
suasion. How  will  this  affect  the  present  pensions  that  are  set  up  by 
the  church  ? 

Dr.  Fry.  Our  whole  pension  system,  which  is  I  suppose  at  least 
average  for  Christian  denominations,  contemplates  a  man  being  in  so- 
cial security,  and  it  disturbs  us  greatly  that  many  men  may  come  to 
the  end  of  their  service  without  adequate  income  because  of  failure 
to  opt  into  social  security. 

That,  incidentally,  would  be  a  source  of  embarrassment  to  the 
church  at  that  stage  because  they  might  come  back  to  the  church  with 
a  compassionate  plea,  which  we  could  hardly  grant  in  fairness  to  those 
who  have  contributed  all  along  for  their  social  security  benefits. 

We  believe  that  for  a  man  to  get  something  that  would  be  a  reason- 
able retirement  allowance  it  will  be  necessary  to  combine  the  income 
from  social  security  with  the  income  from  our  pension  plan  which  is 
adjusted  to  fit  social  security  at  every  point. 

Mr.  Battin.  I  see  that  the  church  retirement  pension  program  does 
contemplate  supplementation  from  either  a  person's  own  private  plan 
or  social  security. 

Dr.  Fry.  It  does  definitely.  There  is  no  pretension  on  the  part  of 
the  church  plan  that  it  will  provide  enough  for  a  man  to  live  really 
comfortably. 

The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  Dr.  Fry,  I  appreciate  your  constructive  statement. 
I  know  you  are  speaking  for  the  Board  of  Pensions  of  the  Lutheran 
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Church  in  America,  but  it  has  been  indicated  here  that  you  are  also 
active  on  the  Council  of  Churches,  is  that  right  ? 

Dr.  Fry.  That  was  mentioned,  yes,  by  Mr.  Rhodes,  and  it  is  the 
t  ruth.    I,  however,  did  not  premise  my  statement  on  that. 

Mr.  Ullman.  No,  I  understand  that,  but  in  your  experience  with 
the  other  churches  I  know  that  this  issue  must  have  come  up. 

Dr.  Fry.  Oh,  yes. 

Mr.  Ullman.  Do  you  know  anything  about  the  opinion  of  the  min- 
isters in  the  other  various  churches  ? 

Dr.  Fry.  I  believe  I  do,  sir.  Let  me  say  in  clarification  that  my 
official  connection  is  with  the  World  Council  of  Churches,  not  with 
the  National  Council,  which  are  quite  separate  entities  and,  of  course, 
pensions  are  not  a  subject  normally  before  the  World  Council  of 
Churches,  but  I  do  know  of  personal  knowledge  that  the  church  pen- 
sion authorities  of  the  various  denominations  who  gather  together 
in  the  Church  Pensions  Conference  regularly  are  unanimously  or  all 
but  unanimously  in  favor  of  this  movement. 

Other  denominations  find  themselves  in  the  same  situation  and  the 
same  predicament  in  which  we  find  ourselves. 

Mr.  Ullman.  I  am  glad  to  hear  that.  I  think  this  is  important  for 
this  committee  to  know  the  feelings  of  the  other  churches  and  the 
other  boards  of  pensions  on  this  matter. 

Dr.  Fry.  Of  course.  We  are  just  a  small  fraction.  For  that  reason 
I  made  reference  to  the  fact  that  our  argument  is  being  furnished  to 
the  other  church  authorities  and  of  course  Mr.  Rhodes'  bill  certainly 
is  in  their  hands  and  we  anticipate  that  they  also  will  be  filing  state- 
ments of  one  kind  or  another  in  many  cases,  although  some  of  them 
may  think  that  my  appearance  here  represents  them  too,  which  I  do 
not  myself  presume  to  do. 

Mr.  Ullman.  Yes.  You  have  made  a  very  fine  case  and  I  am  very 
much  intrigued  with  your  solution  to  the  problem  and  I  would  hope 
that  we  could  resolve  it. 

Dr.  Fry.  Thank  you. 

Mr.  Ullman.  Thank  you. 

The  Chairman.  Any  further  questions  ? 

Thank  you  again,  Doctor. 

Dr.  Fry.  You  have  been  very  courteous,  sir. 

The  Chairman.  Thank  you,  sir.  Our  next  witness,  Dr.  Ralph 
Wedgwood,  will  be  introduced  by  our  colleague  from  Washington, 
the  Honorable  Brock  Adams.  We  appreciate  having  you  with  us 
this  morning,  Mr.  Adams,  and  you  are  recognized. 

STATEMENT  OF  HON.  BROCK  ADAMS,  A  REPRESENTATIVE  IN  CON- 
GRESS FROM  THE  STATE  OF  WASHINGTON 

Mr.  Adams.  Thank  you,  Mr.  Chairman.  It  is  a  great  pleasure, 
Mr.  Chairman  and  members  of  the  committee,  to  introduce  Dr.  Ralph 
Wedgwood  on  behalf  of  myself  and  Congressman  Pelly.  Dr.  Wedg- 
wood is  the  head  of  the  Pediatrics  Department  of  the  University  of 
Washington  which  is  located  in  Seattle,  but  this  morning  he  comes  to 
you  as  a  member  of  the  American  Academy  of  Pediatrics,  as  the  presi- 
dent of  the  Association  of  Medical  School  Pediatric  Department 
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Chairmen,  who  are  the  heads  of  the  departments  of  pediatrics  through- 
out the  United  States,  on  behalf  of  the  Society  for  Pediatrics  Research 
and  on  behalf  of  the  Association  of  the  Schools  of  Pediatrics. 

In  other  words,  he  covers  the  broad  spectrum  of  children's  medicine, 
and  this  morning,  Mr.  Chairman  and  members  of  the  committee,  I 
have  asked  him  to  summarize  his  statement  so  that  you  might  question 
him  because  he  is  going  to  speak  to  the  subject  that  there  were  some 
questions  on  earlier;  namely,  infant  mortality  and  the  crisis  in  man- 
power that  has  developed  among  the  doctors  and  allied  health  profes- 
sions that  are  handling  children's  problems,  so  I  give  you  Dr.  Wedg- 
wood.   Thank  you. 

The  Chairman.  We  appreciate  your  coming  to  the  committee,  Mr. 
Adams,  and  we  appreciate  you,  Dr.  Wedgwood,  being  here,  and  you 
are  recognized,  sir.  If  you  do  summarize  your  statement  do  so  with 
the  full  knowledge  that  your  entire  statement  and  the  materials  ap- 
pended to  it  will  be  made  a  part  of  the  record. 

STATEMENT  OF  DR.  RALPH  WEDGWOOD  ON  BEHALF  OF  THE  AS- 
SOCIATION OF  MEDICAL  SCHOOL  PEDIATRIC  DEPARTMENT 
CHAIRMEN,  AMERICAN  ACADEMY  OF  PEDIATRICS,  AMERICAN 
PEDIATRIC  SOCIETY,  AND  THE  SOCIETY  FOR  PEDIATRIC 
RESEARCH 

Dr.  Wedgwood.  Thank  you,  Mr.  Chairman. 
The  Chairman.  You  are  recognized. 

Dr.  Wedgwood.  Mr.  Chairman  and  members  of  the  committee,  I  am 
greatly  honored  and  appreciative  of  the  opportunity  to  appear  before 
you.  I  think  that  the  statement  I  make  can  be  considered  to  represent 
the  opinion  of  pediatrics  in  the  United  States. 

The  Chairman.  Incidentally,  we  appreciate  very  much  your  bring- 
ing together  in  one  statement  the  views  of  the  many  groups  that  are 
listed  in  support  of  your  views. 


to  support  sections  of  H.R.  5710  in  title  III,  sections  303,  305,  and  306, 
and  lend  general  support  to  those  sections  designated  in  title  II,  part  3, 
sections  235,  and  237,  and  title  III,  sections  301,  302,  and  304. 

In  summarizing  I  would  like  to  make  certain  highlights  first  con- 
cerning the  state  of  child  health  in  the  Nation.  I  think  it  is  true  that 
we  have  little  caase  to  be  proud  of  the  state  of  child  health  in  our 
Nation  today.  The  health  survey  of  1963-64  indicated  that  over  half 
of  those  children  under  the  age  of  6  and  over  two-thirds  of  those  chil- 
dren between  the  ages  of  6  and  16  had  not  seen  a  physician  in  the  year 
prior  to  the  survey. 

The  high  rejection  rates  for  disability  at  induction  centers  for 
selective  service  is  another  indicator.  And  the  results  of  the  physical 
examinations  for  Operation  Headstart  further  identify  the  poor  state 
of  child  health. 

Of  specific  concern  perhaps  might  be  the  appallingly  high  infant 
mortality  rates  in  our  Nation.  The  infant  mortality  rates  in  our 
Nation  are  widely  varied.  In  some  sections  which  can  be  identified 
by  poverty,  by  young  mothers,  by  high  birth  rates,  and  by  high  prema- 
turity rates,  the  infant  mortality  figures  are  three  times  those  of  the 
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national  average  and  four  times  or  more  those  of  the  more  fortunate 
segments  of  society. 

In  the  10  years  between  1954  and  1963  other  nations,  not  all  as 
affluent  as  ours,  decreased  their  infant  mortality  rates  by  25,  30,  and 
40  percent,  the  United  States  by  only  5  percent.  "  The  infant  mortality 
rates  are,  I  believe,  a  national  disgrace  and,  indeed,  the  state  of  child 
health  is  scarcely  concordant  with  either  our  high  standards  of  liv- 
ing or  our  knowledged  excellence  in  medical  science. 

You  gentlemen  have  passed  in  the  past  few  years  extraordinarily  fine 
legislation  to  attempt  to  ameliorate  the  state  of  child  health  in  the 
Nation  and  I  think  we  all  have  admiration  for  your  efforts  on  its 
behalf,  but  I  would  like  to  turn  my  attention  to  those  who  must  provide 
the  child  health  services. 

The  child  health  manpower  crisis :  In  the  attachment,  page  A-4  of 
my  statement,  I  have  a  table  which  indicates  the  ratio  between  phy- 
sicians providing  child  health  services  and  the  child  population  in  the 
United  States  with  projections  to  1980. 

The  ratio  between  the  years  1940  and  1960  dropped  from  336  to  146. 
If  current  trends  continue,  by  1980  the  ratio  will  have  dropped  to  68 
child  health  physicians  per  100,000  of  children  in  our  population,  a 
fivefold  decrease  from  that  existing  before  the  war;  and  this  decrease 
in  the  face  of  the  fact  that  even  at  the  present  ratio  we  consider  the  pro- 
vision of  child  health  to  be  inadequate. 

From  these  calculations  one  can  estimate  that  to  maintain  the  cur- 
rent ratios  by  1980  we  will  need  to  train  an  additional  59,000  physi- 
cians, more  than  half  of  the  output  of  all  of  the  medical  schools  in  the 
United  States  today. 

Now,  it  is  manifestly  impossible  to  fill  this  manpower  gap  solely 
with  physicians.  We  must  have  reorganization  and  increasing  atten- 
tion to  professionalization  of  provision  of  health  care  for  children. 
The  pediatric  departments  in  the  United  States  are  involved  in  pro- 
viding the  education  for  pediatricians,  child  health  physicans,  the 
general  practitioners  or  family  physicians,  and  for  the  child  health 
education  of  all  of  the  other  medical  specialists  that  provide  child 
health  services  and  in  part  for  the  training  of  the  allied  health  profes- 
sions that  also  provide  such  services. 

For  this  reason  we  have  been  looking  at  the  ability  of  the  pediatric 
departments  in  the  Nation  to  respond  to  this  challenge  to  provide  the 
manpower  to  meet  the  needs  of  children  today  and,  gentlemen,  the 
pediatric  departments  are  seriously  concerned  with  their  possible 
inability  to  respond  to  this  challenge. 

They  lack  facilities,  they  lack  manpower,  and  they  lack  funds  to 
fulfill  this  need.  We  are  attempting  to  derive  the  necessary  data 
through  an  inventory  of  departments  to  substantiate  the  needs  for 
manpower  training.  Preliminary  data  indicate  that  possibly  only 
one  in  10  departments  of  the  90  in  the  United  States  are  strong  enough 
and  have  sufficient  flexibility  to  really  man  new  programs  or  to  in- 
novate creative  new  techniques  for  the  provision  of  comprehensive 
community  child  health  care.  Half  are  perhaps  strong  enough  for 
existing  training  function. 

The  remainder  are  weak  and  would  have  serious  difficulty.  Indeed 
some  have  serious  difficulty  in  holding  their  heads  above  water  at  the 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


1173 


present  time.  The  situation  is  extremely  serious  and  I  urge  you  not  to 
underestimate  it.  I  believe  that  the  situation  is  made  even  more  acute 
by  recent  legislation  in  the  areas  of  heart,  cancer,  and  stroke,  the 
regional  medical  program,  and  in  implementation  of  medicare  for  the 
aged  because  such  programs  are  pre-empting  attention,  space,  and 
matching  funds  within  the  schools  of  medicine  and  are  drawing  em- 
phasis away  from  the  areas  of  child  health  care. 

For  this  reason  if  we  are  to  preserve  the  training  potential  of  the 
pediatric  departments,  who  currently  train  the  majority  of  child 
health  physicians  and  family  physicians  for  child  health  within  the 
United  States,  we  need  to  find  some  way  to  support  them,  to  strengthen 
them,  so  that  they  can  accomplish  their  job. 

The  associations  which  I  represent  today  have  made  resolutions 
and  recommendations  which  are  summarized  in  my  statement  on  page 
3  and  which  I  would  like  to  amplify. 

First,  we  feel,  to  strengthen  and  expand  clinical  training  programs 
to  balance  the  research  effort  which  has  occurred  in  medical  schools, 
that  funds  need  to  be  directly  allocated  to  medical  schools  for  depart- 
ments of  pediatrics  for  the  purposes  of  strengthening  and  expanding 
clinical  training  programs  for  the  provision  of  personnel  for  compre- 
hensive community  child  health  care. 

Obviously  a  formula  matching  basis  would  be  appropriate. 

Second,  to  increase  the  numbers  and  quality  of  pediatricians  and 
child  health  physicians  and  to  emphasize  the  specific  qualities  needed 
for  comprehensive  child  health  care  that  we  should  find  some  means 
of  funding  what  are  known  as  residency  training  or  clinical  training 
programs  for  physicians,  and  such  are  incorporated  in  section  305  of 
title  III  of  H.R.  5710. 

Finally,  the  lag  period  between  the  initiation  of  a  program  to  train 
physicians  and  the  delivery  of  physicians  for  the  consumer  market  is 
long.  To  provide  appropriate  training  we  are  in  desperate  need  of 
appropriate  facilities  of  teaching  and  research  in  innovative  tech- 
niques for  the  provision  of  coordinated  community  child  health  care, 
and  we  strongly  recommend  consideration  of  funding  of  such  facilities. 

Specifically,  title  III,  section  305,  broadens  the  language  of  the  Social 
Security  Act,  section  516,  title  V,  which  would  allow  funding  for 
residency  training  and  we  support  it  fully. 

Section  303  extends,  expands,  and  increases,  authorization  for  the 
maternal  and  infant  care  programs  and  in  doing  so  would  provide 
the  opportunity  for  institutions  of  higher  learning  to  participate  in 
these  programs  and  so  strengthen  their  teaching  and  clinical  training. 

Title  III,  section  306,  broadens  the  language  of  the  authorization 
to  extend  the  range  of  health  care  research,  which  is  crucially  needed 
to  find  the  types  of  manpower  that  will  be  necessary  to  provide  good 
child  health  care  for  the  children  of  the  Nation,  and  we  support  it 

The  remaining  amendments  to  title  V  pertinent  to  child  health 
are  for  general  improvement  of  child  health  in  the  Nation  and  would 
receive  our  general  support. 

Accordingly,  Mr.  Chairman,  we,  therefore,  urge  the  approval  of 
these  amendments  and  their  appropriate  funding  to  meet  the  needs  of 
child  health,  for  while  these  amendments  are  not  in  themselves  a  com- 
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plete  or  sufficient  solution  to  the  crisis  in  child  health  manpower  train- 
ing, they  will  significantly  increase  the  numbers  of  persons  being 
trained  and  we  feel  represent  a  Aery  major  legislative  advance.  We 
believe  approval  of  these  amendments  and  indeed  implementation  of 
the  other  resolutions  I  have  described  is  amply  justified  by  the  cur- 
rent critical  child  health  manpower  shortage  and  the  very  urgent 
public  need. 
I  thank  you. 

(The  statement  referred  to  follows :) 

Statement  of  Ralph  J.  Wedgwood,  M.D.,  Fellow,  American  Academy  of 
Pediatrics,  President,  Association  of  Medical  School  Pediatric  Depart- 
ment Chairmen 

I  am  grateful  for  the  opportunity  to  appear  before  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives. 

My  name  is  Ralph  J.  Wedgwood.  I  live  at  3717  41st  Avenue  X.E.,  Seattle, 
Washington,  98105.  I  am  Professor  and  Chairman  of  the  Department  of  Pediat- 
rics at  the  University  of  Washington  School  of  Medicine,  Seattle,  Washington. 
I  am  also  President  of  the  Association  of  Medical  School  Pediatric  Department 
Chairmen,  and  a  Fellow  of  the  American  Academy  of  Pediatrics. 

ORGANIZATIONS  REPRESENTED 

I  have  been  designated  to  represent  both  the  Association  of  Medical  School 
Pediatric  Department  Chairmen  and  the  American  Academy  of  Pediatrics.  The 
Association  of  Medical  School  Pediatric  Department  Chairmen  has  as  member- 
ship the  chairmen  of  all  medical  school  pediatric  departments  in  the  United 
States.  The  American  Academy  of  Pediatrics  has  as  membership  approximately 
ninety-six  hundred  pediatricians  certified  by  the  American  Board  of  Pediatrics 
and  includes  the  majority  of  pediatricians  practicing  within  the  United  States. 

The  statement  therefore  is  on  behalf  of  both  those  who  have  the  responsibility 
for  teaching  and  training  in  children's  medicine,  at  undergraduate  and  graduate 
level,  of  family  physicians,  pediatricians  and  allied  health  professions,  and  in 
addition  those  who  have  responsibility  for  providing  child  health  care — the 
practicing  pediatricians.  I  append  as  attachments  A  and  B,  statements  concern- 
ing child  health,  manpower  and  manpower  training  from  both  organizations,  and 
statements  of  the  general  objectives  and  membership  of  the  two  organizations. 

This  statement  is  to  support  specifically  the  proposed  amendments  to  Title  V 
of  the  Social  Security  Act  in  Bill  H.R.  5710,  designated  in  Title  III,  Sections 
303,  305,  and  306.  The  statement  also  lends  general  endorsement  to  those  sec- 
tions designated  in  Title  II,  Part  3,  Sections  235  and  237,  and  Title  III,  Sections 
301,  302,  and  304.  We  believe  these  sections,  which  pertain  to  child  health  care, 
can  significantly  improve  the  health  of  children  thus :  by  making  health  care 
more  available,  by  support  of  health  care  research  for  the  development  of  innova- 
tive techniques,  and  by  support  to  increase  training  of  child  health  care  personnel 
to  meet  our  current  critical  manpower  crisis. 

The  organizations  which  I  represent  believe  that  these  amendments  represent 
one  of  the  steps  required  to  provide  the  health  manpower  to  meet  the  present 
public  need. 

We  consider  that  the  critical  child  health  manpower  shortage  is  currently  the 
crucial  issue  in  any  consideration  of  meeting  our  child  health  care  needs. 

BACKGROUND 

We  are  greatly  concerned  with  the  state  of  child  health  in  our  Nation — con- 
cerns explicitly  voiced  also  by  President  Johnson  in  his  Special  Message  to  Con- 
gress on  Children  and  Youth.  The  President  stated,  ".  .  .  our  public  health  rec- 
ord for  children  gives  us  little  cause  for  complacency.  .  .  ."  The  excessively  high 
infant  mortality  rates  in  the  United  States,  for  example,  are  discordant  with  our 
acknowledged  excellence  in  medical  science  and  our  high  standard  of  living. 
They  are  a  National  disgrace.  Additional  information  on  the  poor  state  of  child 
health  is  given  in  attachment  A,  page  A-3. 
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As  the  President  further  noted,  "Our  whole  society  pays  a  toll  for  the  unhealthy 
and  crippled  children  who  go  without  medical  care.  .  .  ." 

These  are  our  concerns  as  educators  of  child  health  physicians  and  allied  pro- 
fessionals, and  as  providers  of  such  health  services. 

We  are  additionally  concerned  with  the  serious,  indeed  critical,  manpower 
crisis  for  personnel  to  provide  comprehensive  community  child  health  care.  The 
child  health  manpower  crisis  is  detailed  in  attachment  A,  pages  A-3  to  A-5.  To 
fill  the  manpower  gap,  reorganization  and  innovation  in  the  provision  of  child 
health  services  and  the  development  of  more  and  different  types  of  child  health 
personnel  to  multiply  the  effectiveness  of  pediatricians  in  the  provision  of  health 
care  to  children  are  clearly  needed.  We  fully  endorse  the  development  of  a  va- 
riety of  new  and  different  techniques  to  extend  health  care  to  all  children.  It  is 
also,  however,  equally  clear  that  whatever  innovations  occur,  whatever  changes 
are  made,  we  must  also  in  the  immediate  future  improve  and  expand  the  train- 
ing of  pediatricians  in  order  to  increase  physician  manpower  for  this  important 
goal. 

The  pediatric  departments  are  concerned  that  they  may  be  unable  to  expand 
their  programs  to  increase  the  numbers  of  professionals  to  be  trained.  They  lack 
funds,  facilities  and  personnel.  Indeed,  the  serious  difficulties  of  pediatric  de- 
partments (which  are  described  in  attachment  A,  pages  A-5  and  A-6)  should  not 
be  underestimated.  A  great  many  pediatric  departments  are  already  overex- 
tended in  their  duties.  Only  a  few  departments  are  sufficiently  strong  to  man 
major  new  programs  for  innovative  techniques  of  extended  and  expanded  train- 
ing in  comprehensive  community  child  health  care.  Many  departments  are  so 
insufficiently  supported  as  to  make  it  impossible  for  them,  in  spite  of  their  concern 
and  serious  desire,  to  contribute  in  the  way  that  they  would  wish  to  this  im- 
portant goal. 

These  concerns  are  also  shared  by  the  American  Academy  of  Pediatrics.  Evi- 
dence of  such  interest  is  reflected  by  the  continuing  examination  of  pediatric 
training  begun  over  fifteen  years  ago,  and  identified  in  the  cooperative  study  of 
Pediatric  Research,  Education  and  Practice  (1964-66),  and  by  the  Pediatric 
Manpower  Training  Project  which  is  currently  conducting  an  inventory  of  pedi- 
atric department  training  resources. 

The  information  available  leaves  little  doubt  that  the  situation  concerning 
pediatric  manpower  training  resources  is  very  serious,  and  that  urgent  action 
is  needed  to  strengthen  these  resources  so  that  the  needed  increased  numbers  of 
child  health  professionals  can  be  trained  to  fill  the  manpower  gap. 

RECOMMENDATIONS 

Reviewing  these  critical  issues,  both  organizations  have  independently  ap- 
proved position  statements  which,  while  slightly  different  in  phraseology,  are 
similar  in  content.  The  individual  recommendations  of  the  two  organizations 
are  provided  in  attachment  A,  pages  A-6  and  A-7,  and  attachment  B,  pages  B-l 
and  B-2.  The  recommendations  can  be  summarized  as  : 

1.  Study  of  the  expanding  manpower  needs  for  improvement  of  children's 
health  services  so  that  appropriate  recommendations  can  be  made  to  increase 
effectiveness. 

2.  Support  of  clinical  residency  training  programs  to  increase  the  numbers 
of  adequately  trained  physicians  (and  allied  health  professions)  needed  to 
provide  child  health  services. 

3.  Support  for  pediatric  departments  to  enable  them  to  strengthen  and 
expand  their  clinical  training  programs ;  to  encourage  innovation  in  tech- 
niques for  the  provision  of  child  health  care  and  to  develop  needed  leader- 
ship personnel  for  comprehensive  community  child  health  care  programs. 

4.  Support  for  construction  of  needed  teaching  and  research  facilities  for 
comprehensive  community  child  health  care;  facilities  are  currently  inade- 
quate for  this  purpose. 

5.  Development  of  a  variety  of  approaches  for  multiplying  the  effective- 
ness of  pediatricians  in  the  delivery  of  comprehensive  child  health  care  serv- 
ices through  new  types  of  child  health  personnel. 

SUPPORT  FOR  H.R.  5710 

This  bill  to  amend  the  Social  Security  Act  contains  several  sections  which 
should  improve  child  health  care.  The  amendments  would  represent  one  step  in 
the  implementation  of  the  recommendations  of  both  organizations. 
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Title  III,  Section  305,  by  broadening  the  language  of  the  present  Section  516  of 
Title  V  would  allow  expansion  of  residency  and  related  training  programs,  and 
thereby  will  increase  the  numbers  and  improve  the  training  of  pediatricians  and 
other  child  health  personnel.  The  changes  would  encourage  training  in  new 
techniques  and  enable  departments  to  develop  leadership  personnel  for  compre- 
hensive community  child  health  care  programs.  The  changes  would  allow  sup- 
port for  departments  of  pediatrics  to  increase  the  numbers  of  physicians  (and 
allied  health  professions)  being  trained;  it  would  strengthen  weak  departments 
in  an  important  manner  and  would  change  emphasis  in  strong  departments. 

Title  II,  Section  303,  would  extend,  expand  and  increase  the  authorization  for 
Maternal  and  Infant  Care  programs  initiated  in  1966.  These  programs  are  be- 
ginning to  improve  both  the  infant  mortality  rates  and  the  training  of  child 
health  personnel  by  providing  demonstration  programs  of  coordinated  and  exem- 
plary care.  Subsection  (a),  extending  and  increasing  the  authorization,  is  of 
critical  importance  for  continuation  of  these  programs. 

Subsection  (b)  is  equally  important;  it  would  extend  participation  in  such 
programs  to  institutions  of  higher  learning  and  provide  departments  of  medical 
schools  and  allied  health  professions  support  for  exemplary  care,  thereby  im- 
proving clinical  teaching.  The  extension  in  subsection  (b)  (2)  to  include  high 
risk  infants  would  provide  additional  means  to  reduce  post-natal  infant  mortal- 
ity and  morbidity  rates  by  support  of  health  costs  for  infants  in  appropriate 
intensive  care  (and  premature)  units.  Such  support  will  also  strengthen  and 
expand  clinical  training  in  this  important  area  of  child  health. 

Title  III,  Section  306,  increases  authorization  under  Section  533  and  broadens 
the  language  of  the  authorization  to  extend  the  range  of  health  care  research. 
Such  changes  will  result  in  better  application  of  knowledge  and  manpower  to 
health  services  for  mothers  and  children,  and  will  provide  needed  opportunities 
for  innovation  to  meet  the  child  health  manpower  crisis. 

The  remaining  amendments  to  Title  V,  incorporated  in  H.R.  5710  under  Title  II, 
Part  3,  Sections  235  and  237,  and  Title  III,  Sections  301,  302  and  304  would  re- 
ceive our  general  support  since  they  provide  means  for  expanding  care,  training 
and  research  for  the  varieties  of  allied  professionals  required  for  comprehen- 
sive child  health  care. 

SUMMARY 

Accordingly,  we  therefore  urge  the  approval  of  these  amendments  and  their 
appropriate  funding  to  meet  the  needs  of  child  health.  For  while  these  amend- 
ments are  not  in  themselves  a  complete  or  sufficient  solution  to  the  problems  of 
child  health  manpower  training,  they  will  significantly  increase  the  numbers 
of  persons  being  trained  and  represent  a  major  legislative  advance. 

We  believe  approval  of  these  amendments  is  amply  justified  by  the  current 
critical  child  health  manpower  shortage  and  the  present  urgent  public  need. 

Association  of  Medical  Pediatric  Department  Chairmen 
statement 

The  Association  clearly  recognizes  the  poor  state  of  child  health  in  our  Nation 
and  heartily  supports  the  increasing  emphasis  on  comprehensive  community 
child  health  care.  The  Association  also  clearly  recognizes  the  need  for  reorgani- 
zation of  child  health  services  and  endorses  strongly  the  development  of  new 
types  of  child  health  personnel  to  multiply  the  effectiveness  of  Pediatricians  in 
the  provision  of  comprehensive  community  child  health  care. 

However,  at  the  same  time,  the  Association  equally  clearly  recognizes  that 
there  is  a  serious  manpower  crisis  of  personnel  to  provide  the  comprehensive 
community  child  health  care ;  this  manpower  crisis  represents  an  acute  and 
urgent  situation. 

The  Association  fully  recognizes  the  importance  of  committing  Departmental 
resources  for  the  training  of  increased  personnel  for  comprehensive  community 
child  health  care  services.  But,  it  is  quite  evident  that  all  are  concerned  with 
the  ability  of  Pediatric  Departments  generally  to  extend  and  expand  training 
and  service  roles.  In  almost  every  instance,  capability  for  such  expansion  is 
hampered  or  made  virtually  impossible  by  lack  of  funds,  space,  and  faculty. 

Concern  has  also  been  expressed  that  because  currently  most  Pediatric  Depart- 
ments are  already  over  extended  in  their  duties,  Departmental  expansion  for  the 
provision  of  comprehensive  community  child  health  care  service  might  seriously 
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jeopardize  the  teaching  of  present  students  and  postdoctorals  which  is  just  begin- 
ning to  be  brought  up  to  adequate  standards. 

In  1966  the  Association  passed  five  resolutions,  which  were  reconfirmed  in  1967. 

RESOLUTIONS 

1.  That  a  Commission,  sponsored  by  the  Federal  Government,  be  appointed  to 
study  and  make  recommendations  concerning  the  expanding  manpower  needs 
for  improved  children's  health  services. 

2.  That  for  the  training  of  increased  numbers  of  more  adequately  trained 
physicians  to  participate  in  various  specialty  areas  of  pediatrics,  including  com- 
prehensive community  child  health  care  programs,  we  recommend  direct  Federal 
financial  support  for  pediatric  residency  programs. 

3.  In  order  to  develop  comprehensive  community  child  health  care  training 
programs,  that  legislation  be  enacted  to  provide  Federal  funding  for  construc- 
tion of  urgently  needed  teaching  and  research  facilities  to  support  these  functions. 

4.  That  direct  Federal  financial  support  be  provided  to  Departments  of  Pedia- 
trics, to  enable  these  Departments  to  strengthen  and  expand  their  clinical  train- 
ing programs;  such  support  to  encourage  innovation  in  techniques  for  the 
provisions  of  child  health  care  and  to  develop  the  needed  leadership  personnel 
for  programs  of  comprehensive  community  child  health  care. 

A  special  case  is  justified  for  such  support  by  the  present  public  need. 

5.  That  we  endorse  the  development  of  a  variety  of  approaches  for  multiplying 
the  effectiveness  of  pediatricians  in  comprehensive  community  health  care  by 
developing  new  types  of  child  health  personnel. 

THE  ASSOCIATION 

The  Association  of  Medical  School  Pediatric  Department  Chairmen  was  formed 
in  1961  and  formally  organized  in  1964.  Membership  includes  the  department 
chairmen  of  every  medical  school  in  the  United  States.  The  purpose  of  the  Asso- 
ciation is  "...  to  foster  education  and  research  in  the  field  of  child  health  and 
human  development".  By  virtue  of  their  administrative  position  the  members  of 
the  Association  have  the  responsibility  for  teaching  pediatrics  to  every  medical 
student  in  the  U.S.  They  also  have  direct  responsibility  for  the  pediatric  resi- 
dency training  of  about  70%  of  the  graduates  of  U.S.  medical  schools  who  will 
become  practicing  pediatricians,  and  including  indirect  responsibility,  for  about 
85%  of  such  individuals.  They  have,  in  addition,  the  responsibility  for  teaching 
pediatrics  to  a  large  number  of  interns  and  residents  who  will  become  family 
physicians.  If  current  trends  continue  and  the  recommendation  of  the  Millis 
Commission  ( "The  Graduate  Education  of  Physicians" ;  The  Report  of  the  Citi- 
zens' Commission  on  Graduate  Medical  Education,  of  the  American  Medical  Asso- 
ciation— August  1,  1966)  to  consider  internship  and  graduate  training  as  a  con- 
tinuum of  medical  student  training,  these  responsibilities  will  increase  to  include 
virtually  all  pediatricians  and  family  physicians.  The  department  chairmen 
similarly  have  responsibility  for  the  continuing  education  of  these  physicians,  for 
the  pediatric  education  of  other  medical  specialists  and  for  education  in  child 
health  for  a  large  number  of  allied  health  professionals,  including  nurses,  social 
workers,  educators,  etc. 

The  Association  can  therefore  be  considered  as  representing  those  who  have  the 
major  responsibility  for  teaching  child  health  in  the  United  States. 

The  last  two  annual  meetings  have  been  devoted  entirely  to  discussion  of  com- 
prehensive community  child  health  care,  to  the  manpower  shortage,  to  the  re- 
sponse of  departments  of  pediatrics  to  meet  the  increased  numbers  of  pediatri- 
cians and  family  physicians  needed  to  provide  health  services,  to  reorganization 
of  health  services  and  innovation  through  the  development  of  new  types  of  child 
health  personnel,  and  to  the  impact  of  public  health  policy,  expectations  and 
legislation  on  the  training  of  child  health  personnel. 

THE  STATE  OF  HEALTH  OF  CHILDREN 

The  Association  is  deeply  concerned  with  the  state  of  health  of  the  nation's 
children.  President  Johnson  has  stated  ( Special  Message  to  Congress  on  Children 
and  Youth,  Feb.  8,  1967)  :  ".  .  .  our  public  health  record  for  children  gives  us  little 
cause  for  complacency.  .  .  .  Our  whole  society  pays  a  toll  for  the  unhealthy  and 
crippled  children  who  go  without  medical  care  . . ." 
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Examples  of  this  matter  are  innumerable.  The  National  Health  Survey  of 
1963-64  (Public  Health  Service  Publication  No.  1000,  Series  10,  No.  19,  Washing- 
ton, D.C. ;  U.S.  Government  Printing  Office,  1965)  showed  that  55%  of  those  under 
6  years  of  age  and  69%  of  those  between  6  and  16  years  had  not  had  a  regular 
examination  by  a  physician  in  the  year  prior  to  survey.  The  high  rejection  rates 
for  disability  reported  by  Selective  Service  and  the  high  incidence  of  correctable 
defects  found  through  examination  of  children  in  the  Head  Start  program  also 
identify  the  fact  that  children  are  not  receiving  the  health  services  requisite  to 
allow  them  to  fulfill  their  potential.  A  particularly  appalling  example  can  also 
be  found  in  the  extraordinarily  high  infant  mortality  rates  found  in  certain  seg- 
ments of  our  population.  Infant  mortality  rates  in  these  areas  (which  are  iden- 
tified by  poverty,  young  mothers,  high  birth  rates,  and  high  prematurity  rates) 
are  often  three  times  higher  than  the  national  average,  and  four  times  higher  than 
those  of  the  more  fortunate  population  groups,  or  countries  such  as  Sweden.  High 
infant  mortality  is  directly  associated  with  high  infant  morbidity.  Premature 
infants  and  other  infants  similarly  afficted  have  a  higher  incidence  of  mental  re- 
tardation and  handicapping  conditions.  Many  of  these  conditions  are  prevent- 
able, correctable,  or  can  be  ameliorated  by  modern  medical  knowledge. 

These  infant  mortality  rates  are  a  National  disgrace ;  and  indeed  the  state  of 
health  of  children  is  scarcely  concordant  with  either  our  high  standard  of  living, 
or  our  acknowledged  excellence  in  medical  science. 


Physician  manpower  for  child  health  services 


Number  of  physicians 

Number  of 

(thousands) 

Child  health 

children 

physicians 

(millions) 

per  100,000 

General 

Pediatricians 

children 

practitioners 

Year: 

1930  

36 

112 

1 

314 

1940  

33 

109 

2 

336 

1950  

41 

95 

4 

242 

I960-  —  

.56 

74 

8 

146 

1970  

63 

55 

12 

106 

1980  

75 

35 

16 

68 

Note.— Figures  derived  from  "Statistical  Abstract  of  the  United  States,  1964,"  U.S.  Department  of 
Commerce,  Bureau  of  the  Census.  Projections  for  1970-80  made  on  basis  of  steady  continuation  of  current 
trends,  on  expected  medical  school  enrollment  and  life  tables.  "Children"  by  definition  includes  all  persons 
under  15  years  of  age. 


THE  CHILD  HEALTH  MANPOWER  CRISIS 

As  public  pressure,  public  policy,  and  national  legislation  remove  the  economic 
selection  factor  for  access  to  child  health  services,  and  extend  availability  of 
such  services  to  all  sections  of  our  child  population,  and  as  the  number  of  chil- 
dren increase  from  the  60,000,000  of  today  to  the  possible  75,000,000  of  1980, 
the  disparity  between  national  goals  to  provide  health  care  services  and  avail- 
able manpower  to  provide  such  services  will  become  critical. 

The  ratio  of  medical  practitioners  caring  for  children  (pediatricians  and  gen- 
eral practitioners)  to  the  child  population  under  the  age  of  15  years  fell  from 
336  per  100,000  in  1940  to  146  per  100,000  in  1960.  Similar  calculations  for  the 
past  four  decades  and  projections  for  1970  and  1980  are  shown  in  the  following 
table  (Time-Motion  Study  of  Practicing  Pediatricians,  Bergman,  Dassel,  and 
Wedgwood.  Pediatrics,  38  :254, 1966 ) . 

While  the  numbers  are  approximations,  the  orders  of  magnitude  are  probably 
correct.  The  suggested  fivefold  decrease  in  the  ratio  of  medical  practitioners 
caring  for  children  to  the  child  population  in  the  four  decades  1940-1980  is  oc- 
curring at  a  time  when  our  society  has  expressed  a  mandate  for  broader  child 
health  services  to  include  all  segments  of  the  population. 

Calculated  estimates  of  manpower  needs  to  provide  these  services  are  extra- 
ordinarily revealing.  In  1980  there  will  be  approximately  75  million  children 
in  the  United  States.    To  maintain  the  1960  ratio  of  1 : 685  for  physicians  car- 
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ing  for  children  to  the  number  of  children  in  the  population,  we  will  need  by 
1980  about  110,000  physicians  to  provide  these  children's  health  services. 

General  practitioners  as  a  rule  do  not  see  as  many  children  as  pediatricians, 
but  are  available  as  a  medical  resource,  and  are  therefore  included  in  child 
health  manpower  statistics.  In  addition,  while  74,000  such  practitioners  are 
identified  in  these  calculations,  in  1966  the  American  Academy  of  General  Prac- 
tice listed  only  29,000  members,  and  reported  that  almost  half  were  over  50 
years  of  age,  and  had  therefore  a  limited  number  of  years  for  future  active 
professional  function. 

By  1980  the  attrition  of  general  practitioners,  if  current  trends  continue, 
will  have  reduced  their  number  to  less  than  35,000.  Again,  if  current  trends 
continue,  the  number  of  practicing  pediatricians  will  have  increased  to  only 
about  16,000.  There  will  then,  with  current  trends  by  1980,  be  possibly  51,000 
physicians  to  provide  services  requiring  110,000  physicians  by  present  standards. 
This  represents  an  enormous  manpower  gap.  From  the  time  of  high  school 
graduation  it  currently  takes  up  to  13  years  to  train  a  pediatrician.  The  new 
pediatricians  for  1980  are  now  in  college ;  in  view  of  the  lag  period,  attention 
to  this  manpower  crisis  is  urgently  needed. 

To  close  the  manpower  gap,  maintaining  the  present  physician  child  ratio, 
by  1980  an  additional  59,000  physicians  would  be  needed  to  provide  child  health 
services.  It  is  apparent  that  the  present  ratio,  with  the  current  techniques 
for  provision  of  child  health  care  is  inadequate,  and  thus  the  number  required 
for  such  health  services  would  actually  be  significantly  greater.  It  is  in  any 
case  inconceivable  that  the  majority  of  medical  school  graduates  for  the  next 
15  years  could  be  recruited  for  this  purpose,  and  even  if  they  could  the  recruit- 
ment would  deplete  other  equally  critical  medical  areas.  Thus  new  techniques 
for  the  provision  of  health  care  must  be  developed  and  new  types  of  child  health 
personnel,  to  multiply  the  effectiveness  of  pediatricians  must  be  evolved,  to  meet 
these  health  care  needs. 

Pediatric  departments  will  have  to  become  involved  in  such  innovations. 
However,  whatever  the  form  of  innovation,  in  the  interim  and  in  the  future, 
greatly  increased  numbers  of  pediatricians  and  family  doctors  must  be  trained. 
The  pediatric  departments  are  concerned  with  their  ability  to  meet  this  chal- 
lenge. They  may  be  unable,  because  of  current  lack  of  support,  personnel  and 
facilities  to  expand  their  training  programs  and  extend  their  efforts  in  innova- 
tive and  appropriate  ways  to  meet  the  new  demands  of  comprehensive  com- 
munity child  health  care. 

THE  CURRENT  STATE  OF  PEDIATRIC  DEPARTMENTS 

It  is  difficult  to  estimate  the  quality  of  Pediatric  Departments.  Objective 
criteria  have  not  been  established  and  evaluation  requires  subjective  value 
judgment. 

It  is  our  belief  that  the  present  serious  weaknesses  and  problems  of  many 
Pediatric  Departments  are  not  adequately  recognized.  Of  the  nearly  ninety 
current  departments  perhaps  only  one  in  ten  has  sufficient  strength  or  flexibility 
to  man  new  programs,  to  innovate  creative  techniques  for  the  provision  of 
extended  and  expanded  training  in  comprehensive  community  child  health  care. 
While  several  other  departments  are  sufficiently  strong  for  existing  training  pur- 
poses, without  additional  support  they  would  have  serious  difficulty  in  expanding 
their  training  potential  significantly  at  this  time.  Many  departments,  perhaps 
even  one-half,  currently  have  seriously  weaknesses.  Several  of  these  are  so  weak 
as  to  be  marginally  viable,  and  a  few  by  organization,  structure  and  function  are 
in  essence  still  functioning  in  the  manner  described  by  Flexner  in  1910  (A. 
Flexner  ;  Medical  Education  in  the  United  States  and  Canada.  Carnegie  Founda- 
tion, Bulletin  No.  4, 1910) . 

In  the  report  presented  from  the  study  of  the  Pediatric  Research  Education 
and  Practice  Committee  (A  study  of  pediatric  residency  training  and  pediatric 
research  projects.  Joint  Committee  on  Pediatric  Research,  Education  and 
Practice;  1965),  using  research  as  an  index  of  quality,  it  was  found  that  half 
of  the  Departments  of  Pediatrics  at  the  present  time  had  less  than  ten  identifiable 
research  projects  (many  had  less  than  three)  contrasted  with  the  strongest 
five  to  ten  per  cent  who  had  more  than  three  times  as  many.    The  disparity 
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between  the  strong  and  the  weak  was  striking.  Alternatively,  using  the  criteria 
of  research  expenditure,  over  half  of  the  Pediatric  Departments  reporting  had 
research  expenditures  of  less  than  $200,000  annually  (range:  $3,000  to  $200,000), 
contrasting  strongly  with  the  upper  ten  per  cent,  each  of  whom  had  annual 
expenditures  of  over  $1,000,000  annually. 

To  gain  information  needed  to  evaluate  the  manpower  problem  for  compre- 
hensive community  child  health  care  services  and  the  academic  resources  available 
for  training  such  manpower,  an  inventory  of  Pediatric  Departments  is  currently 
being  carried  out  by  the  Association.  Preliminary  data  have  substantiated  the 
preceding  value  judgments.  There  are  at  this  time  two  pediatric  departments 
with  no  full-time  faculty.  Ten  per  cent  have  less  than  five  faculty  members ; 
one-third  have  less  than  ten.  The  funds  provided  to  departments  for  medical 
education  by  their  medical  schools  are  severely  limited.  Ten  per  cent  have 
less  than  $50,000  annually  to  cover  all  costs  of  department  function;  faculty 
salaries,  administrative  support,  equipment,  supplies  and  in  some  instances  even 
to  some  extent  stipends  for  trainees.  Forty  per  cent  have  less  than  $100,000 
annually.  Such  lack  of  support  for  medical  education  forces  many  departments 
to  obtain  support  from  funds  for  research  and  service  (including  private  prac- 
tice), diminishing  emphasis  on  clinical  teaching.  Indeed,  in  almost  one-third 
of  the  departments  less  than  fifteen  per  cent  of  the  funds  are  derived  from  the 
medical  school,  even  though  total  expenditures  may  be  large.  While  research  is 
vital  in  this  field,  and  contributes  by  new  knowledge  to  improved  teaching  and 
improved  health  care,  similar  support  for  education  is  also  vital  so  that  clinical 
teaching  may  have  equivalent  emphasis,  and  clinical  training  may  be  an  equally 
attractive  field  of  medicine. 

The  situation  is  thus  very  serious  and  should  not  be  underestimated.  Several 
departments  are  in  imminent  danger.  The  weak  departments  cannot  recruit 
faculty  to  strengthen  their  function  because  they  lack  funds,  space,  and  academic 
atmosphere.  Strong  departments  with  well-functioning  academic  and  research 
training  programs  find  it  difficult  to  assist  the  weak  departments  in  their 
recruitment  process.  Young  faculty  and  trainees  within  strong  departments, 
having  been  brought  up  to  work  in  an  academic  atmosphere  with  emphasis 
on  teaching  and  research  are  unwilling  to  accept  positions  in  weak  departments 
where  the  emphasis,  in  many  cases,  continues  to  be  primarily  on  support  of  the 
faculty  through  private  practice,  and  where  facilities  for  proper  academic 
function  are  lacking.  Academic  mobility  is  thus  jeopardized  and  regional  re- 
distribution of  training  potential  made  difficult  and,  in  many  cases,  impossible. 

The  situation  is  made  even  more  acute  by  the  recent  legislation  in  the  areas 
of  heart,  cancer,  and  stroke,  by  regional  medical  programs  for  these  particular 
diseases,  and  by  the  implementation  of  Medicare  for  the  aged.  These  new  pro- 
grams are  pre-empting  space  and  money  with  Schools  of  Medicine,  including 
crucial  matching  and  construction  money.  Emphasis  is  thus  being  directed  away 
from  the  areas  of  child  health. 

RECOMMENDATIONS  FOB  ACTION 

The  situation  is  sufficiently  critical  at  this  time  to  necessitate  major  interim 
measures  pending  outcome  of  studies  of  the  manpower  crisis. 

If  we  are  to  preserve  the  training  potential  of  this  group  of  Pediatric  units 
who  currently  train  the  vast  majority  of  Pediatricians,  and  are  deeply  involved 
in  many  instances,  in  the  training  of  varieties  of  allied  health  professions  for 
children's  services,  we  need  to  find  some  way  to  provide  immediate  support  that 
will  strengthen  them,  and  also  stimulate  the  Medical  Schools  in  which  the 
departments  exist  to  back  their  development  more  strongly.  An  analogy  to  the 
position  of  psychiatry  in  1946  exists,  and  possibly  action  similar  to  that  provided 
through  the  National  Mental  Health  Act  needs  to  be  considered. 

The  Association  in  1967  approved  unanimously  several  recommendations  to 
accomplish  these  goals.  The  recommendations  we  believe  can  be  implemented 
through  existing  legislation,  either  by  amendment  making  minor  language 
changes  or  by  appropriate  funding  under  existing  authorization.  The  recom- 
mendations which  have  been  spelled  out  in  considerable  detail  and  for  which 
appropriate  funding  in  two  instances  has  been  reasonably  estimated  can  be 
summarized  as  follows: 
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1.  To  strengthen  and  expand  clinical  training  programs,  that  on  applica- 
tion, funds  be  directly  allocated  to  Medical  Schools  for  Departments  of 
Pediatrics,  for  the  purposes  for  strengthening  and  expanding  clinical  train- 
ing programs  for  the  provision  of  personnel  for  comprehensive  community 
child  health  care.  Such  funding  should  in  part  be  on  a  formula  matching 
basis  with  Medical  School  funding  for  Pediatric  faculty. 

A  reasonable  probable  cost  estimate  for  such  a  program  to  have  significant 
effect  initially  would  be  approximately  $7,500,000  annually. 

2.  To  increase  numbers  and  quality  of  Pediatricians  and  emphasize  those 
areas  of  additional  training  needed  for  the  provision  of  comprehensive  com- 
munity child  health  care,  including  especially  the  social  sciences,  that  upon 
application,  funds  be  directly  allocated  to  Medical  Schools,  for  Departments 
of  Pediatrics  to  strengthen  and  support  residency  training. 

Using  calculations  based  on  providing  an  incentive  subsidy  to  existing 
residency  stipends,  and  on  increasing  the  number  of  pediatricians  being 
trained  by  about  25  per  cent,  a  reasonable  probable  cost  estimate  for  such 
a  program  initially  would  be  approximately  $5,000,000  annually. 

3.  To  provide  the  necessary  facilities  for  teaching  and  research  innova- 
tive techniques  for  the  provision  of  coordinated  community  child  health 
care,  project  grants  be  made  available  to  assist  in  meeting  construction  costs. 
Such  funding  should  be  available  for  both  the  needed  clinical  service  facili- 
ties and  the  necessary  associated  biological,  medical,  behavioral  and  social 
research  facilities  which  may  result  in  increased  effectiveness  and  efficiency 
in  the  provision  of  health  care  for  our  Nation's  children. 

The  unavoidable  lag  time  involved  in  application  for  construction  funds, 
architectural  planning,  and  completion  of  construction  makes  it  probable 
that  consideration  of  the  provision  of  construction  funds  for  the  purpose  of 
developing  units  for  training  in  comprehensive  community  child  health  care 
be  considered  in  the  very  near  future.  Such  condsiderations  should  include 
recognition  of  the  difficulties  faced  by  Pediatric  Departments  in  obtaining 
matching  funds.  It  is  probable  that  most  institutions  will  have  used  such 
matching  funds  for  other  purposes,  and  that  by  the  time  comprehensive 
community  child  health  care  programs  are  established,  matching  funds  for 
Pediatric  Departments  may  very  well  be  essentially  non-available  for  this 
purpose. 

We  believe  that  these  three  recommendations  for  action  are  amply  justified  by 
the  current  critical  child  health  manpower  shortage  and  the  present  urgent 
public  need. 

Sincerely, 

Ralph  J.  Wedgwood,  M.D., 
President,  Association  of  Medical  School  Pediatric  Department  Chairman. 

Association  of  Medical  School  Pediatric  Department  Chairmen 
(Founded  1961 ;  Formally  organized  1964) 

Officers : 

President,  Ralph  J.  Wedgwood,  M.D.,  Seattle,  Washington. 
President-Elect,  C.  Henry  Kempe,  M.D.,  Denver,  Colorado. 
Secretary,  Robert  J.  Haggerty,  M.D.,  260  Crittenden  Boulevard,  Rochester, 
New  York  14620. 

Membership : 

The  Chairman  or  Acting-Chairman  or  Academic  Administrative  Head  of  the 
Department  of  Pediatrics  of  each  accredited  medical  school  of  the  United 
States  (see  list  below). 

Purpose : 

The  purpose  of  this  organization  is  to  foster  education  and  research  in  the 
field  of  child  health  and  human  development. 


1182 


SOCIAL  SECURITY  AMENDMENTS  OF  1967 


MEMBERSHIP  LIST 


Dr.  John  A.  Anderson 

Univ.  of  Minnesota 
Dr.  Henry  L.  Barnett 

Yeshiva  Univ.,  N.Y.C. 
Dr.  B.  E.  Batson 

Univ.  of  Mississippi 
Dr.  Franklin  C.  Behrle 

New  Jersey  Col.  of  Med. 
Dr.  Hersehel  P.  Bentley,  Jr. 

Med.  Col.  of  Alabama 
Dr.  Russell  J.  Blattner 

Baylor  Univ.,  Texas 
Dr.  Richard  W.  Blumberg 

Emory  Univ.,  Georgia 
Dr.  Alfred  M.  Bongiovanni 

Univ.  of  Pennsylvania 
Dr.  Philip  L.  Calcagno 

Georgetown  Univ.,  D.C. 
Dr.  Robert  F.  Chinnock 

Loma  Linda  Univ.,  Calif. 
Dr.  Amos  Christie 

Vanderbilt  Univ.,  Tennessee 
Dr.  Charles  D.  Cook 

Yale  Univ.,  Connecticut 
Dr.  Robert  E.  Cooke 

Johns  Hopkins  Univ.,  Md. 
Dr.  Edward  P.  Crump 

Meharry  Med.  Col.,  Tennessee 
Dr.  Edward  C.  Curnen,  Jr. 

Columbia  Univ.,  New  York 
Dr.  C.  William  Daeschner,  Jr. 

Univ.  of  Texas 
Dr.  Floyd  W.  Denny,  Jr. 

Univ.  of  North  Carolina 
Dr.  Albert  Dorfman 

Univ.  of  Chicago 
Dr.  Donal  Dunphy 

State  Univ.  of  Iowa 
Dr.  Heinz  Eichenwald 

S.W.  Med.  Sch.,  Texas 
Dr.  Frank  Falkner 

Univ.  of  Louisville 
Dr.  Carl  C.  Fischer 

Hahnemann  Med.  Col.,  Penn. 
Dr.  Arthur  N.  Fleming 

Stritch  Sch.  of  Med.,  111. 
Dr.  Richard  E.  L.  Fowler 

Louisiana  State  Univ. 
Dr.  Sydney  S.  Gellis 

Tufts  Univ.,  Massachusetts 
Dr.  Robert  Kugel 

Univ.  of  Nebraska 
Dr.  Philip  Dodge 

Washington  Univ.,  Missouri 
Dr.  Bruce  Graham 

Ohio  State  Univ. 
Dr.  Melvin  Grumbach 

Univ.  of  California 
Dr.  Robert  Haggerty 

Univ.  of  Rochester,  N.Y. 
Dr.  Jerome  S.  Harris 

Duke  Univ.,  N.  Carolina 
Dr.  W.  Ray  Hepner 

Univ.  of  Maryland 


Dr.  Gerald  H.  Holman 

Med.  Col.  of  Georgia 
Dr.  William  A.  Howard 

Geo.  Washington  Univ.,  D.C. 
Dr.  Horace  Hodes 

Mt.  Sinai  Hosp.  New  York 
Dr.  Doris  Howell 

Woman's  Med.  Col.  of  Penna. 
Dr.  James  G.  Hughes 

Univ.  of  Tennessee 
Dr.  Robert  L.  Jackson 

Univ.  of  Missouri 
Dr.  Charles  A.  Janeway 

Harvard  Med.  Schl.,  Mass. 
Dr.  Robert  Brent 

Jefferson  Med.  Col.  of  Phila. 
Dr.  Weston  M.  Kelsey 

Bowman  Gray  Sch.  of  Med.,  N.C. 
Dr.  C.  Henry  Kempe 

Univ.  of  Colorado 
Dr.  Horace  M.  Gezon 

Boston  Univ.,  Massachusetts 
Dr.  William  G.  Klingberg 

West  Virginia  Univ. 
Dr.  Norman  Kretchmer 

Stanford  Univ.,  Calif. 
Dr.  Saul  Krugman 

New  York  Univ. 
M.  Eugene  Lahey,  M.D. 

Univ.  of  Utah 
Dr.  Jonathan  T.  Lanman 

State  Univ.  of  N.Y.,  Brooklyn 
Dr.  William  E.  Laupus 

Med.  Col.  of  Virginia 
Dr.  Robert  B.  Lawson 

Northwestern  Univ.,  111. 
Dr.  Charles  C.  Lobeck 

Univ.  of  Wisconsin 
Dr.  Wallace  McCrory 

Cornell  Univ.,  New  York 
Dr.  Arthur  E.  McElfresh 

Saint  Louis  Univ.,  Missouri 
Dr.  Robert  J.  McKay,  Jr. 

Univ.  of  Vermont 
Dr.  Donald  N.  Medearis,  Jr. 

Univ.  of  Pittsburgh,  Penna. 
Dr.  Lyman  T.  Meiks 

Indiana  Univ. 
Dr.  Jack  Metcoff 

The  Chicago  Med.  Schl.,  111. 
Dr.  Herbert  C.  Miller 

Univ.  of  Kansas 
Dr.  John  R.  Mitchell 

Creighton  Univ.,  Nebraska 
Dr.  Thomas  Nelson 

California  Col.  of  Med.,  L.A. 
Dr.  Edward  A.  Mortimer 

Univ.  of  New  Mexico 
Dr.  William  Nyhan 

Univ.  of  Miami,  Florida 
Dr.  Richard  W.  Olmsted 

Univ.  of  Oregon 
Dr.  Theodore  C.  Panos 

Univ.  of  Arkansas 
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Dr.  Paul  Patterson 

Albany  Med.  Col.,  New  York 
Dr.  Milton  Westphal 

Med.  Col.  of  S.  Carolina 
Dr.  J.  Cyril  Peterson 

Marquette  Univ.,  Wisconsin 
Dr.  Norman  C.  Woody 

Tulane  Univ.,  Louisiana 
Dr.  Edward  L.  Pratt 

Univ.  of  Cincinnati,  Ohio 
Dr.  Sterling  D.  Garrard 

State  Univ.  of  N.Y.,  Syracuse 
Dr.  Harris  D.  Riley,  Jr. 

Univ.  of  Oklahoma 
Dr.  Mitchell  Rubin 

State  Univ.  of  N. Y.,  Buffalo 
Dr.  Irving  Schulman 

Univ.  of  Illinois 
Dr.  Roland  B.  Scott 

Howard  Univ.,  Wn.,  D.C. 
Dr.  Louis  B.  Silverman 

Univ.  of  North  Dakota 
Dr.  Richard  T.  Smith 

Univ.  of  Florida 
Dr.  W.  F.  Stanage 

State  Univ.  of  S.  Dakota 


Dr.  Nathan  B.  Talbot 

Massachusetts  Gen.  Hosp. 
Dr.  William  Thurman 

Univ.  of  Virginia 
Dr.  Arthur  J.  Moss 

Univ.  of  Calif.,  L.A. 
Dr.  Victor  C.  Vaughan  III 

Temple  Univ.,  Pennsylvania 
Dr.  William  M.  Wallace 

Western  Res.  Univ.,  Ohio 
Dr.  Robert  Ward 

Children's  Hosp.,  L.A.,  Cal. 
Dr.  Edward  Wasserman 

New  York  Med.  Col.,  N.Y. 
Dr.  Ralph  J.  Wedgwood 

Univ.  of  Washington 
Dr.  Warren  Wheeler 

Univ.  of  Kentucky 
Dr.  Paul  V.  Woolley,  Jr. 

Wayne  State  Univ.,  Michigan 
Dr.  James  L.  Wilson 

Univ.  of  Michigan 
Dr.  Paul  Wehrle 

L.A.  County  Gen.  Hospl.,  Cal. 


American  Academy  of  Pediatrics, 

Evanston,  III,  March  7,  1967. 

Ralph  J.  Wedgwood,  M.D., 

University  of  Washington  School  of  Medicine, 

Seattle,  Washington  98105 

Robert  J.  Haggerty,  M.D., 

University  of  Rochester  Medical  School, 

Rochester,  N.Y.  U620 

Dear  Drs.  Wedgwood  and  Haggerty:  The  American  Academy  of  Pediatrics 
hereby  designates  you  as  the  official  representatives  of  the  Academy  for  purposes 
of  testifying  before  the  Ways  and  Means  Committee  relative  to  legislation  con- 
cerned with  various  aspects  of  child  health. 

The  American  Academy  of  Pediatrics  has  previously  stated  its  concern  regard- 
ing the  rapidly  increasing  child  population  in  the  United  States  and  the  inability 
of  our  present  system  to  provide  a  sufficient  number  of  physicians  and  others 
adequately  trained  in  pediatrics  and  child  health  to  provide  the  desired  and 
needed  health  services  to  this  vast  number  of  children.  When  these  children  are 
old  enough  to  reproduce,  the  percentage  of  children  in  our  population  will  be 
even  greater. 

In  an  attempt  to  meet  these  urgent  health  needs  of  our  children,  the  Academy 
urges  that : 

(1)  A  study  of  existing  child  health  programs  be  made  to  determine  possible 
conflicts,  overlapping  or  deficiencies  in  the  present  programs.  Child  health  pro- 
grams are  presently  under  a  great  many  different  governmental  agencies,  and 
communication  and  coordination  between  these  agencies  is  often  not  the  best. 
The  purpose  of  such  a  study  would  be  to  improve  and  coordinate  existing  and 
future  child  health  programs  in  the  hope  that  more  efficient  and  effective  services 
be  provided. 

(2)  That  programs  be  developed  to  encourage  young  people  to  enter  pediatrics 
and  child  health  fields.  The  many  years  required  in  the  study  of  medicine  and 
the  specialization  afterwards,  discourage  many  interested  people  from  entering 
pediatrics  and  child  health  fields.  A  program  of  fellowship  support  for  post- 
doctoral training  programs  in  pediatrics  and  child  health  would  enable  many  to 
enter  these  fields  that  otherwise  might  not. 

The  subsidization  of  fellowship  programs  in  psychiatry  has  been  effective  in 
bringing  about  a  large  increase  in  the  number  of  physicians  that  went  into  psy- 
chiatry as  a  life  work,  so  it  is  likely  that  a  similar  program  for  pediatrics  would 
be  helpful. 
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(3)  Support  for  pediatrics  departments,  and  especially  for  the  teaching  of 
clinical  pediatrics,  preventive  medicine,  community  medicine  and  mental  health, 
should  be  provided.  In  recent  years,  there  has  been  considerable  support  to 
medical  schools  and  hospitals  for  the  development  of  research  and  the  training 
of  investigators.  The  support  of  research  is  most  important  but  it  is  also  impor- 
tant to  make  the  provision  of  health  services  an  attractive  field  of  medicine.  If 
the  health  services  required  by  our  population  are  to  be  provided,  people  must  be 
encouraged  to  enter  this  field.  Professors  and  instructors  of  clinical  pediatrics, 
child  health  and  community  medicine  should  be  supported  in  the  same  way  that 
investigators  are  supported,  and  they  should  be  made  to  be  important  in  the 
faculties  of  the  medical  schools.  An  increase  in  prestige  of  the  clinical  and 
service  departments  would  attract  students  and  trainees  to  these  services  and 
should  increase  greatly  the  ability  of  our  schools  to  produce  health  workers  to 
take  care  of  our  people. 

Likewise,  support  for  the  building  of  suitable  facilities  in  medical  schools  and 
hospitals  for  the  provision  of  medical  care,  health  services  and  community  health 
programs  should  be  provided.  Without  these  facilities,  it  would  be  almost  im- 
possible to  increase  interest  in  the  provision  of  health  services. 

(4)  It  also  appears  rather  obvious  that  in  the  foreseeable  future  the  supply 
of  physicians  will  not  be  adequate  to  meet  the  health  needs  of  the  population  or 
to  provide  the  services  that  have  already  been  promised. 

The  need  to  develop  other  ways  of  providing  health  services  is  obvious.  Sup- 
port is  urged  for  studies,  demonstration  projects  and  experimentation  with  dif- 
ferent ways  of  providing  health  care  and  the  training  of  new  kinds  of  health 
workers  to  assist  those  we  have,  including  studies  to  evaluate  the  new  procedures 
and  personnel. 

Without  experimentation  in  the  rendering  of  services  in  new  systems  and/or 
with  new  kinds  of  health  workers,  an  increase  in  efficiency  of  providing  health 
care  cannot  be  expected. 

There  are  many  special  health  problems  of  children  about  which  the  Academy 
is  concerned,  such  as  infant  mortality,  mental  retardation,  the  prevention  of  in- 
fections, behavioral  disorders  and  juvenile  delinquency,  to  name  a  few,  but  it  is 
illogical  to  talk  about  these  problems  without  first  solving  the  number  one  prob- 
lem of  producing  more  physicians,  more  pediatricians,  and  more  child  health 
workers  to  become  involved  in  the  solution  of  all  other  health  problems. 

If  we  can  be  of  any  assistance  in  any  way,  please  do  not  hesitate  to  let  us 
know. 

Sincerely  yours, 

E.  H.  Christopherson,  M.D., 

Executive  Director. 

The  American  Academy  of  Pediatrics 

The  American  Academy  of  Pediatrics  is  a  national  organization  of  Board- 
certified  pediatricians  numbering  9,600  members. 

Founded  in  1930,  the  primary  purpose  of  the  Academy  is  to  improve  the  health 
and  welfare  of  children.  To  do  this,  the  Academy  fosters  and  stimulates  interest 
in  pediatrics,  and  correlates  all  aspects  of  work  involved  in  the  care  of  children. 

It  strives  to  maintain  the  highest  possible  standards  for  pediatric  education 
in  medical  schools ;  pediatric  care  in  hospitals ;  pediatric  practice ;  and  pediatric 
research. 

The  Academy  perpetuates  the  history  and  best  traditions  of  pediatric  practice 
and  ethics,  maintains  the  dignity  and  efficiency  of  pediatric  practice  in  relation 
to  public  welfare,  and  encourages  contributions  to  and  publication  of  medical  and 
scientific  literature  pertaining  to  pediatrics.  None  of  these  objectives  is  pursued 
for  profit. 

The  Academy  enjoys  reciprocal  and  friendly  relations  with  all  professional 
and  lay  organizations  interested  in  the  health  and  protection  of  children.  This  is 
accomplished  through  national,  district,  and  state  committees  and  liaison  repre- 
sentatives. 

National  and  regional  scientific  meetings  are  held,  research  and  clinical  inves- 
tigation are  encouraged,  and  publications  of  worthy  studies  are  facilitated. 

The  Academy  makes  constant  observations  on  conditions  and  progress  in  all 
fields  of  activities  pertaining  to  children.  Its  various  committees  furnish  com- 
petent, authoritative  professional  aid  and  guidance  wherever  these  are  wanted. 
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The  Academy  further  seeks  to : 

— Define  pediatrics  as  a  medical  specialty. 

— Stimulate  interest  in  pediatrics  among  premedical  and  medical  students. 
— Expand  and  improve  postgraduate  education. 
— Stimulate  the  pediatrician  to  serve  as  a  community  leader. 
— Improve  regular,  planned  pediatric  health  services  in  the  Western 
Hemisphere. 
— Reduce  infant  mortality. 
— Increase  child  health  facilities. 
— Reduce  childhood  accidents. 

— Create  better  understanding  of  emotional  needs  of  children. 

— Promote  prevention  of  disease  by  immunization  and  other  means. 

— Improve  the  quality  of  school  health  services. 

— Translate  Academy  reports  and  programs  into  useful  information  for 
physicians  and  the  public. 

— Encourage  a  specific  examination  in  pediatrics  as  part  of  all  state  medi 
cal  licensing  examinations. 
The  American  Academy  of  Pediatrics  is  incorporated  under  the  laws  of  the 
State  of  Illinois  as  a  non-profit  educational  organization. 
The  officers  are : 

William  S.  Anderson,  M.D.,  President,  Washington,  D.C.  Clinical  Profes- 
sor of  Pediatrics  at  George  Washington  University  School  of  Medicine. 

George  B.  Logan,  M.D.,  President-elect,  The  Mayo  Clinic,  Rochester,  Min- 
nesota. Professor  of  Pediatrics,  University  of  Minnesota  School  of  Medi- 
cine. 

Einor  H.  Christopherson,  M.D.,  Executive  Director,  1801  Hinman  Avenue, 
Evanston,  Illinois. 

Robert  G.  Frazier,  M.D.,  Secretary,  1801  Hinman  Avenue,  Evanston, 
Illinois. 

The  Academy  presents  scientific  programs,  seminars,  postgraduate  courses,  and 
publishes  a  monthly  scientific  journal  named  Pediatrics. 

The  Academy  conducts  studies  and  surveys  of  medical  pediatric  education, 
problems  of  providing  health  services,  the  training  of  pediatricians  and  the  con- 
tinuing education  of  pediatricians. 

There  are  35  active  committees  that  develop  standards  for  pediatric  care  and 
child  health  services  which  are  published  and  distributed  to  all  those  interested 
in  child  health. 

The  Academy  cooperates  on  a  formal  basis  with  29  other  organizations  con- 
cerned with  the  health  of  children.  These  organizations  range  from  profes- 
sional societies  to  welfare,  educational  and  voluntary  private  groups.  A  close 
liaison  is  maintained  with  official  Federal  and  State  health  departments. 

American  Pediatric  Society 

Purpose. — To  bring  together  men  and  women  for  the  advancement  of  the 
study  of  children  and  their  diseases,  for  the  prevention  of  illness  and  the  pro- 
motion of  health  in  childhood,  for  the  promotion  of  pediatric  education  and 
research,  and  to  honor  those  who,  by  their  contributions  to  pediatrics,  have 
aided  in  its  advancement. 

Membership. — By  election.  Members  are  generally  senior  academicians  in 
pediatrics :  The  age  limit  for  active  members  being  68  years.  Currently  there 
are  approximately  300  active  members. 

Officers. — President,  Harry  H.  Gordon,  New  York  City ;  Vice  President,  Alan 
Ross,  Montreal ;  Secretary,  Charles  D.  Cook,  Yale  University  School  of  Medicine, 
Department  of  Pediatrics,  333  Cedar  Street,  New  Haven,  Connecticut  06520. 

Society  for  Pediatric  Research 

Purpose. — To  foster  pediatric  investigation  and  to  provide  an  opportunity  for 
younger  men  to  present  their  work. 

Membership. — By  election.  Membership  is  restricted  to  individuals  actively 
involved  in  investigation  and  who  are  under  the  age  of  45  years. 

Current  membership  is  approximately  600  individuals. 

Officers. — President,  Irving  Schulman,  Chicago ;  Vice  President,  Alfred  M. 
Bongiovanni,  Philadelphia ;  Secretary,  William  B.  Weil,  Jr.,  University  of  Flor- 
ida, Department  of  Pediatrics,  Gainesville,  Florida. 
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The  Chairman.  Dr.  Wedgwood,  we  thank  you,  sir,  for  your  very 
fine  statement.  Again,  we  appreciate  your  coordinating  the  views 
of  the  groups  you  represent  into  one  statement. 

Any  questions  of  Dr.  Wedgwood  '? 

Mr.  Ullman.  Mr.  Chairman. 

The  Chairman.  Mr.  Ullman. 

Mr.  Ullman.  We  appreciate  your  appearance  before  this  commit- 
tee. You  come  in  very  distinguished  company  with  the  Congressman 
from  Seattle.  1 

Could  you  give  me  just  some  general  estimate  as. to  how  far  H.R. 
5710  goes  toward  answering  your  recommendations  ? 

Dr.  Wedgwood.  The  funding  within  section  305,  Mr.  Ullman,  if 
appropriately  interpreted  by  the  recipients  of  the  additional  $3  million 
that  would  go  i  into  this  program  would  initiate-  the  needed  support 
for  clinical  residency  training  within  the  departments  of  pediatrics. 

Mr.  Ullman.  Are  you  saying  that  they  all  could  be  accomplished 
within  the  framework  of  this  legislation  ? 

Dr.  Wedgwtood.  No,  sir.  Only  our  recommendation  No.  2  on  page 
A-7  would  be  accomplished  by  this  specific  bill. 

Mr.  Ullman!  Would  be  accomplished  ? 

Dr.  Wedgwood.  Yes,  sir. 

Mr.  Ullman.  Are  you  saying  that  the  others  could  be  accomplished 
in  this  legislation  by  additional  language? 

Dr.  Wedgwood.  I  believe  they  could  be,  Mr.  Ullman.  I  think  that 
there  may  be  legislation  already  on  the  books  that  would  accomplish 
recommendation  No.  1.  It  is  out  of  my  field,  but  I  would  suspect  that 
the  authorization  for  the  National  Institute  of  Child  Health  and 
Human  Development  might  with  appropriate  interpretaion  and  direc- 
tion and  funding  provide  the  solution  to  recommendation  No.  1. 

Mr.  Ullman.  Thank  you. 

Dr.  Wedgwood.  The  construction  funds  are  not  apparent  in  any 
bill  or  legislation  that  I  know  of  at  the  present  time. 
(The  following  letter  was  received  by  the  committee:) 

University  of  Washington, 
School  of  Medicine,  Department  of  Pediatrics, 

Seattle,  Wash.,  March  23, 1967. 

Hon.  Al  Ullman, 

House  of  Representatives, 

Washington,  D.C. 

My  Dear  Mr.  Ullman  :  I  greatly  appreciated  the  opportunity  of  testifying 
before  the  House  Ways  and  Means  Committee  concerning  child  health  manpower 
and  H.R.  5710.  I  was  particularly  grateful  to  you  for  your  interest  and  most 
pertinent  questions. 

You  asked  at  that  time  whether  H.R.  5710  would  accomplish  all  the  recom- 
mendations, while  that  bill  will,  through  Section  305,  begin  to  provide  some  sup- 
port for  manpower  training  in  pediatrics,  it  does  not  accomplish  all  of  the  needed 
objectives. 

I  thought  therefor  that  it  might  be  of  assistance  to  you  if  I  were  to  amplify 
my  answer  to  your  question  in  writing,  with  some  specific  comments  on  possible 
needs  for  legislation  and  legislative  interpretaton. 

Recommendation  No.  1  (p  A-7)  : 

".  .  .  To  strengthen  and  expand  clinical  training  programs,  that  on  application, 
f  unds  be  directly  allocated  to  Medical  Schools  for  Departments  of  Pediatrics,  for 
the  purposes  of  strengthening  and  expanding  clinical  training  programs  for  the 
provision  of  personnel  for  comprehensive  community  child  health  care.  Such 
funding  should  in  part  be  on  a  formula  matching  basis  with  Medical  School  fund- 
ing for  Pediatric  faculty. 
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"A  reasonable  probable  cost  estimate  for  such  a  program  to  have  significant 
effect  initially  would  be  approximately  $7,500,000  annually.  .  .  ." 

It  is  my  understanding  that  the  wording  of  the  legislation  which  established 
the  National  Institute  of  Child  Health  and  Human  Development  (Public  Law 
87-838)  could  be  interpreted  to  allow  such  authorization.  If  this  is  indeed  the 
case,  no  additional  legislation  or  language  would  be  necessary.  However,  it 
would  probably  be  necessary  to  give  the  appropriate  instruction  with  necessary 
funding,  to  implement  this  resolution.  A  major  effect  could  be  obtained  with 
relatively  minor  budgetary  allocation. 

Recommendation  No.  2  (p  A-7)  : 

".  .  .  To  increase  numbers  and  quality  of  Pediatricians  and  emphasize  those 
areas  of  additional  training  needed  for  the  provision  of  comprehensive  commu- 
nity child  health  care,  including  especially  the  social  sciences,  that  upon  appli- 
cation, funds  be  directly  allocated  to  Medical  Schools,  for  Departments  of  Pedia- 
trics to  strengthen  and  support  residency  training. 

"Using  calculations  based  on  providing  an  incentive  subsidy  to  existing  resi- 
dency stipends,  and  on  increasing  the  number  of  pediatricians  being  trained  by 
about  25  per  cent,  a  reasonable  probable  cost  estimate  for  such  a  program  initially 
would  be  approximately  $5,000,000  annually.  .  .  ." 

This  would  in  part  be  accomplished  by  Title  III,  Section  305,  if  appropriate 
instruction  is  provided  to  the  agency  receiving  the  funds.  The  $3,000,000  allo- 
cated for  the  fiscal  year  ending  June  30, 1968  would  suffice  to  initiate  the  program, 
and  subsequent  funding  under  the  language  could  be  adjusted  for  realistic  support 
on  the  basis  of  experience. 

Recommendation  No.  3  (pA-7)  : 

".  .  .  To  provide  the  necessary  facilities  for  teaching  and  research  in  innova- 
tive techniques  for  the  provision  of  coordinated  community  child  health  care, 
project  grants  be  made  available  to  assist  in  meeting  construction  costs.  Such 
funding  should  be  available  for  both  the  needed  clinical  service  facilities  and  the 
necessary  associated  biological,  medical,  behavioral  and  social  research  facilities 
which  may  result  in  increased  effectiveness  and  efficiency  in  the  provision  of 
health  care  for  our  Nation's  children. . . ." 

This  is  probably  the  most  difficult  of  the  recommendations.  The  inventory  of 
pediatric  departments  which  is  currently  in  process  will,  hopefully,  provide  some 
basis  for  the  estimate  of  need,  which  in  turn  can  be  translated  into  an  estimate 
of  approximate  cost.  At  the  present  moment  there  is  no  specific  legislation 
which  can  accomplish  this  goal,  and  new  legislation  may  be  necessary. 

On  the  other  hand,  it  might  be  possible,  through  language  change  in  PL  88- 
164  (Part  A)  to  implement  the  recommendation  in  an  indirect  manner.  PL  88- 
164,  under  Title  I  ("Mental  Retardation  Facilities  Construction  Act"),  Part  A 
contains  authorization  ".  .  .  to  assist  in  meeting  the  costs  of  construction  of  fa- 
cilities for  research,  or  research  and  related  purposes,  relating  to  human  develop- 
ment, whether  biological,  medical,  social,  or  behavioral,  which  may  assist  in 
finding  the  causes,  and  means  of  prevention,  of  mental  retardation,  or  in  finding 
means  of  ameliorating  the  effects  of  mental  retardation.  .  .  ."  This  authorization 
expires  July  1,  1967.  If  the  authorization  were  extended  and  the  wording 
changed  slightly — perhaps  as  follows :  ".  .  .  to  assist  in  meeting  the  cost  of  con- 
struction of  facilities  for  research  and  training  in  coordinated  health  care  of 
parents  and  children,  and  the  associated  necessary  biological,  medical,  behavioral 
and  social  research,  particularly  that  which  may  assist  in  finding  the  causes, 
means  of  prevention,  correction  or  amelioration  of  handicapping  conditions,  in- 
cluding mental  retardation  ",  this  existing  legislation  might,  with  appropriate 

funding  provide  the  urgently  needed  facilities  for  training  in  maternal  and  child 
care.  The  broadened  language  would  allow  diversification  of  types  of  profes- 
sionals trained,  innovation  in  health  care  techniques  and  the  needed  flexibility 
to  find  new  answers  to  the  critical  maternal  and  child  health  manpower  problem. 

It  is  of  interest  that  the  instruction  to  the  Surgeon  General  in  Sec.  762(b)  of 
PL  88-164  is  broader  in  language  than  the  authorization  for  appropriations. 
I  hope  this  information  will  be  of  interest  to  you. 

I  would  be  delighted  to  assist  you  in  these  considerations  in  any  manner  that 

With  many  thanks. 
Sincerely, 

Ralph  J.  Wedgwood,  M.D., 

Professor  and  Chairman. 

75-833  O— 567— pt.  2— — 50 
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The  Chairman.  Mr.  Betts. 

Mr.  Betts.  You  mentioned,  Doctor,  mortality  rates  among  infants. 
Is  it  increasing,  or  decreasing? 

Dr.  Wedgwood.  Sir,  it  is  relatively  static  for  the  last  few  years. 
I  think  that  the  difficulty  is  the  disparity  in  various  population  groups. 

For  example,  in  my  city  we  have  infant  mortality  rates  of  over 
60  per  1,000  in  some  sections  and  down  below  10  in  some  of  our  subur- 
ban sections,  a  disparity  of  over  fivefold.  It  is  the  delivery  of  health 
services  to  improve  the  infant  mortality  that  I  think  is  a  disgrace. 
We  know  what  to  do  but  we  are  not  able  to  carry  out  the  job. 

Does  this  answer  your  question? 

Mr.  Betts.  Yes.  Would  you  give  us  a  comparison  of  mortality 
rates  in  other  developed  countries. 

Dr.  Wedgwood.  Yes,  sir.  Our  infant  mortality  rate  is  below  that  of 
Sweden,  the  Netherlands,  Denmark,  Australia,  England  and  Wales, 
New  Zealand,  and  Switzerland.  Indeed  we  have  dropped  in  the 
international  scale  for  infant  mortality  over  the  past  10  years  from 
an  enviable  position  to  one  which  is  not  enviable  at  all. 

Mr.  Burke.  Will  the  gentleman  yield  there  for  one  question? 

Mr.  Betts.  Yes. 

Mr.  Burke.  In  the  crowded  tenament  districts  in  this  country,  in 
cities  like  New  York,  Chicago,  and  Philadelphia  to  what  extent  have 
mortality  rates  changed  ?  How  do  the  figures  compare  in  New  York 
City,  say  in  1966  against  1960  or  in  Philadelphia  or  Boston? 

Dr.  Wedgwood.  I  can't  answer  that  question,  Mr.  Burke,  but  I 
would  be  delighted  to  get  the  information  and  submit  it  to  you. 

Mr.  Burke.  In  your  opinion  is  the  mortality  rate  dropping  in  those 
cities,  or  is  it  increasing  ? 

Dr.  Wedgwood.  The  initiation  of  the  maternal  and  infant  care 
programs  may  just  be  beginning  to  have  some  effect,  but  prior  to 
that  time,  no,  I  don't  believe  that  there  was  a  significant  improvement. 

Mr.  Burke.  There  has  been  no  significant  improvement  during  the 
]  ast  couple  of  years  over  1960. 

Dr.  Wedgwood.  No,  sir. 

Mr.  Burke.  This  in  spite  of  all  the  money  that  is  being  poured  into 
the  cities  on  various  programs.  I  know  this  may  not  affect  the  par- 
ticular program  you  are  talking  about ;  but  other  programs. 

Dr.  Wedgwood.  We  lack  the  manpower,  Mr.  Burke,  to  implement 
these  programs. 

Mr.  Burke.  Thank  you.  Thank  you,  Mr.  Betts. 

Mr.  Betts.  Just  a  little  bit  of  explanation.  You  say,  we  are  below 
these  other  countries.   You  mean  our  infant  mortality  rate  is  higher? 

Dr.  Wedgwood.  Yes,  sir. 

Mr.  Betts.  I  see. 

Mr.  Collier.  That  is  on  a  per  capita  basis  ? 

Dr.  Wedgwood.  That  is  figured  on  a  rate  basis  per  1,000  live  births, 
the  number  of  infant  deaths  under  the  age  of  1  year  per  1,000  live 
births  in  our  Nation.  We  are  below  those  countries.  The  mortality 
rate  is  higher. 
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The  Chairman.  Mr.  Collier. 

Mr.  Collier.  J ust  to  get  these  statistics  you  gave  in  perspective,  you 
mentioned  that  our  decrease  in  the  mortality  rate — I  presume  you 
mean  for  the  past  year — was  5  percent;  is  that  correct? 

Dr.  Wedgwood.  Over  the  10  years  1954  through  1963,  which  were 
the  only  available  figures  to  collate  with  other  countries. 

Mr.  Collier.  From  1954  to  1963  it  was  reduced  by  5  percent.  I  be- 
lieve you  mentioned  another  figure  which  I  can't  find  m  the  printed 
statement — it  may  be  there — that  in  other  countries  it  had  been  re- 
duced over  this  same  period  by  25  percent  ? 

Dr.  Wedgwood.  And  higher,  sir. 

Mr.  Collier.  Yes.  These  percentages  would  be  significant  and  per- 
haps they  are,  but  I  think  to  get  them  in  perspective  we  would  have  to 
do  so  on  the  basis  of  determining  what  the  per  capita  mortality  rate 
was  in  these  countries  during  this  period  and  what  the  mortality  rate 
was  here  because  obviously  if  the  mortality  rate  is  much,  much  higher, 
the  area  to  reduce  it  by  a  greater  percentage  is  there,  where  if  it  is 
lower,  a  5  percent,  as  you  know,  would  be  more  significant  than  per- 
haps a  comparison  of  the  5-percent  and  the  25-percent  figure. 

What  was  the  incidence  in  these  countries  that  you  say  reduced 
their  mortality  rate  by  25  percent  as  compared  to  the  per  capita  mor- 
tality rate  for  the  same  period  in  this  country  so  we  get  these  two 
figures  in  perspective. 

Dr.  Wedgwood.  Sir,  the  mortality  rate  in  1954  for  infants  in  the 
United  States  was  26.6  per  1,000  live  births.  In  1963  it  was  25.2,  a 
reduction  of  1.4. 

In  another  country,  for  example,  the  Netherlands,  in  1954  the  mor- 
tality rate  was  below  that  of  the  United  States,  22.6,  and  yet  in  spite 
of  that  over  the  10-year  period  they  reduced  their  mortality  rate  by 
1963  to  15.8,  a  reduction  of  30  percent. 

Another  country  with  an  equivalent  type  of  figure,  Denmark,  in 
1954  had  an  infant  mortality  rate  of  26.9,  much  akin  to  ours  in  that 
year,  in  1963  it  had  been  reduced  to  19.1,  a  reduction  of  29  percent. 

Well,  I  could  give  the  remainder  with  about  the  same  type  of  figures, 
sir. 

The  Chairman.  For  the  record  why  do  we  not  put  the  entire  list 
that  that  you  have  before  you  in  the  record? 
Dr.  Wedgwood.  I  would  be  delighted  to  submit  it. 
The  Chairman.  All  right.    Fine.   Without  objection. 
Mr.  Collier.  His  answer  is  all  right. 

The  Chairman.  I  think  it  is  well  to  have  the  entire  list  if  there  is 
no  objection.   Leave  it  with  us,  if  you  will. 
Dr.  Wedgwood.  Yes,  sir. 
(The  information  referred  to  follows :) 
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Table  12. — Infant  mortality  rates:  Selected  countries,  1954-63 
[Rates  are  deaths  under  1  year] 


Selected  countries 


Rates  per  1,000  live  births 


1963       1962      1961  1960 


1958    1957    1956  1955 


1954 


Australia  

Canada  

Denmark  

England  and  Wales. 

Finland  

Netherlands  

New  Zealand  

Norway  .  

Sweden  

Switzerland  

United  States  


19.5 
26.3 
1 19.1 
121.1 
18.2 
15.8 
19.6 


15.4 
20.5 
25.2 


20.4 
27.6 
20.1 
21.7 
20.5 
17.0 
20.4 
17.7 
15.4 
21.2 
25.3 


19.5 
27.2 
21.8 
21.6 
20.8 
17.0 
22.8 
17.9 
15.8 
21.0 
25.3 


20.2 
27.3 
21.5 
21.8 
21.0 
17.9 
22.6 
18.9 
16.6 
21.1 
26.0 


20.5 
30.2 
22.4 
22.5 
24.5 
18.5 
23.4 
20.0 
15.9 
22.2 
27.1 


21.4 
30.9 
23.4 
23.1 
27.9 
18.4 
24.3 
20.5 
17.8 
22.9 
26.3 


21.7 
31.9 
24.9 
23.7 
25.7 
20.2 
23.2 
21.2 
17.3 
25.8 
26.0 


22.0 
31.3 
25.2 
24.9 
29.7 
21.6 
24.5 
20.6 
17.4 
26.5 
26.4 


22.5 
31.9 
26.9 
25.4 
30.6 
22.6 
24.1 
21.4 
18.7 
27.2 
26.6 


1  Provisional. 

Sources:  For  1954-59,  Statistical  Office  of  the  United  Nations,  Demographic  Yearbook,  1963,  New  York 
United  Nations,  1964;  for  1960-63,  Statistical  Office  of  the  United  Nations,  Demographic  Yearbook,  1964 
New  York,  United  Nations,  1965:  National  Center  for  Health  Statistics,  Vital  Statistics  of  the  United  States 
1963,  Vol.  II,  Pt.  A,  Public  Health  Service,  Washington,  U.S.  Government  Printing  Office,  1965. 

From  National  Center  for  Health  Statistics ;  Public  Health  Service 
Publication  No.  1000-series  20-No.  3,  September  1966. 
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1960 
1961 
1962 


26.0 
25.3 
25.3 


1963 
1964 
1965 


25.2 
24.8 
24.8 


From  :  Statistical  abstract  of  the  United  States.  I960. 

New  York  City:  Infant  mortality  rates 


Deaths  per  1,000  live  births 

Total 

White 

Nonwhite 

Year: 

1960  

26.0 
25.6 
27.3 
25.8 
26.8 
25.7 

20.3 
19.7 
21.1 
19.9 
20.1 
19.4 

42.4 
39.7 
43.3 
39.2 
41.0 
39.4 

1961  : 

1962  

1963  

1964  

1965  

From:  New  York  City  Summary  of  Vital  Statistics,  1966. 

The  Chairman.  Any  further  questions  ? 

Thank  you  again,  Dr.  Wedgwood,  for  coming  to  the  Committee. 
We  appreciate  it  very  much. 

Dr.  Wedgwood.  Thank  you,  Mr.  Chairman. 

Mr.  Ullman.  Mr.  Chairman,  I  would  like  to  ask  permission  at  this 
point  in  the  record  to  insert  a  letter  received  by  me  from  Mr.  Andrew  F. 
Juras,  administrator  of  the  Oregon  State  Public  Welfare  Commission. 

The  Chairman.  Without  objection,  Mr.  Juras'  letter  will  be  made 
a  part  of  the  record. 

(The  letter  referred  to  follows:) 
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State  of  Oregon, 
State  Public  Welfare  Commission, 

Salem,  Oreg.,  March  10,  1967. 

Hon.  Al  Ullman, 

House  of  Representatives, 

Washington,  D.C. 

Dear  Representative  Ullman  :  The  Oregon  State  Public  Welfare  Commission 
extremely  concerned  over  the  growing  demands  made  upon  it  by  communities 
throughout  the  state  to  provide  more  services  to  troubled  children,  both  within 
and  outside  their  own  homes.  Our  child  welfare  caseload  is  increasing  rapidly 
and  the  present  method  of  financing  public  child  welfare  services  makes  it  impos- 
sible to  keep  pace  with  the  need. 

Many  people  are  unaware  that  the  Federal  Government  has  not  financially 
supported  to  any  great  degree  the  respective  state  child  welfare  service  programs. 
For  example,  the  present  budget  under  consideration  by  our  Legislature  for  child 
welfare  services  is  $14,830,461  in  state  and  county  funds.  This  includes  money 
for  the  payment  of  foster  care,  purchase  of  care  from  licensed  voluntary  agencies, 
and  personnel  services  including  training  of  child  welfare  staff.  It  is  anticipated 
that  under  the  present  Federal  Grant-in-Aid  to  Oregon,  we  will  receive  approxi- 
mately $930,000  for  the  biennium,  or  far  less  than  10%  of  the  estimated  expendi- 
tures for  this  period  of  time. 

Congressman  Burke  has  introduced  House  Resolution  1977  and  the  State  Public 
Welfare  Commission  i,s  unanimous  in  its  support  of  this  proposed  legislation. 
We  believe  that  an  appropriation  should  be  made  available  to  be  administered 
by  the  Children's  Bureau  in  order  to  provide  an  open-end  child  welfare  budget. 
Administrative  matching  in  child  welfare  should  be  on  the  same  basis  as  is  the 
matching  in  public  assistance  administration. 

Foster  care  payments  should  be  matched  by  the  Federal  Government  and  these 
funds  should  be  available  on  a  case  by  case  basis  in  accord  with  the  open-end 
budget  principle.  Available  funds  is  not  a  reasonable  criterion  for  the  determina- 
tion of  the  level  of  services  to  be  provided  when  children's  needs  are  at  stake ; 
yet  many  states,  including  Oregon,  have  had  to  refuse  foster  care  services  because 
of  lack  of  funds.  Federal  matching  could  be  used  to  encourage  states  to  establish 
more  adequate  foster  care  rates  and  to  develop  specialized  foster  homes  for 
children  with  particular  kinds  of  needs,  such  as  special  group  family  foster 
homes. 

We  concur  with  the  other  requirements  of  House  Resolution  1977  which  would 
require  that  states  develop  plans  for  extension  of  child  welfare  services  satis- 
factory to  the  Secretary  of  Health,  Education,  and  Welfare  as  a  condition  to 
receive  Federal  financial  support.  We  believe  that  "special  money  or  seed  money" 
should  be  available  to  states  to  finance  experimental  services,  which  learning 
experience  could  be  helpful  to  serve  children  and  their  families  better.  With 
the  extreme  shortage  of  trained  personnel,  we  believe  that  Federal  matching 
for  training  grants  not  only  should  be  continued,  but  increased  with  the  hope 
that  the  manpower  shortage  in  this  field  can  be  reduced.  House  Resolution  1977 
which  would  authorize  Federal  matching  grants  for  all  state  child  welfare  serv- 
ices as  well  as  75%  matching  for  salaries  and  training  of  child  welfare  personnel 
would  be  of  great  help  to  Oregon.  It  would  mean  that  we  could  develop  and 
provide  a  full  range  of  child  welfare  services  to  help  keep  children  in  their  own 
homes  as  well  as  to  support  them  more  adequately  when  necessary  in  foster  care. 
Day  care  services  and  homemaker  services  are  extremely  limited  in  Oregon  and 
passage  of  this  Bill  could  help  us  develop  these  vital  services  throughout  the 
state.  The  number  of  illegitimate  births  are  increasing  and  more  demands  are 
being  made  upon  adoption  services  and  more  staff  is  needed  to  find  homes  for 
many  of  the  children  who  are  now  relinquished  for  adoption. 

We  are  aware  of  the  Administration  proposals  contained  in  the  President's 
Special  Message  on  Children  and  Youth  of  February  8,  1967,  and  which  was  intro- 
duced by  Congressman  Mills  on  February  20th  known  as  "Social  Security  Amend- 
ments of  1967",  House  Resolution  5710.  These  proposals  fall  far  short  of  the 
comprehensive  child  welfare  plan  envisioned  in  the  Burke  Bill,  House  Resolu- 
tion 1977.  House  Resolution  5710,  if  passed,  would  provide  only  75%  Federal 
matching  of  public  child  welfare  staff  of  the  excessive  state  costs  over  the  base 
year  of  1966-67.  This  means  that  after  June  30,  1968,  states  would  be  reim- 
bursed for  75%  of  whatever  additional  state  funds  they  expand  in  the  future  for 
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personnel  and  training.  This  kind  of  financial  support  would  not  assist  us 
greatly  in  the  development  of  a  broad  range  of  child  welfare  services  as  the 
financial  support  is  too  limiting  and  most  of  the  costs  would  still  have  to  be  met 
through  state  and  county  funds. 

We  urge  you  to  study  these  two  proposals  and  hope  you  will  find  it  possible 
to  support  the  enactment  of  the  Burke  Bill. 
Very  truly  yours, 

Andrew  F.  Jtjras,  Administrator. 

(The  following  telegrams  were  received  by  the  committee:) 

Boston,  Mass.. 
March  U,  1961. 

Hon.  Barber  B.  Conable, 

The  Ways  and  Means  Committee, 

House  of  Representatives,  Washington,  D.C. 

Am  in  strong  agreement  with  purposes  of  H.R.  bill  5710  to  develop  new  pro- 
grams for  child  care.  Doctor  Wedgwood  will  testify  March  16  in  favor  and  I 
support  his  testimony.  I  hope  you  can  support  these  most  important  amend- 
ments to  improve  child  health. 

Robert  J.  Haggerty,  M.D., 
Professor  and  Chairman,  Department  of  Pediatrics,  University  of  Rochester 
School  of  Medicine,  Rochester,  N.Y. 


March  13,  1967. 

Representative  Wilbur  Mills, 

U.S.  House  of  Representatives,  Washington,  D.C. 

The  Council  of  the  Society  for  Pediatric  Research  respectfully  urges  that 
you  support  those  sections  of  H.R.  5710  which  pertain  to  child  health.  The 
society  has  appointed  Dr.  Ralph  Wedgwood  to  represent  its  views  in  testimony 
before  your  committee. 

Irving  Schulman,  M.D.,  President. 


March  13,  1961. 

Representative  Wilbur  Mills, 

U.S.  House  of  Representatives,  Washington,  D.C. 

The  American  Pediatric  Society  urges  support  for  those  sections  of  H.R.  5710 
which  are  pertinent  to  child  health.  Dr.  Ralph  Wedgwood  has  officially  been 
designated  to  represent  the  views  of  this  society. 

Harry  H.  Gordon,  M.D.,  President. 

The  Chairman.  Mr.  Passett.  Mr.  Passett,  if  you  will  give  us  for 
the  record  your  name,  address,  and  capacity  in  which  you  appear,  we 
will  be  glad  to  recognize  you,  sir,  for  the  10  minutes  which  has  been 
requested. 

STATEMENT  OF  BARRY  PASSETT,  DIRECTOR,  NEW  JERSEY 
COMMUNITY  ACTION  TRAINING  INSTITUTE 

Mr.  Passett.  Thank  you,  Mr.  Chairman.  My  name  is  Barry  A. 
Passett.  I  am  director  of  the  New  Jersey  Community  Action  Training 
Institute  in  Trenton,  N.J. 

The  Chairman.  You  are  recognized,  sir. 

Mr.  Passett.  Mr.  Chairman,  Congressmen  on  the  committee,  I  am 
particularly  grateful  for  the  opportunity  to  testify  on  H.R.  5710  as 
it  relates  to  training.  I  will  refer  you  to  my  written  statement  which 
I  request  be  submitted  for  the  record. 
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The  Chairman.  Without  objection  the  entire  statement  will  be  made 
a  part  of  the  record. 

(The  statement  referred  to  follows:) 

Statement  of  Babby  A.  Passett,  Dibectob,  New  Jebsey  Community  Action 

Tbaining  Institute 

statement  of  the  problem 

Mr.  Chairman,  thank  you  for  this  opportunity  to  appear  before  the  Com- 
mittee to  present  my  views  on  this  innovative  legislation. 

The  nation  today  is  faced  with  a  strange  anomaly.  The  unemployment  rate 
continues  at  3.5%  while  manpower  shortages  exist  and  increase. 

The  sharply  declining  demand  for  unskilled  labor  in  many  areas  of  employ- 
ment is  reflected  in  the  statistics,  yet  manpower  needs  increase  in  the  ever- 
expanding  areas  of  human  services. 

It  is  evident  that  one  of  the  most  important  tasks  to  which  we  can  assign  the 
nation's  resources  at  this  time  is  the  training  or  retraining  of  individuals  for  the 
purpose  of  restoring  them  to  employability  and  preparing  them  for  new  careers. 

The  existing  gap  in  trained  personnel  in  the  human  services  indicates  a  clear 
need  for  bold  and  innovative  methods  for  achieving  the  ultimate  ends  of  a  fully 
productive  und  a  fully  served  society. 

H.R.  5710  is  pregnant  with  the  means  to  secure  these  ends. 

H.R.  5710,  Title  III,  Sections  535  and  306 

Title  III,  Section  535,  would  authorize  the  appropriation  of  $13,000,000  for 
the  training  of  personnel  for  health  care  and  related  services  for  mothers  and 
children.  Section  306  would  increase  to  $18,000,000  the  appropriation  for  grants 
to  projects  which  would  help  research  the  need,  effectiveness  and  feasibility 
of  maximum  utilization  of  health  personnel  with  varying  levels  of  training. 
Methods  of  training  and  the  actual  training  of  personnel  would  be  included  in 
this  program. 

The  future  physical  well-being  of  the  nation  could  be  dependent  upon  the 
adoption  and  the  effective  implementation  of  these  proposals. 

The  implementation  and  the  ultimate  effectiveness  of  this  pilot  project  are 
the  points  to  which  I  wish  to  address  the  Committee's  attention. 

The  training  of  individuals  to  function  as  skilled  pers6nnel  in  the  areas  of 
human  services — health,  education  and  welfare — could  provide,  at  once,  the 
manpower  which  is  vitally  needed  in  these  areas  and  a  sharp  reduction  of  the 
national  unemployment  rate. 

The  National  Commission  on  Technology,  Automation  and  Economic  Progress 
estimated  that  there  are  3.5  million  potential  sources  of  new  jobs  in  six  cate- 
gories of  public  service,  "where  social  needs  are  now  inadequately  met  if  .  .  . 
they  are  met  at  all." 

The  Commission  recommended  the  expansion  of  public  service  employment 
into  a  permanent  long-term  program  and  the  providing  of  opportunities  for  those 
who  are  unsuccessful  in  the  competition  for  existing  jobs. 

The  pilot  projects  proposed  by  H.R.  5710  could  provide  such  opportunities. 
This  proposed  legislation  seems  to  indicate  a  national  awareness  of  the  poten- 
tiality of  new  job  sources. 

The  language  of  the  legislation  as  now  proposed,  however,  would  limit  the 
intent  and  purpose  of  the  proposal.  Section  535  would  authorize  the  Secretary  of 
Health,  Education  and  Welfare  to  extend  grants  only  to  public  or  non-profit 
private  institutions  of  higher  learning  for  training  personnel. 

The  staffs  and  facilities  of  the  nation's  colleges  and  universities  are,  in  the 
main,  already  overtaxed  in  their  efforts  to  provide  the  highly  skilled  professional 
needs  of  our  society.  In  the  State  of  New  Jersey,  for  example,  Rutgers  the 
State  University  received  15,022  applications  last  year  and  was  able  to  accom- 
modate only  3,557  students.  The  traditional  institutions  of  higher  learning  would 
have  to  be  restructured  before  they  could  completely  provide  the  facilities  de- 
signed to  reach  those  disadvantaged  unemployed  and  underemployed  whom  these 
demonstration  projects  should  be  attempting  to  aid. 
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The  urgency  of  the  manpower  needs  for  human  services  clearly  indicates 
the  importance  of  utilizing  all  available  educational  resources  in  a  sustained 
frontal  attack  on  this  problem. 

The  New  Jersey  Community  Action  Training  Institute  is  a  private  non-profit 
corporation  working  on  the  first  statewide  approach  to  community  action.  It 
is  one  of  a  series  of  training  organizations  brought  into  being  under  the  impetus 
of  the  Economic  Opportunity  Act.  It  receives  support  from  the  Office  of 
Economic  Opportunity.  It  has  provided  training  for  more  than  },20O  people 
involved  in  all  phases  of  the  New  Jersey  war  against  poverty  since  it  was  created 
in  December,  1965. 

The  Institute  has  established  a  close  working  relationship"  with  New  Jersey 
state  agencies  operating  in  the  areas  of  human  services.  We  are  an  established 
training  facility  designed  to  provide  the  type  of  service  and  coordination  which 
will  be  necessary  if  the  proposals  of  Sections  535  and  306  are  to  be  effectively 
implemented. 

The  current  language  of  Section  535  would,  however,  bar  our  training  facility 
and  similar  ones  throughout  the  nation,  from  participation  in  the  proposed 
projects. 

The  language  of  section  535  should  be  changed,  therefore,  to  include  all  public 
or  non-profit  private  educational  institutions. 

WHO  WILL  BE  TRAINED  AND  FOR  WHAT  ? 

Section  306  would  provide  for  ''maximum  use  ...  of  health  personnel  with 
varying  levels  of  training".  Congress  is,  it  appears,  attempting  to  solve  the  dual 
problems  of  the  health  needs  of  the  nation's  children  and  the  economic  needs  of 
mothers  who  are  without  support.  In  other  Titles  and  Sections  of  this  legisla- 
tion the  Congress  is  also,  wisely,  establishing  mechanisms  for  dealing  with  these 
problems. 

The  language  of  the  bill  does  not,  however,  set  forth  a  definition  of  the  persons 
who  would  be  eligible  to  receive  such  training.  The  war  on  poverty  has  stressed 
the  need  and  the  feasibility  of  opening  new  career  opportunities  to  the 
disadvantaged. 

The  establishment  of  the  Neighborhood  Youth  Corps  has  been  one  means  to 
meet  this  end.  During  the  first  year  of  existence  the  Corps  provided  more  than 
500,000  public  service  jobs  for  disadvantaged  youths  in  1,446  private  non-profit 
organizational  projects. 

The  enactment  of  the  Scheuer-Nelson  Sub-professional  Career  Act  is  another 
forward  thinking  program  aimed  at  training  the  unemployed  to  make  them  pro- 
ductive and  useful  members  of  society. 

These  programs  are  organized  under  the  supervision  of  the  Department  of 
Labor.  The  coordination  of  these  programs  with  the  programs  proposed  by  H.R. 
5710  could  represent  a  total  attack  on  the  joblessness  and  hopelessness  of  the  dis- 
advantaged. The  administration  of  H.R.  5710  sections  353  and  306;  by  the 
Department  of  Labor  might  contribute  to  such  coordination. 

Job  vacancy  statistics  do  not  bear  out  the  seemingly  common  belief  that  work 
is  available  to  the  unemployed  if  they  just  know  where  or  for  what  to  look. 
There  are  recent  indications,  in  fact,  that  there  are  few  unfilled  jobs  relative  to 
unemployment  in  unskilled  and  semi-skilled  categories. 

The  unskilled  disadvantaged  need  the  development,  not  just  of  jobs  but  of  new 
careers.  The  new  careers  concept  calls  for  the  development  of  permanent  posi- 
tions "incorporated  into  the  matrix  of  the  industry  or  agency"  with  latitude  for 
limited  advancement  without  the  requirement  of  extensive  additional  training. 

The  opportunities  available  for  such  careers  for  the  now  unemployed  and 
underemployed  are  evident  in  the  findings  of  the  joint  research  project  of  the 
U.S.  Public  Health  Service  and  American  Hospital  Association  "that  the  nation's 
7,100  hospitals  need  109,000  employees  to  fill  existing  vacancies  and  require  an 
added  166,000  to  improve  the  quality  of  medical  care".  An  opportunity  exists 
here  to  help  the  disadvantaged  become  useful  and  needed  citizens.  The  value 
of  such  experience  has  been  demonstrated  by  the  Foster  Grandparents  program 
in  which  the  know-how  of  the  aged  is  utilized  in  helping  children. 

There  is  currently  a  severe  shortage  of  personnel  and  facilities  for  the  proper 
care  of  children.  Cases  of  children  left  in  the  care  of  a  blind  woman,  or  kept 
in  a  dusty  attic  in  overturned  crib  cages  which  were  too  small  for  most  of  them, 
have  recently  been  cited.    Mentally  retarded  children  are  kept  in  homes  or 
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institutions  where  sufficient  help  is  not  available.  Some  children  are  not  fed 
or  bathed  regularly  because  there  are  just  not  enuogh  "hands"  to  go  around. 

The  provisions  of  H.R.  5710  could  eliminate  such  abuses.  Mothers  who  are 
now  on  welfare  can  fill  the  needs  of  the  nation  in  child  care  and  health. 

The  pilot  projects  proposed  by  H.R.  5710  could  provide  the  dual  purpose  of 
creating  careers  and  training  for  the  disadvantaged.  The  language  of  the  bill 
should  be  specifically  directed  to  this  end. 

In  New  Jersey  alone,  some  1,139,500  people  are  unemployed.  This  represents 
5%  of  the  work  force  in  the  State.  There  are  180,444  families  existing  on  a 
below  $3,000  poverty  level  income. 

These  people  could  be  helped  to  become  useful  and  needed  members  of  society. 
The  Vocational  Education  Division  of  the  State  of  New  Jersey  currently  lists 
health  occupations  at  the  top  of  its  list  of  priorities  for  training.  New  Jersey 
has  experienced  several  successful  work  experience  and  training  programs  under 
Title  V  of  the  Economic  Opportunity  Act.  An  expansion  of  such  programs,  into 
the  human  services  areas  included  in  H.R.  5710,  would  provide  the  practical 
means  for  communities  to  obtain  needed  manpower  and  effectively  combat- 
poverty. 

Mr.  Passett.  I  make  just  a  few  comments  in  summary.  I  appear 
here  to  urge  your  support  for  elements  of  what  is  becoming  a  nation- 
wide cause  for  movement,  one  which  in  the  course  of  this  generation 
may  succeed  the  movement  for  medical  care  for  the  aged. 

This  committee  played  a  vital  role  in  the  initial  fulfillment  of  goals 
of  that  medical  care  movement.  The  new  movement  is  called  "New 
Careers  for  the  Poor."  Leaders  in  many  phases  of  American  life, 
labor,  churches,  industry,  universities,  the  citizens  crusade  against 
poverty,  are  becoming  involved  in  this  movement.  Simply  stated,  its 
purpose  is  to  employ  persons  now  unemployed  or  underemployed  to 
fill  human  services  career  positions  in  areas  where  there  are  great 
needs  and  many  vacancies. 

The  existing  gap  in  trained  personnel  in  the  human  services  indi- 
cates a  clear  need  for  bold  and  innovative  methods  for  achieving  the 
ultimate  ends  of  a  fully  productive  and  a  fully  served  society,  and 
H.R.  5710  is  pregnant  with  the  means  to  secure  these  ends. 

Title  III,  section  535,  would  authorize  the  appropriation  of  $13 
million  for  the  training  of  personnel  for  health  care  and  related 
services  for  mothers  and  children.  Section  306  would  increase  to  $18 
million  the  appropriation  for  grants  to  projects  which  would  help 
research  the  need,  effectiveness  and  feasibility  of  maximum  utilization 
of  health  personnel  with  varying  level  of  training.  Methods  of  train- 
ing and  the  actual  training  of  personnel  would  be  included  in  this 
program.  The  implementation  and  the  ultimate  effectiveness  of  these 
pilot  projects  are  the  points  to  which  I  wish  to  address  the  committee's 
attention. 

In  my  statement  I  point  out  that  the  language  of  the  legislation 
that  is  now  proposed  might  limit  the  intent  and  purpose  of  the  pro- 
posal in  that  section  535  would  authorize  the  Secretary  of  Health, 
Education,  and  Welfare  to  extend  grants  only  to  public  or  nonprofit 
private  institutions  of  higher  learning  for  training  personnel. 

The  urgency  of  the  manpower  needs  for  human  services  clearly  indi- 
cates the  importance  of  utilizing  all  available  educational  resources 
in  a  sustained  frontal  attack  on  this  problem. 

The  New  Jersey  Action  Training  Institute  is  a  private  nonprofit 
corporation  which  has  provided  training  for  more  than  1,200  people 
involved  in  all  phases  of  the  New  Jersey  war  against  poverty  since 
it  was  created  just  over  a  year  ago. 
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The  current  language  of  section  535  would,  however  bar  our  train- 
ing facility  and  similar  ones  throughout  the  Nation  from  participa- 
tion in  the  proposed  projects.  The  language  of  section  535  should  be 
changed,  therefore,  to  include  all  public  or  nonprofit  private  educa- 
tional institutions. 

I  also  note  in  my  statement  that  there  are  useful  nuclear  programs 
now  organized  and  operating  under  the  supervision  of  the  Department 
of  Labor.  The  coordination  of  these  programs  with  the  programs 
proposed  by  H.E.  5710  could  represent  a  total  attack  on  the  joblessness 
and  hopelessness  of  the  disadvantaged. 

The  administration  of  sections  353,  and  306  by  the  Department  of 
Labor  might  contribute  to  such  coordination. 

My  main  point  is  that  the  pilot  projects  proposed  by  H.K.  5710 
could  provide  the  dual  purpose  of  creating  careers  and  training  for 
the  disadvantaged.  The  language  of  the  bill  should  be  specifically 
directed  to  this  end. 

The  unemployed  and  underemployed  in  New  Jersey  and  other  States 
throughout  the  Nation  could  be  helped  to  become  useful  and  needed 
members  of  society.  I  might  note  that  the  Vocational  Education 
Division  of  the  State  of  New  Jersey  currently  lists  health  occupa- 
tions at  the  top  of  its  list  of  priorities  for  training.  New  Jersey 
has  experienced  several  successful  work- training  programs  under  title 
V  of  the  Economic  Opportunity  Act.  An  expansion  of  such  pro- 
grams into  the  human  services  areas  included  in  H.E,  5710  would  pro- 
vide the  practical  means  for  communities  to  obtain  needed  manpower 
and  effectively  to  combat  poverty. 

Thank  you. 

Mr.  Ullman  (presiding).    I  commend  you,  Mr.  Passett,  for  the 
effective  way  in  which  you  summarized  your  statement. 
Are  there  any  questions  ? 
Mrs.  Griffiths.  Yes. 
Mr.  Ullman.  Mrs.  Griffiths. 

Mrs.  Griffiths.  I  would  like  to  elicit  a  little  support  from  Mr. 
Passett.  If  Ave  would  remove  the  earnings  limitation  on  mothers 
who  are  drawing  social  security  we  could  pick  up  500,000  additional 
workers,  and  I  would  assume  they  would  be  very  competent  people. 

Mr.  Passett.  We  have  been  faced  with  that  problem  in  New  Jersey 
in  a  number  of  specific  instances  and  it  would  be  a  marvelous  way  to 
cut  through  the  red  tape  and  the  problems  that  get  in  the  way  of  peo- 
ple who  are  trying  to  escape  from  poverty  by  working. 

Mrs.  Griffiths.  I  am  going  to  offer  that  amendment  to  this  bill, 
so  I  hope  that  I  can  count  on  you  to  work  on  some  of  the  rest  of 
these  people. 

Mr.  Passett.  We  will  be  glad  to  support  you. 

Mrs.  Griffith.  Thank  you. 

Mr.  Ullman.  Are  there  any  other  questions  ?  If  not,  we  thank  you 
very  much,  Mr.  Passett,  for  your  fine  testimony. 

Mr.  Passett.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Ullman.  The  committee  will  now  adjourn  until  10  o'clock 
Monday  morning. 

(Whereupon,  at  11:17  a.m.,  the  committee  adjourned  to  reconvene 
at  10  a.m.,  Monday,  March  20, 1967.) 
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